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Financial Highlights
I RE

For the year ended 31 December

Statement of Comprehensive Income e RER BE+=-—A=+—HLFE
RMB million
AREBET
2013 2012 Changes
—E-=f —F—= g1t
]
Revenue Weas 1,767.4 2,210.9 -20.1%
Gross profit EF 128.8 109.1 +18.0%
Operating profit 48 A 77.8 58.8 +32.4%
Profit before income tax B 15558 A8 65.1 39.0 +66.7%
Net profit excluding investment income  FABR I & WA K b TR 2 K 7
and listing expenses 57.8 37.1 +55.9%
Profit attributable to shareholders of AR TR FEAG R A
the Company 40.0 23.2 +72.7%
Profit attributable to shareholders of HMBREERA R EHFEZA
the Company, excluding investment AN A IR A 5 T
income and listing expenses 49.3 27.2 +80.9%
Earnings per share (RMB) BRAF (ARE) 0.13 0.08 +67.4%

As at 31 December

Balance Sheet BEBER R+=-—A=+—H
RMB million

ARBBHET
2013 2012 Changes
—E-=F —ET-CF 21t

]

Non-current assets EREEE 178.4 190.1 -6.1%
Current assets MEEE 545.0 891.2 -38.8%
Current liabilities mEaE (368.2) (830.0) -55.6%
Net current assets MENBEFE 176.9 61.2 +189.0%
Non-current liabilities EmEaE (38.1) (60.0) -36.4%
Net assets FEE 317.1 191.3 +65.8%
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Gross Profit Margin of the Group
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Revenue by Business Segment
E Sl 11§

For the year ended 31 December 2013
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Gross Profit by Business Segment
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Chairman’s Statement
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Chairman’s Statement
FEWE

On behalf of the board (the “Board”) of directors (the “Directors”) of
Yongsheng Advanced Materials Company Limited (the “Company” and
together with its subsidiaries, the “Group”), | am pleased to present the
annual results of the Group for the year ended 31 December 2013 (the
“Year Under Review”).

2013 was a year of advancement for the Group. The Company was
successfully listed on the main board of The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) on 27 November 2013. Its share
offer was well received by investors, marking the important first step
of the Group’s capital internationalization process, and laid a solid
foundation for sustainable development of the Group’s business in
future. The business development of the Group first began with the
trading of textile-related products. After two decades of dedication
and diligence, it has now become a high technique textile group of
companies integrating science, research, innovation and efficiency. Its
principal business segments include (1) the production of polyester
filament yarn, (2) the dyeing and processing of differentiated polyester
filament fabric, and (3) the trading of textile-related products. Polyester
filament yarn is mainly categorized into regular polyester filament yarn
and differentiated polyester filament yarn. Differentiated polyester filament
yarn is high value-added, usually used in customized products with
special functionalities. Differentiated polyester filament yarn produced by
the Group can be further synthesized into silk-like, cotton-like, leather-
like, wool-like or linen-like materials, thus it is widely recognized by mid to
high-end fabric and apparel producers as well as home furnishings and
sofa manufactures.

Li Cheng =
Chairman and Executive Director
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Chairman’s Statement
FERE

ACHIEVING RAPID GROWTH WITH
DIFFERENTIATED STRATEGY

Despite stagnant macroeconomic recovery, the Chinese textile industry
has been riding on an upward trend as a result of the stable growth of
domestic economy and stimulating policies of the Chinese government.
The textile industry in the PRC has all along been maintaining an upward
trend, and the demand for polyester filament yarn and diversified fabric
thereby surged. In 2013, by adhering to the operational strategy of
“Innovation, Expansion, Standardization and Development”, the Group’s
business achieved remarkable growth. During the Year Under Review,
we focused on our major advantageous business segments: (1) the
production of polyester filament yarn and (2) the dyeing and processing
of differentiated polyester filament fabric. These two business segments
drove a substantial increase in overall gross profit and maintained a
positive operating momentum. Incorporating our stringent risk control
and strategic product mix, our trading business of textile related products
maintained stable sales despite a downturn of domestic and foreign
markets. For the year ended 31 December 2013, total revenue and profit
of the Group amounted to RMB1,767.4 million and RMB48.5 million
respectively, representing a year-on-year decrease of 20.1% and increase
of 47.1% respectively. Profit attributable to shareholders of the Company
was RMB40.0 million, representing a year-on-year increase of 72.7%.

BRER{cEE HREEREER

TERBEERERENEET SEERNLENIZTE
BERTREBFRRSBEES PRASTE—
BERIFLABS EMEBGReRARZT(CER
MERK T —=F BMAE[8IH FHH- R
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R-BEBEFR RMETEEMAEBRER: (1)K
RHGEERQEIMMEGHEMNLERMIER &
BREEMNBUAKRRES #RHROMNCERE - MR
ERMEENRBIZES LR TNERER ~EE
WEEEEERE 2 EBEBEAIITISEERNIBR
T NARBREHEE AEEEE-_T—=F+=
A=+ BUHEFELREIRFARFIAARE
1,767 48 BT AR 4858 & T LD B T
20.1% K% EF47.1% o NA R R EMHR T A AR
40.08 87T RILLBRT72.7% °

Y

Welcomes the Listing of

Yongsheng Advianced Materials Company Limited
b

($tock Code: 360B)
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Looking back into 2013, the Group implemented a management strategy
of “Differentiation and Substantiation”. By leveraging on our research
and development expertise, we established advanced and technological
techniques with differentiation. The differentiated products of the Group
were hence further migrating towards diversification.

During the Year Under Review, the Group successfully developed 21
differentiated polyester filament yarn and 9 differentiated polyester fabric
dyeing techniques. Our new products had penetrated into the market
and created new sources of revenue for the Group within a year. Our
research and development capability obtained further recognition in the
industry during the Year Under Review. In addition to receiving the award
of “Best Applications of Materials” of the 2013 China International Fabrics
Design Competition, the “Product Development Contribution Award” by
China Textile Industry Associations and the title of “Municipal Enterprise
Technical Centre” in Hangzhou, the Group became the main drafter of
national standards for “Elastic Polyester DW”, and undertook the “Project
of Introducing, Appreciating and Assimilating SSY”. At the same time,
the Group applied for 16 new patents, of which, 1 patent and 14 patents
has been granted in 2013 and first quarter of 2014 respectively, which
further broadening its product development system and unveiled the
continuous development in product differentiation of the Group. It had
further strengthened the Group’s confidence to gradually optimize and
enhance its differentiated polyester filament yarn products and also the
fabric dyeing and processing.

Seizing opportunities and making innovative
breakthroughs

In 2014, “Seizing Opportunities and Making Innovative Breakthroughs”
will be the strategy of the Group. Throughout years of hard work, the
Group has gradually mastered the core technology of manufacturing
differentiated products and that resulted in noticeably improved
performance. As the Group had successfully entered the international
capital market, the enhanced capital is beneficial to its development in
terms of enhancing its competitive advantage, achieving technology
innovation, scale expansion and market development.

Chairman’s Statement
FERS
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Chairman’s Statement
FERE

In year of 2014, the Group will focus on deepening its research and
development efforts on differentiated products and technologies as
well as intensifying its marketing strategies. We have already planned
to increase the production capacity of differentiated polyester filament
yarn and dyeing and processing capability of differentiated fabrics. In
addition, to launch more high value-added products to the market as
soon as possible, the Group will emphasize on making technological
breakthroughs in the production of new products like imitation of acetate
fiber, split type fiber and new elastic materials. By leveraging on the
geographical advantage of being adjacent to the textile industry hub
region in Hangzhou, Zhejiang Province, the Group will grasp latest market
trends to carry out precise marketing and network expansion plans
and effectively promote new products to target customers and secure
markets share proactively.

Furthermore, facing the economic uncertainties in the coming year, the
Group will be vigilant in internal management and strive to enhance
internal control while enhancing operation efficiency. On one hand, we
will perfect our management standards, prudently optimize resources
and build up corporate culture to enhance the overall operational
efficiency. On the other hand, we will broaden our business presence,
improve procurement and sales strategies to strengthen the Group’s risk
management capabilities.

By upholding the corporate spirit of “Integrity, Cooperation, Reciprocity,
Learning and Innovation”, the Group has consistently achieved gratifying
results in operational efficiency, internal control and product innovation.
To cater to the rapid development of polyester filament yarn market in
the PRC, we will continue our efforts in research and development and
marketing, to consolidate our core competitive advantages through
scientific and technological innovations to make breakthroughs. In the
future, the management of the Group and | will continue to lead the Group
with the goal to turn the Group into a world-class premier enterprise
and demonstrate our potential values to international capital markets.
On behalf of the Board, | hereby express my sincere gratitude to the
management, all our staff, shareholders and business partners for their
consideration and support to the Company.

Li Cheng
Chairman

Hong Kong, 25 March 2014
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Management Discussion and Analysis
BEEENWR DN




Management Discussion and Analysis

T

BB

MARKET REVIEW

In 2013, despite the global financial environment began to show signs
of improvement, however, the global economy still remained volatile at
its recovery stage with potential risks in the marco-economic growth.
On the contrary, the PRC’s overall economy remained stable during the
Year Under Review with a GDP growth of 7.7% year-on-year; while total
import and export value grew by approximately 7.6% over 2012, which
was in line with the expected growth rate.

Domestic demand for mid to high-end textile products is surging rapidly
as a result of rapid urbanization, increase in national disposable income
and change in lifestyle in the PRC. Major customers of the Group’s
polyester filament yarn production and dyeing and processing business
are differentiated fabric manufacturers and downstream manufacturers
of home furnishings and sofa. As the disposable per capita income
for urban and rural residents in the PRC continued to grow at 7.0%
and 9.3% respectively in 2013, the demand for textile products and
relevant consumer products boomed. The domestic demand for high-
quality and diversified textile, garment and home furnishing products
thus burgeoned. The Group’s revenue from differentiated polyester
filament yarn production and dyeing and processing business recorded a
substantial growth during the year.

BUSINESS REVIEW

The Group is principally engaged in textile-related business in the PRC,
namely (1) the production of polyester filament yarn, (2) the dyeing and
processing of differentiated polyester filament fabric and (3) the trading
of textile-related products. During the Year Under Review, the Group
continued its efforts in the research and development of differentiated
polyester filament yarn production and dyeing and processing of
differentiated polyester filament fabric, as well as making appropriate
adjustments to the trading business of textile-related products, thereby
accomplished a healthy growth in terms of corporate development and
financial performance.
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For the year ended 31 December 2013, consolidated total
comprehensive income of the Group increased significantly when
compared with 2012. Revenue of the Group was RMB1,767.4 million,
a decrease of 20.1% from RMB2,210.9 million in 2012. Gross profit
increased by 18.0% to RMB128.8 million (2012: RMB109.1 million). In
2018, the Group focused on developing its higher profit margin business
segments — the production of differentiated polyester filament yarn and
the processing of differentiated polyester fabric. As such, the Group’s
gross profit margin improved to 7.3%, up by 2.4 percentage points
(2012: 4.9%). The improvement in gross profit was mainly contributable
to the increase in gross profit of RMB23.5 million and RMB7.1 million
in the Group’s polyester filament yarn production business and dyeing
and processing business respectively. Profit for the year amounted to
RMB48.5 million, increased by 47.1% from RMB33.0 million in 2012.
Profit attributable to shareholders of the Company grew significantly by
72.7% to RMB40.0 million as compared with RMB23.2 million in 2012.

During the year, the Group’s revenue from the development and
production of polyester filament yarn, the dyeing and processing of
differentiated polyester filament fabric and trading of textile-related
products accounted for 17.8%, 7.2% and 75.0% of the Group’s total
revenue respectively. Operating profit of the three major business
segments accounted for 50.4%, 36.5% and 13.1% of the Group’s total
operating profit respectively.

REVENUE BY BUSINESS SEGMENTS

Management Discussion and Analysis
EEEJ:uTnHH& Tﬁ—

BHE-_ZT—=F+-A=+—HLFE" ZIK%IE’J
PEBSEEEEFREE N  REBBE K
R#1,767 48 8L 8= —fi/\E?ﬁmzng
BT NME201% BEENRLELFAREI091EE
TTEN18.0%E ARKE128.8FETL —T—=F A&
SEEFHEER KRG RAEEMNZR KamE
ﬂmlﬁﬁx%ﬂffmm%%“*ﬁ INEREEERE
BESEIIRAET 3%  BREAF4.9%IEN2.4E F H B -
%%&f%w SEZERAEENKGRALEEER
URFERMIEBHEMNS I INARK235E
BELRARBTABELHR - FAN R A48588
L BR-IE——F AREI3.0EETIEMNE7.A% o K
DR EEEEF A EFARB32BEETL AR
ARBA.0EET HE72.7% °

EIEFN  RNEB KA RARE RS  KisEE 2
EENMIHABIERERES 2RED A ASEE
U ZEN17.8%7.2%H75.0% : 7 BRA L% F 5 BIE
AN £ B 9 48 4C 5% F 950.4% ~ 36.5%A113.1% ©
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Management Discussion and Analysis
EIRE RO

Production of Polyester Filament Yarn

The Group is a developer and manufacturer of regular and differentiated
polyester filament yarn in the PRC. Regular polyester flament yarn is
directly spun from polymerizing melt without adding any extra chemical
component or changing the shape or linear density of the filament;
whereas differentiated polyester filament yarn carries special properties
and functionalities, and it is generally custom-made for specific textures
or qualities. Differentiated polyester filament yarn products have strong
bargaining power and are relatively less dependable on raw material
prices, and have higher gross profit margin than regular products. Since
2013, the Group began to focus on the production and sales on high
profit margin differentiated polyester filament yarn products, which
became a major driver of the Group’s revenue growth. In 2013, revenue
of polyester filament yarn segment amounted to RMB314.0 million (2012:
RMB338.5 million), accounting for 17.8% (2012: 15.3%) of the Group’s
total revenue for the Year Under Review. The regular polyester filament
yarn and differentiated polyester filament yarn accounted for 20.5% and
79.5% of segment revenue respectively. Contributed by the significant
increase of 60.3% in revenue of differentiated products with high gross
margin, the segment gross profit margin increased from 10.3% in 2012
10 18.6% in 2013, and respective gross profit margin of regular products
and differentiated products were 4.3% and 22.3%. The segment
operating profit margin increased significantly to 14.6% from 7.0% in
2012, up by 7.6 percentage points.
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REVENUE ANALYSIS: POLYESTER FILAMENT YARN PRODUCTION
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The Group’s polyester filament yarn production facilities are located
in Hangzhou, Zhejiang Province and Nantong, Jiangsu Province
respectively. In 2013, the production facilities had a total of 29 polyester
filament yarn production lines with total production capacity of 22,000
tonnes per year. During the Year Under Review, revenue derived from
sales of differentiated polyester filament yarn accounted for 79.5% of
the segment revenue, jumped by 33.5 percentage points over 46.0% in
2012. Sales volume of differentiated polyester filament yarn accounted
for 68.0% of segment sales volume, significantly increased by 34.4
percentage points over 33.6% in the previous year. Moreover, the
Group’s differentiated polyester filament yarn is unique owing to its anti-
bacterial, ultraviolet resistant, water absorbing, anti-abrasion, drape
well and dry-touch qualities. Its physical properties could be processed
to resemble products of silk, cotton, leather, wool or linen, for fabric
manufacturers to produce high-end apparel and home furnishings.
As at 31 December 2013, the Group had successfully developed
21 differentiated polyester filament yarns, including SPH, a kind of
differentiated polyester filament yarn which has lasting elasticity and
a linen-like and cotton-like feel. During the year, the application of the
Group’s differentiated polyester filament yarn — Tianjieduan was awarded
the “Best Application of Materials” by the competition committee of the
China International Fabrics Design, showcasing the Group'’s research
and development achievements.

Dyeing and Processing of Differentiated Polyester
Fabric

The Group mainly provided fabric dyeing and processing services
to customers in textile-processing segment, or made use of the
differentiated polyester fabric sourced by the Group for further dyeing
and processing to conduct direct sales to the customers, such products
include various types of synthetic chamois leather. The “Twelfth Five Year
Plan” of the PRC’s textile industry further refined the entry threshold into
dyeing and processing fabric service industry in recent years, it became
more stringent in the approval of new projects. In view of industry
consolidation, the Group successfully commenced cooperation with new
customers from Zhejiang Province and Jiangsu Province in 2013. Its
direct sales contributed an increase of RMB5.0 million in revenue during
the Year Under Review and raised the segment revenue from RMB117.7
million in 2012 by 9.0% to RMB128.2 million in 2013. Segment gross
profit margin reached 34.5%, representing an increase of 2.9 percentage
points over the 31.6% in the previous year. The growth was mainly
attributable to the Group’s continued improvement of capacity utilization
rate of dyeing and processing facilities and the decrease in raw materials
costs during the year. Segment operating profit margin increased by 3.3
percentage points from 22.6% in 2012 to 25.9%.

Management Discussion and Analysis
BIRE 5w R AT
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REVENUE ANALYSIS: DYEING AND PROCESSING
FERMIDIBWADHT
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In 2013, the Group’s dyeing facilities, located in Hangzhou, Zhejiang
Province, had 5 processing lines with a processing capacity of
approximately 48 million metres per year and the capacity utilization rate
reached 88.0% (2012: 76.0%). Furthermore, the Group had successfully
developed 9 differentiated polyester fabric dyeing techniques to improve
the dyeing quality of differentiated polyester fabric. In addition to cutting
energy and production costs, the research and development of the
dyeing and processing techniques also improved the consistency of
product quality and further enlarged the Group’s market share.

Trading of Textile-Related Products

The Group mainly trades textile-related products, including cotton,
PET chips, nylon chips, PTA, wood pulp and cotton pulp. For the year
ended 31 December 2013, revenue of the trading segment amounted
to RMB1,325.2 million, a 24.5% decrease over the RMB1,754.7 million
in 2012, accounting for 75.0% of the Group’s total revenue. In 2013,
prices of most trading products experienced unexpected fluctuations
due to unstable economic environment, which caused gross profit
margin in cotton textile materials trading to decrease from 5.9% in 2012
1o 4.9% during the Year Under Review. However, the Group captured
opportunities to buy low and sell high in order to offset the impact of
volatile cotton textile materials prices. The overall segment gross profit
margin maintained at 2.0%, representing only a slight decrease of 0.1
percentage points over the 2.1% in 2012. Segment operating profit
margin maintained at 0.9% (2012: 0.7%).

Direct sales of differentiated
polyester fabric

B E Z R m R

Provision of dyeing and processing
services of differentiated polyester fabric

REE MR GEE RS RN T RS

ZE—=F AEERMAHIIEMMTHLERE
RAESEMIE MIEHhBEFI48EENR EflE
FARiES8.0% (ZZF—=F:76.0%) ° thoM NEEH
B RF K T A B2 9 TE 2 AIlME Rk im E R R @ BT - DA
RAEMEHGE A LEBR 26 kT
MERBYREEREREEXNRIN BARAZE
RiTMBTEHEREREE  UBAREEE— SN
HmBMmeE-

MmEEEERES

AEBNESERTEAHBEBER BERIE
PETHI A BBV R PTA - RERIEH - —F—=
FEGOBKEABAREI3255 2658 L BT
—ZF AR, 754 7TEE LT 24.5% (AL EE
W 2£75.0% c —FE—=F AL EFERERARE
PRLEREMEREINEE  H - R ERE
HEFIEH5.9% NEEA.9% 8T AEBERIE
BEREEA SELEHREUFREROHERNE
BESHEMNREFTE2.0% B -F— —F21%(2
B TBOET DB - D EE R FI R EIFT0.9%
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REVENUE ANALYSIS: TRADING OF TEXTILE-RELATED PRODUCTS

MEBNEEERES D BHBADH
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Major customers of the Group’s trading business consist of trading
companies and manufacturers of textile-related products located in
different regions of the PRC. To keep abreast of the cotton supply in
the PRC, the Group had set up representative office in Xinjiang Uygur
Autonomous Region, the major production area for cotton in the PRC.
Moreover, the Group established contact points at close proximity with
suppliers to establish a close relationship between the Group and its
major customers for making timely responses and delivery. On the other
hand, engaging in the trading business may deepen the connections
between the Group and the textile market, which will help in soliciting
new customers for the Group’s polyester filament yarn production and
processing business, thereby expanding the Group’s customer base.

PROSPECTS

The PRC is the largest textile producer and exporter in the world; and
the textile industry is in turn of crucial support to the PRC’s economy.
The PRC yarn market mainly consists of polyester filament yarn made
from synthetic materials and natural fiber yarn made from plant, animal
skin or fur. In view of the continuous shortage of global cotton supply
and the versatile usage of polyester filament yarn, it is expected that
the market will continue to use polyester flament yarn as a substitute of
natural fiber yarn; and the domestic demand for polyester filament yarn
is expected to maintain a strong momentum. On the other hand, through
further exploration of market promotion network and expansion of the
marketing team, the Group plans to enhance its promotional campaigns
proactively in order to promote the Group’s competitive advantage in
its polyester filament yarn products and the dyeing or processing of
differentiated polyester filament fabric service and to other provinces
(such as Guangdong Province and Fuijian Province) in the PRC.

Cotton textile materials
Includes cotton, wood pulp, cotton pulp,
fabrics and cotton yarn

w1 Rk

BIERIE A B AR RARL

Chemical raw materials
Includes PET/Nylon chips, PTA and MEG

e TE#
BIEPET/E#EY /- PTARMEG

Chemical fiber materials

Include polyester filament yarn and staple fibers
12 10N

BEkeREREH

. Others
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To capitalize on the business opportunities arising from the rapid
development of the PRC’s polyester filament yarn business, the Group
has formulated a series of expansion plans to seize larger market share.
Based on the product application and process technique studied by
the Group on differentiated new fiber materials, and the knowledge
on the development of differentiated new fiber materials, currently, the
Group is working with relevant experts to explore and form new plans for
production and development; at the same time, adhering to the principal
of attitude to be responsible for the shareholders, the Group will add 1
new production line in the polyester filament yarn production facilities in
Nantong, Jiangsu Province by the end of 2014, which is an optimized
project for new differentiated fiber materials. Subject to the completion
of the implementation, the Group plans to fully apply such technique to
complete the investment in subsequent projects. At the same time, the
Group also plans to implement the sewage treatment project and install
1 new processing line in the dyeing facilities in Hangzhou City, Zhejiang
Province. It is expected that the fabric dyeing and processing capacity
of the Group will be increased during the year. Furthermore, the Group
has been developing new products revolving around market demand
and actively strengthening its efforts in the research and development
of products and design. The new polyester filament yarn products are
expected to commence production in the first half of 2014, and bring
direct sales contributions to the Group.

USE OF IPO PROCEEDS
LS RIEMAR

AMBERBERGRAEBILARERNEK A5H
EHlET — Ry K&t &l ﬁﬁ%ﬁ%ﬁmm%ﬁ
- REASESHAROEECBEETIMEHE
mERMIERN URHEE(EETV R
MER ASEBAFEABEREFEIT LK EE
RENFTHAR ARAZEHRIEBENREE  ~5E
BRZE-—NFREIGEEEMNKRALE
RIS R EELR AR g M RHE LM
MIEE FERTER AEEKTEEERAE—
R B EHEE MIEA - R - NEE IR EE
AT EMMNTHRCRERNEBRKEE TR
EUEMTAEMEMN TRIELR  ERASBEE L
ERINTEENAINFEANEG M i REB—HE)
WIETISHRRARTER BERMNEERKZFTH
MBEHE BHEITAORGRA4ERENR T —UF
F¥FRALEE AASBEEREEHEERR-

Expansion of the production capacity of differentiated polyester

filament yarn (Nantong Yongsheng)

e Will be used for building of additional production lines and acquiring
the production equipment and machines in order to increase the
production capacity of our Nantong production facilities, mainly used
for the production of differentiated polyester filament yarn

BERAERMLGmRAER (BBEKR)

o HRARBEEFEINEERNBAEERE RS DIEINEEEERE
WEE (FZAREEZIRERA)

Dyeing)

(KEERFRE)

o BN

Increasing the processing capacity and improving the waste
water treatment system and energy savings system (Yongsheng

e Will be used for increasing the processing capacity and improving the
waste water treatment system and energy savings system

kHMI%bﬁaﬁ%éﬁmmﬁ*ﬁﬂ%
ST ENE

&Eﬁﬁbzwwb
VRN AL NS

business

Strengthen our research and analysis capabilities and business
development capabilities in textile-related products trading

e Will be used to recruit more research analysts to research on the
market price trend of textile-related products. We also have plan to
send our staff members to seek out potential suppliers and customers
for our trading business

m%ﬁﬁﬁﬁém SEBNME IMREBRREED
s BAXEBREZMASD EEAH’* BARREE MMM EB S IRt &l
REBTAH %%W%@%Eﬁ%ﬁ&%ﬁ

General working capital and other general corporate purposes

e Will be used for general working capital and other general corporate
purposes of our Group

—&%Eﬁﬁ&ﬁﬂ RATH

o BREERR

—REEET MAREM—RAF AR

1 8 Yongsheng Advanced Materials Company Limited ® Annual Report 2013



Management Discussion and Analysis
EIRE T R DT

The Company was listed on the main board of the Stock Exchange ARARERZE—=F+— A+ EtHRBXME
on 27 November 2013 and is fully prepared for the comprehensive REE LT AESNLEREEBRBEATIS LIE
business development in international capital markets. Looking forward, HaNEE - BEHR EF2RENANERRE
the Board believes efforts in exploring differentiated polyester filament NRERANEF G RHAEENMLEERINTER
yarn production and dyeing and processing business will improve the HEREAEERTIZHHFE S - FR - #iRRKE
Group’s competitiveness in the textile industry and capital market. At B ARBRBR  AEEBRFBENOT BN - #
the same time, through stringent cost management mechanism, the BYRAEBNEBEARE ARRERIFE
Group will maintain a sound financial position to continue supporting its B 2 F) [E] 3R o

business expansion strategies, thereby realizing sustainable returns for

shareholders.
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Financial Review
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REVENUE AND GROSS PROFIT

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

Wi & E R

TR AEFRRE—ZE-—=F+-_RA=+—HI
FEREBDME SR ERENBA:

2013:

Year ended 31 December

BE+-A=1+-HLEE
2013 Percentage of 2012 Percentage of
—E-=F% sales —E-C—F sales
RMB’000 HHEERN RMB’000 HEEER
Revenue U 3 ARBT Bt ARBFT BOL
1) Textile-related products trading (Note) NHEBEBEERE S (M) 1,325,166 75.0% 1,754,658 79.4%
2) Polyester filament yarn production (Note) ) i R HEE (M) 314,030 17.8% 338,532 15.3%
- Differentiated =5t 249,576 14.1% 155,659 7.0%
- Regular &R 64,454 3.7% 182,873 8.3%
3) Dyeing and processing YFERMT 128,227 7.2% 117,663 5.3%
1,767,423 100.0% 2,210,853 100.0%

Note: Revenue of trading business included sales of raw materials in
the polyester filament yarn production of RMB4,717,000 (2012:
RMB36,582,000).

Revenue of the Group in 2013 was RMB1,767.4 million, representing
an decrease of 20.1% in revenue. The decrease was mainly contributed
by the decrease in revenue of RMB429.5 million in our textile-related
products trading business, decrease in revenue of polyester filament
yarn production business of RMB24.5 million, offset by the increase in
dyeing and processing revenue business by RMB10.6 million. Details of
the fluctuations of revenue in each business segment were discussed
separately in the section below.

Mizr: BREBHRZILEKERAEENREM A HE
EBARBL47T170000 (ZFE——F: AR
36,582,0007T ) °

REBR T —=Falz A ARE1,767,400,000
T W E R A201% WA EZREKMIE 4 A
EmE S EBH =D AR ®429,500,0007T
Wi = 45 EE B UER D A R #24,500,0007T
FTs Mezm e ki TEBKIEMARE
10,600,0007C AT 8H - B X B D B K E B F 15
R TETD TR e

Year ended 31 December

BEt-A=+-HLEE

2013 Gross profit 2012 Gross profit

—E-=fF margin —E-—F margin

RMB’000 EFIES RMB’'000 E A%

Gross profit ES| AR¥ET T % AREFT %
1) Textile-related products trading ) EERERE S 26,211 2.0% 37,100 21%
2) Polyester filament yarn production (Note) ) RS EE (M3E) 58,370 18.6% 34,848 10.3%
- Differentiated —ZhlE 55,584 22.3% 38,273 24.6%
—Regular -%H 2,786 4.3% -3,425 -1.9%
3) Dyeing and processing JFERMT 44,256 34.5% 37,197 31.6%
128,837 7.3% 109,145 4.9%
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Gross profit of the Group in 2013 was RMB128.8 million, representing
an increase of 18.0%, mainly contributed by the increase in gross profit
of RMB23.5 million and RMB7.1 million in our polyester filament yarn
production business and dyeing and processing business respectively,
offset by decrease in gross profit of RMB10.9 million in our textile-related
products trading business. Details of the fluctuations of gross profit in
each business segment were discussed separately in the section below.

1) Trading business

Financial Review
B 0] Ea

REEBRZZT—=FMEF A ARK128,800,000
T EMN18.0% NEZRAKMM K RAKEE
EBURRERMIEBHEND R MARE
23,500,0007T & A R ¥7,100,0007T AT & ﬁﬁﬁ%@i
MERMONEAREREZEBHEFR DA
#10,900,0007C PR 85 « B XD EMEN ZEh e IE
R TETD FaTR e

1) BEZX%

Year ended 31 December

BE+-A=t+-BLEE

2013  Percentage of 2012 Percentage of
—E-=% sales —E-—F sales
RMB’000 EHEEN RMB’000 {EHEREN
Revenue [h§= ARETT il ARETTT BAl
a) Cotton textile materials (Note i) a) 1841 R A () 428,784 32.3% 764,275 43.6%
b) Chemical raw materials (Note ii b) L TRA (B &) 816,363 61.6% 932,335 53.1%
¢) Chemical fiber materials (Note ii) o f tiw (B 2 79,047 6.0% 56,772 3.2%
d) Others dE 972 0.1% 1,276 0.1%
1,325,166 100.0% 1,754,658 100.0%

Year ended 31 December

HEt-A=+-HLEE

2013 2012

—ZE—=% Grossprofit —ZT——f Gross profit
RMB’000 margin RMB’000 margin
Gross Profit EF ARBTR ER= AREFTT ER=
a) Cotton textile materials (Note i) a) 1BH R e (H&E) 21,051 4.9% 44,844 5.9%
b) Chemical raw materials (Note i) b) 1\t TR % (K &) 1,622 0.2% -8,808 -0.9%
¢) Chemical fiber materials (Note iii o) {La FR B (B &Xiii ) 3,472 4.4% 955 1.7%
d) Others d) EAt 66 6.8% 109 8.5%
26,211 2.0% 37,100 2.1%

Note i: Cotton textile materials include cotton, wood pulp, cotton
pulp, fabrics and cotton yarn.

Note ii: Chemical raw materials include PET/Nylon chips, PTA and
MEG.

Note iii: Chemical fiber materials include polyester filament yarn and
staple fibers.

MiEEi : IRHRERIERTE RS RS IR RAR
4o

Mizri: (L IREBIEPET/ BEYH  PTAR
MEG ©

MfELii : (CERHBIERG RAREH -
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Revenue and gross profit of textile-related products trading
business in 2013 were RMB1,325.2 million and RMB26.2 million
respectively, representing a decrease of 24.5% and 29.4%
respectively, mainly comprise of the following:

i)

i)

Sales volume in cotton textile materials decreased from
57,086 tonnes to 38,445 tonnes and the average selling
price decreased from RMB13,388/tonne to RMB12,246/
tonne. We observed fewer trading opportunities of cotton
in the market during 2013 as compared to 2012 due to the
decline in cotton price and decrease in trading of wood pulp
as part of our trading risk control measure. We maintained a
stable gross profit margin of 4.9% in 2013 as compared to
5.9% in 2012 in the trading of cotton textile materials.

Sales volume in a chemical raw materials decreased from
124,090 tonnes to 104,638 tonnes and the average selling
price increased from RMB7,513/tonne to RMB8,223/tonne.
We observed fewer trading opportunities in PTA and PET/
Nylon chips in the market during 2013 as compared with
2012. In addition, starting from second quarter of 2013, we
reduced low margin trading, especially for MEG as part of
our trading risk control measure. We recorded a gross profit
margin of 0.2% as compared to -0.9% in 2012 in the trading
of chemical raw materials.

Sales volume in chemical fiber materials increased from
2,299 tonnes to 3,039 tonnes and the average selling price
increased from RMB 24,694/tonne to RMB 26,007/tonne.
Due to the increase in demand for premium grade polyester
filament yarns for production, trading volume and average
selling price for polyester filament yarn increased in 2013.
We recorded a gross profit margin of 4.4% as compared to
1.7% in 2012 in the trading of chemical fiber materials.

Polyester filament yarn production business

GEARERESEBR T —=FHKER
EM D B AAR1,325,200,0007T B A R
26,200,0007T * 73 Bl 424.5% 5 29.4% £ &
BIELAT &8

i) MBa R KR8 2 h57,086 72 WA &
£38,4450 MW M FHEEBRARKE
13,38870,  AWEfE = AR ¥12,24670,
AMEHMERE - HRIBIEER T B
UNEARFESHRL EAERMOE SR
BIEHIEREN—H D) RZT—=FR
TG EMRTEEERMEBE T —ZFR
LoBMR _E—ZFNRHERNE S
WIFIBTEENEL.9% T —F — —F 8
55.9% °

iy AEITREMEER124,0902 R >
£104,6382 M8 M FHEEHARE
7,5137C, RUWBHE I E A R #8,2237T
AN HMERE R_T—=FAMH
EHPTARPET BB A BHRK -
—ZERL oI BT —ZFEF
E BITRLERMBENES (LH
EMEG) ' fEARMKE 5 R IZE IS it
H—EH BRANETENEZHEE
ME0.2% M —F— —4F8]45-09% °

iy EHRBOEEM2,209R M N E
3,039 M - MFHIEEhR AR 24,604
gL/ AW N E A R#26,0077T, A
M- AR EEENBERGRANTE K
BN BERHNESERFHEER
T -=FHBFMEN RPN R
BEIBRBEMNRLIA% M_B——F
B A1.7% °

2) HmRAEERK

Year ended 31 December

HEt-A=+-HLEE

2013 Percentage of 2012 Percentage of

—E-=fF sales —E-CfF sales

RMB’000 {hEEEEM RMB’000 hIHEER

Revenue U & AR¥TR BAak ARETR BA
Differentiated =5l 249,576 79.5% 155,659 46.0%
Regular B 64,454 20.5% 182,873 54.0%
314,030 100.0% 338,532 100.0%
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Year ended 31 December

HEt-A=+-HLEE

2013 2012
ZE—=H Grossprofit —ZT—_f Gross profit
RMB’000 margin RMB'000 margin
Gross Profit EF AR%TR ERNE ARETT EFIE
Differentiated Zhlt 55,584 22.3% 38,273 24.6%
Regular B 2,786 4.3% (3,425) -1.9%
58,370 18.6% 34,848 10.3%

Revenue and gross profit of polyester filament yarn production
business in 2013 were RMB314.0 million and RMB58.4 million
respectively, representing a decrease of 7.2% and increase of
67.5% respectively, mainly comprise of the following:

The decrease in polyester filament yarns sales by RMB24.5
million was mainly attributable to the decrease in sales of regular
products of RMB118.4 million, which was offset by increase in
sales of differentiated products by RMB93.9 million. Consistent
with our strategy to focus on differentiated products with higher
gross profit margin, the percentage of the revenue derived from
sales of differentiated polyester filament yarn increased from 46.0%
for 2012 to 79.5% for 2013. As a result, our gross profit margin
increased from 10.3% in 2012 to 18.6% in 2013.

i) Sales volume in differentiated polyester filament yarn
increased 79.1% from 7,290 tonnes to 13,057 tonnes. Due
to the increase in demand for premium grade polyester
filament yarns for production, especially for SPH, CEY, REN
and SSY, the revenue and volume for differentiated polyester
filament yarn increased sharply in 2013. We also launched
new products, such as CEH, CEl and SQH during the year.
The average selling price decreased from RMB21,352/
tonne to RMB19,114/tonne as we lowered the price of
differentiated products in order to earn more market share.
Since a significant portion of cost of sales represented raw
materials costs for PET/Nylon chips and PQOY, the general
decrease in raw materials price benefit our production.
We maintained a stable gross profit margin of 22.3% as
compared to 24.6% in 2012 in the differentiated polyester
filament yarn.

Wi RHEEEBEN T —=FOKER
EF 5 5B A R#314,000,0007T & A B
58,400,0007T " 7 5lIJ& 2°7.2% % 1 1167.5% -
FEBRUTEIE:

T im = 4 8 & BR 2 AR 24,500,000
DNEEHREHREMNBEEERIARE
118,400,0007T * MfE 1 2= Bt 2 i 09 85 & 5812
A R#93,900,0007T Frik 84 o BRI E R
FEREREOEIMELERORE -3 HEE
A RBEHEENREB AR T —ZF
B146.0%ENE-F—=FM79.5% - AL - &
MEFER-T—ZFM10.3%EME=-F
— =% H18.6% °

i) Z= Rk im R 44 B0 §5 2 R 7,290 A 38
IN79.1%%E 13,057 A WA o f A i A 22 1 45
TR m RGN B IE N (L ERSPH
CEY-RENKSSY) @ Z5l{b s K 41
WHEREENR T —ZF RIRE M-
P35 45 A IR HE HH A0 CEH ~ CEI R SQHZ %
EfmeFHEERARE21,3527T /R
WERBEE ARE19114T,/ AWE - [REA
ABERMTAZINCERNERAFIE
ANTHEHE - ARABIHEERR B
PET, fE 8] A R POYH) R 1 B 7 -
WEMHEERER NBERMNEER
FleBMOER KRG RGAEITBTEE
FE22.3% T ——F 0] 524.6% °
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Sales volume in regular polyester filament yarn decreased
57.4% from 14,424 tonnes to 6,141 tonnes. Consistent with
our strategy to focus on differentiated products, we sold
less regular products during the year 2013. 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 gross profit margin of 4.3% as compared to
-1.9% in 2012 in the regular polyester filament yarn mainly
because we ceased production and sales of certain types
of regular polyester filament yarn which had negative or low
gross profit margin.

Dyeing and processing business

BRI G RGN EHR14,424 AW D
57.4%Z6,141 207 o B3, 2 )£ 10 = 5
tEGHRE -3 RMAR_ZT—=F
FREENERERRL BMHEER
HEBHRERTIEATRRMNEER
M+ LA TR 55 e 1 28 B 1 B 1 TR B -

5> A EEE R AN (P E K %
TE) - BMOERBRGRAEIFERNE
43% M-ZZE—Z_FAA-1.9% FTER
EREMELEERBEER TEEERN
ELBEIEENENER KRG

3) FERMIXEK

Year ended 31 December

HE+-HA=1+—-RLEE

2013 Percentage 2012 Percentage
—E-=F ofsales —T——F of sales
RMB’000  {HEHEHEMN RMB'000  f5EEFEH
Revenue U 2 ARETR Bol AREFT B
Processing activity MIES 89,006 69.4% 83,479 70.9%
Direct sales BEERHEE 39,221 30.6% 34,184 29.1%
128,227 100.0% 117,663 100.0%

Year ended 31 December

BE+Z-B=1+—-HLEE

2013 2012

ZE—=H Grossprofit —ZT——f Gross profit
RMB’000 margin RMB'000 margin
Gross Profit EF AR¥TR ERER ARETT EFH=
Processing activity MIES 35,129 39.5% 30,531 36.6%
Direct sales HEHE 9,127 23.3% 6,666 19.5%
44,256 34.5% 37,197 31.6%




Revenue and gross profit of dyeing and processing business in
2013 were RMB128.2 million and RMB44.3 million respectively,
representing an increase of 9.0% and 19.0%, respectively mainly
comprise of the following:

i) Processing volume in dyeing and processing activity
increased 4.3% from 35,558,000 meters to 37,102,000
meters due to the increase in processing orders during
2013. The average processing income remained stable at
RMB2.4/meter in 2013 as compared to RMB2.3/meter
in 2012. We achieved a gross profit margin of 39.5% as
compared to 36.6% in 2012 in the processing activity
because of the economy of scale in operation of the plant
and decrease in costs of production as part of the energy
savings and water recycle initiatives.

ii) Sales volume in direct sale increased 14.7% from
34,184,000 meters to 39,221,000 meters as we developed
more new customers in 2013. The average selling price for
direct sale remained stable at RMB10.8/meter in 2013 as
compared to RMB11.5/meter in 2012. We achieved a gross
profit margin of 23.3% as compared to 19.5% in 2012 for
direct sales mainly due to of the decrease in unit cost of
fabric.

Other gains/losses, net

Other net gains/losses increased by RMB10.5 million from loss of
RMB3.1 million for the year ended 31 December 2012 to RMB7.4 million
for the year ended 31 December 2013, primarily due to (1) the marking
of foreign exchange gain on our accounts receivables and payables
not denominated in RMB (mainly in USD) mainly related to our trading
activities of RMB1.2 million for the year ended 31 December 2013 as
compared to foreign exchange loss for the year ended 31 December
2012 of RMB5.1 million mainly as a result of (a) the record of average
trade payables balance denominated in USD during the year ended
31 December 2013 of RMB90.5 million and average trade receivables
balance denominated in USD during the year ended 31 December
20183 of RMB38.2 million, and therefore resulting in net trade payables
denominated in USD on average for 2013, and (b) the depreciation
of USD against RMB, our functional currency during 2013, leading to
foreign exchange gain resulted from net trade payables in USD; and (2)
a decrease in losses on disposal of financial assets at fair value through
profit or loss of RMB3.3 miillion as we no longer entered into commodities
futures contracts since March 2013.
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I2ERMIEBKR - SE—=FNKRFILE
o Rl A ARE128,200,000T B AR
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Selling expenses

HERM

Year ended 31 December

BE+-A=1+—HLEE

2013 2012

—E-= —E——F

RMB’000 RMB’000

AR¥F T AREFT

Transportation and storage B M ETE 9,268 16,390
Staff costs BTH% 3,753 3,030
Travelling and entertainment expenses EREZEREZ 937 1,641
Commission He 1,015 413
Postage and communications e Bl 281 370
Advertisement and exhibitions BEE MR 162 160
Depreciation and amortisation e M 107 44
Others Hh 552 645
16,075 22,693

Selling expenses decreased by RMB6.6 million, or 29.2% from RMB22.7
million for the year ended 31 December 2012 to RMB16.1 million for
the year ended 31 December 2013, primarily attribute to decrease in
transportation and storage cost by RMB7.1 million, which was mainly due
to (i) we did not trade any cotton from Xinjiang during 2013 but instead
sourced cotton from overseas for domestic sales, and transportation
costs for cotton in Xinjiang were on average higher than those for
overseas purchase, and (i) we conducted more intermediary trade during
the 2013 in which we purchased goods from overseas and then sold
to our customers outside the PRC, and on average we incurred less
transportation and storage costs by conducting intermediary trading than
importing or trading within the PRC.

MERYHBE-_E——F+-_A=+—RILEFE
# A K #22,700,0007T &% 2 A K #6,600,0007T =X
202%EHE_T—=FF+_A=+—HILFEN
AR®16,100,0007T © £ B H R E M FHFFSR D
ARHT7,100,000 FZHO(E MR T —=F 1
MEBEANMENRL MEAEIINESUHNE
NIEE MBI EMNERNA T ESREIN
KEMNEBRA RMRMRZZT—=F#THE
AEZEN- REBEOZESH ZMEE8IMEEY I
HEHE TFTRMNBEINER  mMFEmE - RET
ENESEAMNEGRETRNASEOSERNE S
BB RRETNAR-
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Administrative expenses THE RS
Year ended 31 December

BE+T-A=+—HLEE
2013 2012
—E—-=F —E——F
RMB’000 RMB’000
ARMT T AREF T
Staff costs BIMX 17,024 10,232
Depreciation and amortisation Pr &8 Kk 5 2,677 2,932
Stamp duty, property tax and other surcharges ENTERL ~ W0 258 M E b BfS AN FR 1,899 2,030
Professional service expenses EERBEA 473 447
Listing expenses il 53 10,251 2,647
Bank charges RITIRE 1,780 1,393
Travelling and entertainment expenses ERERERZ 2,141 843
Auditors’ remuneration ZEEN B & 1,277 122
Provision for impairment of receivables FE WK IE R B 367 313
Operating lease rental for buildings BFHLEEERS 1,359 724
Others HAtb 3,112 2,863
42,360 24,546

Administrative expenses increased by RMB17.8 million, or 72.6% from THRAZHAEBE T ——F+ZA=+—HLFE
RMB24.6 million for the year ended 31 December 2012 to RMB42.4 # A K #24,600,0007T # i A K #17,800,0007T =X
million for the year ended 31 December 2013 primarily due to () the R2ENEHE_ZT—=F+_A=1+—RHILEFENA
increase in listing expenses by RMB7.6 million in 2013 due to the [R#42,400,0007T " FE2HRNAEARAN T —=
successful listing of the Company on 27 November 2013, (i) the increase F+—AZ+tARWEmESRZE—=F2LWm
in staff costs of RMB6.8 million to reward employees as a result of the 1% 0 A R #57,600,0007T (V ERAEBER —-Z

improvement in profitability of the Group for 2013, and (jii) increase in —=FMENREZ REEEE EIXNFEMAR
travelling and entertainment expenses and auditors’ remuneration. #:6,800,0007T * F (i) 2 1k K 32 B¢ B8 Sz DA B2 A% 25 B B
S HNFTE -
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Finance costs, net

Net finance costs decreased by RMB7.0 million, or 35.6% from RMB19.7
million for the year ended 31 December 2012 to RMB12.7 million for
the year ended 31 December 2013, primarily due to decrease in interest
expenses on bank borrowings by RMB17.5 million, mainly as a result of
the decrease in bank borrowings of RMB205.5 million from 31 December
2012 to 31 December 2013 according to our strategy to repay bank
borrowings with excess cash balances during the year 2013, offset by (1)
a decrease in interest income from cash and cash equivalents, restricted
cash deposits and other financial assets of RMB7.6 million mainly as a
result of decrease in the aggregate balance by RMB114.3 million from
31 December 2012 to 31 December 2013; and (2) a decrease in net
interest income on loan to related parties of RMB5.1 million as we ceased
borrowing from or lending to related parties during the year ended 31
December 2013.

Profit before income tax

Profit before income tax increased from RMB39.0 million for the year
ended 31 December 2012 to RMB65.1 million for the year ended 31
December 2013 by RMB26.1 million or 66.9%, which was mainly due to
(1) increase in gross profit by RMB19.7 million, and (2) decrease in net
finance costs by RMB7.0 million.

Income tax expenses

Income tax expense increased by 173.5% from 2012 to 2013, which
was larger than the increase of profit before income tax of 66.9% as the
corporate income tax rate of Yongsheng Chemical Fiber doubled from
12.5% for the year ended 31 December 2012 to 25% for the year ended
31 December 2013 as it ceased to enjoy 50% tax holiday from year of
2013 and the accrual for withholding income tax for 2013.

Total comprehensive income

As a result of the foregoing, our total comprehensive income increased
by RMB14.6 million, or 44.1% from RMB33.0 million for year ended 31
December 2012 to RMB47.5 million for the year ended 31 December
2013. Our net profit margin before interest and tax and net profit margin
increased from 2.6% and 1.5% respectively for the year ended 31
December 2012 to 4.4% and 2.7% respectively for the year ended 31
December 2013, mainly as a result of our increased gross profit margin
from 4.9% to 7.3% due to the improvement of gross profit margin of
production activities and decrease in net finance costs.

A H A

MERNFEHBEE T —F+-_A=+—HBL
FEMHAR19,700,0007T 2 A R #7,000,0007C
H35.6%EHE_TE—=—FT A=+ HILFED
AR #12,700,0007T * £ 2 A IRITIEKFEF SR
L AR®17,500,0000 T BREABREAEER =
T—=FFNETEERTERZRBUAREIING
CREBSBRITEFRA-FE——F+=-_A=1+—8H=Z
—E-ZF+-A=+—HREI ARK205,500,000
T EWOBRERREEEY  ZRAIBEERARE
HEeMEENNERAZTZEHRBHT—ZF+=
A=+—HBZ=Z—=F+-A=+—H &H%Ea8
B A R #114,300,0007T iR 4 A R #7,600,000
T ROBEREE - ZT—=+-"A=1+—HItHF
ERMELERABEFERIRLER - HTHEER
BB SRR B U AT B R A A R HE5,100,0007T AT
o

B AT 15 %% 51 a8 7l

BRSNS mE8EE—S——F+-_A=+—H1t
= E M A R #39,000,0007T 1 hi A R #26,100,000
TLEEBINEHE " T—=F+-_A=+—HILF
EH A R #65,100,0007T ' £ Z H A (1)EF A
R #19,700,0007T : R (2)@h & Ak A< % FEm 2 A R ¥
7,000,0007T ©

Frisgsimx

FEMEYA T G —ZF%N
173.5% @R B TS AE F /15 1866.9%  RE A
KBILHOCEMSHEAEE S —=F8TH
EXRBO0NNEBEEREMABE_T——F+=
A=+ —HLEFEMNI25%EEEHE_T—=
+ A=+ BIFEERNBAR T —ZFKE
M SBEE RIE -

HEWERE

MR EMRE  RPINGENGaREREE T —=
FH+ZA=+—HLEFE® ARK33,000,0007T
AR 14,600,000 8441 %EHE T — = 4F
+TZA=+—HIEFENARKAL7,500,0007T °
PIEBRF B RBMEAMENERAFNESBABES
T —F+ A=+ HIFEN2.6%N1.5%LF
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Property, plant and equipment

Property, plant and equipment as at 31 December 2013 decreased by
RMB7.8 million, or 5.6% as compared to 31 December 2012, mainly
attributable to depreciation of RMB11.6 million offset by additions of
RMB6.2 million, mainly for plant and machinery for production.

Financial Review
B4 O] Ea

RZE—=ZFF+_A=+—B0WE BELLXE
R-T-—FtZA=1t—RAREP ARK7,800,000
JLE5.6% EZHARITE ARYE11,600,0007T (#R
EXZAREENHE R#E A R6,200,0007TF7
W) FTEC-

Inventories FE

Year ended 31 December

BE+-A=1+—HLEFE
2013 2012
—E-=F —E——F
RMB’000 RMB’000
AR¥T R ARETT
Trading inventories B H5HIFH 84,268 118,239
Finished goods IR 20,093 23,993
Raw materials JR# 11,752 12,507
Work in progress EEH 3,044 2,040
119,157 156,779
Less: provision BB (5,995) (5,862)
113,162 150,917
Inventory turnover days (Note) FERES B & (M) 27 daysH 33 daysH

Note: Inventory turnover days equals 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.
The calculations in 2012 exclude the balance of Yongsheng (HK)
International Co., Limited as at 31 December 2012.

Inventories as at 31 December 2013 decreased by RMB37.8 million, or
25.0% as compared to 31 December 2012, mainly due to decrease in
trading inventories by RMB34.0 million as a result of decrease in trading
revenue by RMB429.5 million for 2013 as compared to 2012.

Inventory turnover days decreased from 33 days in 2012 to 27 days in
2013, mainly due to the decrease in inventory balance from RMB150.9
million as at 31 December 2012 to RMB113.2 million as at 31 December
2013 as a result of decrease in trading revenue.

B 5T Tﬁﬂﬁﬁﬁﬁﬁﬂﬁmﬁﬁirf%%miﬁ
FBHRUAFAREFRASEFNARE - — T ——
FRFAETREKRR (BE)EBERA Tmf
E——F+-A=+—HHEH%-

R-E—=F+_A=1+—HNGEEE_T——_F
+:ﬂ£+*5/ﬁ%/)\§¢%§3780000071:&250%'
FEHRESFER_ZT—=FNEHRER=
T — —Fi b AR #429,500,0007T M E D A R #
34,000,0007T AT & °

FERAESBHH T ——F23B8EMLPE=_ZT—=
Fro7H FTEARTFEABREZBIRER DB
T——F+=-A=+—H2Z AR#150,900,0007T%
E-T—=F+=ZA=+—H2ZAR¥113,200,000
JCRTER -
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Trade and bills receivables ESRWRERERERE
2013 2012
—E—= —ZF—=
RMB’000 RMB’000
AR¥T ARET T
Trade receivables B 5 ENETE 94,006 207,746
Bills receivable U E R 37,207 42 522
131,213 250,268
Less: Provision for impairment R E R (5,108) (5,116)
Trade and bills receivables — net B ENETE N EWE I H5E 126,105 245,152
Debtors’ turnover days (Note) FEUR R B & (M) 32 daysH 30 daysH

Note: Debtors’ turnover days equals to the average of the beginning and Mi5E: EWERAEBSHEERFIIRFRE FEKR

ending trade receivable balances of the year divided by revenue HERDFHIEBR AN EBRUASFNEEH -
and multiplied by the total number of days for the respective year. ZE-ZFMFBET R AKE (BB BRERE
The calculations in 2012 exclude the balance of Yongsheng (HK) RARKMBEREBETF AR E——F+_A=1T—
International Co., Limited and include trade related receivables due H e U BE 75 008 5 48 B e Gk IE -

from related parties as at 31 December 2012.

Trade and bills receivable as at 31 December 2013 decreased by RZE—Z=ZF+_A=+—HHESEWZHELE

RMB119.0 million, or 48.6% as compared to 31 December 2012, mainly WEER T ——F+_A=+T—HRIARE

attributable to the decline in revenue by RMB443.4 million for the year 119,000,0007C8148.6% ' TEHREE T —=F

ended 31 December 2013 as compared to the year ended 31 December TZAZT—HLEFENRERE S KERD MR

2012 as a result of decrease in trading revenue. HE - ZTZ——F+-_A=+—HIFERIARE
443,400,0007T °

Debtors’ turnover days remained stable at 32 days for year ended 31 BE-ZT=F+_A=1+—HLEFEZEKRER

December 2013 and 30 days for year ended 31 December 2012. FEASETHFINZA MEE2 - ——_F+=
A=+—HIEFEAA30H-
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7% Bl RR
Trade and bills payables EZRANREREBNRRE

2013 2012

—E—= —ZF—=
RMB’000 RMB’000
AR¥T ARET T
Trade payables 2 5 ENFRIE 116,829 235,065
Bills payable ERRE - 1,165
116,829 236,230
Creditors’ turnover days (Note) FEATBR Z A B 88 B 25 (P E) 43 daysH 46 daysH

Note: Creditors’ turnover days equal to the average of the beginning and
ending trade payable balances of the year divided by cost of sales and
multiplied by the actual number of days in respective year. The above
calculations include trade related payables due to related parties.
The calculations in 2012 exclude the balance of Yongsheng (HK)
International Co., Limited as at 31 December 2012.

Trade and bills payable as at 31 December 2013 decreased by
RMB119.4 million, or 50.5% as compared to 31 December 2012, mainly
attributable to the decline in revenue by RMB443.4 million for the year
ended 31 December 2013 as compared to the year ended 31 December
2012 as a result of decrease in trading revenue.

Creditors’ turnover days decreased from 46 days in 2012 to 43 days in
2013, mainly due to decrease in trading revenue during the year resulted
in the significant decrease in trade payable by 50.3%, offset by decline in
cost of sales for the year ended 2013 by approximately 22.0%.

T ENEFRAEBSHEERFIIRFRE HEMNR
HESN T HEGRUEENEABRASENE
BEHE - LHEARNEESNE S RBEE
MNRE ZE—ZF N E LR AKE (FH)
BERERATN-ZE——F+_A=+—HH%&
8o

R-_TE—=ZF+_A=+—ANEFENRBLE
NEBEER-_EZ——F+_A=+—HBRLARE
119,400,000708k50.5% T ZHREE T —=F
TZAZT—HLEFENRERE S RERD MR
BE-_Z——H#+-_A=1+—BLEFERIARE
443,400,0007T °

ENEREAERSH T —F246ARLE-T
—=ZHFZ43H FEHRAFTEEHUWE R DB
Z S ENRBANRRD50.83% R _-_T—=F 2 #
ERA T BE4922.0%FT K 55
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Advances from customers

Advances from customers declined significantly from RMB150.5 million
as at 31 December 2012 to RMB8.1 million as at 31 December 2013 by
RMB142.4 million mainly as (1) decrease in advances from customers
for sales of MEG as we ceased most of MEG trading in 2013, hence
did not record any advance from customers of MEG as at 31 December
2013, and (2) decrease in advances from customers for sales of PTA as
the overseas sales of PTA decreased in 2013 where we received letter of
credit from customers and converted part of them into cash before the
completion of sales, which partly contributed to decrease in advances
from customers.

Cash flow

The following table sets forth a summary of our consolidated cash flow
statements for the year:

EFRBX

BREBRFH T —F+-_A=Z+-—BHHARE
150,500,0007T A & T & A R #6142,400,000C & =
T—=ZF+-A=+—HHAR¥S,100,0007T " £
ZHMMNE PR EMEGH 2 FUR 4+ J5 i 7 1
R —ZFRIKBOMEGE 5 At T —=
F+_A=Z+—BIFAAMEGEFH#EITMEZ
RQBEFE S HEPTANZ TR A - Th AR PTAR &SI
HERZE—=FRD MEMREGINEEFTERP
WERERETREETKRATKET D LB ARS -
IR BHEFBFRD

BERE

TREJFAEHESRERBE:

2013 2012

= —FCF

RMB’000 RMB’000

AR%TR ARBTT

Net cash (used in)/generated from operating activities ~ #&% 58 (FTH) /FI13E &35 (6,664) 114,955

Net cash generated from investing activities REZHMEHRLFE 232,452 219,144

Net cash used in financing activities MEIZBMAR S FH (135,845) (304,070)

Net increase in cash and cash equivalents ReRBESSHEYEMTFE 89,943 30,029

Cash and cash equivalents at beginning of the year FUHR2EREEFEY 75,700 46,130
Effect of foreign exchange rate changes RekReFEMINEEXEEH

on cash and cash equivalents -2 916 (459)

Cash and cash equivalents at end of the year FRESRRESSEY 166,559 75,700
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Cash flow from operating activities

Our net cash used in operating activities amounted to RMB6.7 million,
which was primarily attributable to (1) profit before taxation of RMB65.1
million, (2) decrease in advance receipts from customers by RMB142.4
million as we did not record any advances from customers in MEG
trading and decrease in advances from PTA customers, offset by (3)
decrease in inventories primarily due to the tightened inventory control
in the textile-related products trading business and (4) decrease in
prepayments, deposits and other receivables of RMB31.8 million due to
the full settlement of the loan and consideration receivable balances in
Yongsheng (HK) International Co., Limited.

Cash flow from investing activities

We generated cash from investing activities of RMB232.5 million in
2013, which was mainly due to the proceeds from maturity of wealth
management products of RMB190.7 million, loan repayment from one of
the customer of our Group of RMB20.8 million and decrease in restricted
bank deposits of RMB13.0 million, mainly due to decrease of restricted
cash deposits for letter of credit as consistent with decrease in trade
payables incurred from letter of credit from 2012 to 2013.

Cash flow from financing activities

Net cash used in financing activities in 2013 amounted to RMB135.8
million, which mainly consisted of net repayment of bank borrowings of
RMB204.1 million and interest paid of RMB20.5 million, according to our
strategy to repay bank borrowings with excess cash balances during
2013 in order to reduce finance costs, offset by proceeds from issuance
of ordinary shares of RMB88.7 million during IPO of the Company.

Financial Review
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:%‘:%M Egﬁﬁ.ﬁumi

AEEK & EE TR IR © F 7 E AR 6,700,0007T
Hrp ¥ Z B0 AR A A K %65,100,0007T * (2)
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REFBHRERE

AEBR T =—FAREZPELENREABARE
232,500,0007T * Itk E RN B BRI E B TSR
IH AR ¥190,700,0007T AEBEF —ZERFEEE
AR 20,800,0007T & 32 BR Hll #R 1717 5008 D> AR #&
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135,800,0007C - AR F EZBFEERITERFEAR
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Capital Structure

The Company’s issued share capital as at 31 December 2013 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 borrowings by
total equity) as at 31 December 2013 was approximately 69.9% (31
December 2012: approximately 223.8%). The current ratio (calculated
as current assets divided by current liabilities) as at 31 December 2013
was approximately 1.48 times (31 December 2012: approximately 1.07
times).

Liquidity, financial resources and use of the IPO
proceeds

As at 31 December 2013, the total amount of the borrowings by the
Group was RMB221.6 million (31 December 2012: RMB427.1 million).
The Group settled borrowings in the amount of approximately RMB205.5
million for the year ended 31 December 2013. The Group’s cash and
bank balances, including restricted cash, amounted to RMB284.9
million (31 December 2012: RMB208.1 million). The Group has received
net proceeds of HK$81.5 million (approximately RMB63.7 million) from
issuance of ordinary shares under the share offer on 27 November 2013.
The Group has not utilised the net proceeds as at 31 December 2013
and intends to apply the net proceeds in the manner consistent with that
disclosed in the announcement of the Company dated 26 November
20183 in respect of the share offer.

Pledge of Group’s assets

As at 31 December 2013, bank borrowings of RMB86,471,000
were pledged by restricted bank deposits of RMB91,273,000, bank
borrowings of RMB5,705,000 were pledged by restricted cash and bills
receivable with net book value of RMB6,430,000 and RMB200,000
respectively and bank borrowings of RMB88,000,000 were pledged by
buildings with net book value of RMB43,903,000 and land use rights with
net book value of RMB27,137,000.

RN

ARRRZF—=F+A=+—"HNEHTRAEAR
4,000,000/ 7T * % /400,000,000f% % f% E {€0.01
BT B -

AEBRRBENERBR MERZZ—=F+=
A=+—BMaBafgatt X (R BEREER
AR AETE) D AE99% (T E——F+_F
=+—H:4223.8%) R ZE—=F+_A=+—
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Operating lease commitments

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

Financial Review
B O] ER
RETHARIE

AEERBEIAEHEEROBTFINNORKKE
HEMNZRERNAT

2013 2012
—E-=F —E——F
RMB’000 RMB’000
ARBTT ARBTIT
Not later than 1 year TER—F 1,066 652
1 -2 years —FEWF 596 570
2 - 3 years MER=F 399 599
2,061 1,821

Capital commitments and contingent liabilities BEXEAERIAEE

As at 31 December 2013, the Group has no material capital
commitments or contingent liabilities.

Material Acquisition and Disposals

Save as disclosed in the “History and Development” section in
the prospectus of the Company dated 15 November 2013 (the
“Prospectus”), the Group did not have any material acquisition or disposal
of subsidiaries or associates during the year ended 31 December 2013.

Exposure to fluctuations in exchange rates and
related hedge

Most transactions of the Group are settled in Renminbi (“RMB”) since
the operations of the Group are mainly carried out in the PRC, and the
major subsidiaries of the Group are operating in an RMB environment
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.
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Financial Review
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Employee benefits and remuneration policies

As at 31 December 2013, the Group had a total of 504 employees (31
December 2012: 518). The employees of the Group were remunerated
based on their experience, qualifications, the Group’s performance and
the prevailing market conditions.

During the year, staff costs (including Directors’ remunerations) amounted
to RMB37.6 million (31 December 2012: RMB31.4 million). 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 period from the date of adoption
of the Scheme (i.e. 7 November 2013) to 31 December 2013, no share
options were granted to any persons including Directors or employees of
the Group under the Scheme.

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.

Significant investments held

There was no significant investment held by the Company as at 31
December 2013.

Dividend policy

The Board does not recommend the payment of final dividend for
the financial year ended 31 December 2013. The Board intends to
commence paying appropriate dividends in subsequent financial years
on the condition, however, that the Company’s business operations,
financial and cashflow position, capital expenditures and other related
considerations are appropriate. In particular, the Company must be
assured that financial resources available at that time will be sufficient
to achieve sustained and favourable long-term growth and complete
investment projects that will create shareholder value.
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Directors and Senior Management

EXECUTIVE DIRECTORS
Mr. Li Cheng

aged 51, an executive director and the chairman of the Board of the
Company. 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 (the current Hangzhou Yongsheng Group Limited
(“Yongsheng Group”)). He served as the general manager of Hangzhou
Yongsheng Weaving Limited from June 1999 to April 2003. Since 2003,
Mr. Li has been appointed as a chairman of the board of director of
Yongsheng Group. Mr. Li has been a senior economist since October
2018.

Mr. Li completed his professional study major 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 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 and the standing
council member of the China Chemical Fiber Association in April 2012.
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.
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Directors and Senior Management
EEREREEE

Mr. Zhao Jidong

aged 49, an executive director and 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 also 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 (the
“Shanghai Stock Exchange”) (stock code: 600094), and from November
2006 to July 2011, Mr Zhao had been the deputy general manager and
chief engineer of Shanghai Huayuan Company Limited.

Mr. Zhao obtained his bachelor degree major in textile engineering from
Wuxi Light Industry Institute (now known as Jiangnan University) in
July 1985. Mr. Zhou 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 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 Mr. Zhao
had been granted as 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 Jiangsu Province Textile Industry
Bureau Job Title Reform Office and professor level senior engineer by
Jiangsu Department of Personnel respectively in 1995 and 2000, and Mr.
Zhao was engaged by the Graduate School of Donghua University as an
out-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 awarded
the 2nd prize of Jiangsu Province Science and Technology Advancement
Awards on his projects 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 “Candidate 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

aged 39, an executive director of the Company and general manager
of Hangzhou Xiaoshan Yongsheng Foreign Trading Company Limited
(“Hangzhou Yongsheng Trading”). Mr. Li 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 trading
business. 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 from January 2000
to December 2004, he was the department manager in chemical fiber
department of Yongsheng Group. Since March 2005, he has been the
general manager of Hangzhou Yongsheng Trading.

Mr. Li has also completed the Senior Training Course for Chief Executive
Officer of Growth Enterprise offered by Zhejiang University in January
2008. Mr. Li is the nephew of Mr. Li Cheng.

Mr. Ma Qinghai

aged 39, an executive director of the Company and general manager
of Hangzhou Huvis Yongsheng Dyeing and Finishing Company Limited
(“Yongsheng Dyeing”) manufacturing division. 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 internal
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 he has held
the general manager 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
2007, and 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.

Directors and Senior Management
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Directors and Senior Management
EEREREEE

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Duan Xiaoping

aged 44, an independent non-executive director of the Company
appointed on 7 November 2013. Mr. Duan is also a member of the
Audit Committee, the Nomination Committee and the Remuneration
Committee under the Board. Mr. Duan mainly provides his independent
judgment on strategy, performance, resources, code of conduct and
other aspects of the Company. Mr Duan is the Chairman of China
Chemical Fiber Association. Mr. Duan was the deputy division head of
China Textile Association from August 1991 to August 1998. Mr. Duan
held the position of deputy general manager in China National Chemical
Fiber Corp. from January 2002 to September 2007. From September
2007 to November 2008, Mr. Duan assumed the position of deputy
general manager of Zhejiang Hengyi Group. From November 2008 to
August 2010, he was the general manager of China Garments Co.,
Ltd, a company which is listed on the Shenzhen Stock Exchange (the
“Shenzhen Stock Exchange”) (stock code: 000902). Since September
2010, Mr. Duan has been the director of Research and Development
Centre of Textile Chemical Fiber Products and the director of China
Chemical Fiber Association. Mr. Duan was also appointed as a director
of the chemical fiber professional committee of China Textile Engineering
Society in July 2012. Since 2011, Mr. Duan has been the independent
director of Tong Kun Group Co., Ltd. (“Tong Kun Group”, a company
which is listed on the Shanghai Stock Exchange, stock code: 601233)
and Tangshan Sanyou Chemical Industries Co., Itd (a company which
is listed on the Shanghai Stock Exchange, stock code: 600409). Tong
Kun Group is a holding company of fl R £ BN T E@B{LBER A F], a
supplier of the Group. Mr. Duan has also been the independent director
of Zhejiang Huafon Spandex Co., Ltd. (a company which is listed on the
Shenzhen Stock Exchange, stock code: 002064) and Zhejiang Hengyi
Group Co., Ltd. (a company which is listed on the Shenzhen Stock
Exchange, stock code: 000703) since February 2008 and May 2011
respectively.

Mr. Duan graduated in chemical fiber from the China Textile University
(now known as Donghua University) in July 1991 and obtained a master
degree in materials engineering there in May 2004. In July 2007, he was
awarded a master of business administration of senior management
by Fudan University. Mr. Duan also completed the Training Course for
Senior Management of Listed Company offered by Shenzhen Stock
Exchange in March 2011. Mr. Duan was awarded the first prize of science
technological advancement by China National Textile and Apparel
Council in October 2011 on his project of “Ten Thousand Tonnes Level
Nationalization PBT Continuous Integration Setting and Fiber Product
Development”.
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Ms. Wong Wai Ling

aged 52, an independent non-executive director of the Company
appointed on 7 November 2013. 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 for more than seven years 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 China Ruifeng
Renewable Energy Holdings Limited (previously known as China Ruifeng
Galaxy Renewable Energy Holdings Limited) (stock code: 527), Overseas
Chinese Town (Asia) Holdings Limited (stock code: 3366) and AVIC
International Holdings Limited (previously known as CATIC Shenzhen
Holdings Limited) (stock code: 161), all of which are companies which
are listed on the Main Board of the Stock Exchange. Ms. Wong is also
an executive director and chief executive officer of JC Group Holdings
Limited, a company which is listed on the Growth Enterprise Market of
the Stock Exchange (stock code: 8326).

Ms. Wong obtained a Bachelor of Arts degree from University of Hong
Kong in November 1983 and a postgraduate diploma in account and
finance from the London School of Economics and Political Science,
University of London, in the United Kingdom in July 1985. 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 and a fellow member of Hong Kong
Institute of Certified Public Accountants since May 1995 and February
2001 respectively.

Mr. Shiping James Wang

aged 53, an independent non-executive director of the Company
appointed on 7 November 2013. He is also a member of the Audit
Committee and the Nomination Committee under the Board. Mr. Wang
mainly provides her 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 30 June 2013.

Mr. Wang obtained his master degree of science in biochemical
engineering from Massachusetts Institute of Technology in May 1988.
He further 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.

Directors and Senior Management
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Directors and Senior Management
EEREREEE

SENIOR MANAGEMENT
Mr. Zhao Ganghua

aged 50, the general manager of Hangzhou Huvis Yongsheng Chemical
Fiber Company Limited (“Yongsheng Chemical Fiber”). Mr. Zhao has
over 15 years of experience in management, and is mainly responsible
for management and supervision of day-to-day operation of fiber
manufacturing business of Yongsheng Chemical Fiber under the Group.
Mr. Zhao was the vice president of Yongsheng Group from January
2007 to December 2011, and he joined Yongsheng Chemical Fiber
as a general manager as well as the chairman of the Labour Union of
Yongsheng Group in February 2008. Mr. Zhao worked in Singapore
Dongyuan China Investment Company Limited as the chairman
assistant from February 1995 to January 1999. He worked in Shenzhen
Franchise Association as a vice secretary-general from November 2001
to November 2002, and he was the management advisory counsellor of
Hangzhou Shidai Guanghua Limited from May 2003 to December 2005.

Mr. Zhao completed the enterprise management course held by Vigor
Management Consulting Co., Ltd. in March 2001 and further obtained
his master of business administration from the University of Ballarat in
Australia in May 2003. He was invited by Huzhou University as guest
lecturer in June 2005. He was named as the “Asia Top Ten Trainer” by the
International Profession Training Business Society in 2006. Mr. Zhao has
been a senior economist since December 2009.

Mr. Shi Hongxing

aged 45, the general manager of Nantong Yongsheng Fiber Advanced
Materials Company Limited (“Nantong Yongsheng”), and is mainly
responsible for management and supervision of day-to-day operation of
fiber manufacturing business of Nantong Yongsheng under the Group.
Mr. Shi joined the Group in June 2010 since the incorporation of Nantong
Yongsheng. 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, and 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

aged 34, the financial controller, company secretary and authorised
representative of the Group. Mr. Leung has over 12 years of experience
in audit and accounting industry, and is mainly responsible for 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 with his secondment to KPMG Huazhen
Beijing Office from January 2008 to September 2009.

Mr. Leung obtained his bachelor of arts in accountancy from The Hong
Kong Polytechnic University in November 2001. Mr. Leung has been a
fellow member of The Association of Chartered Certified Accountants
and a fellow member of the Hong Kong Institute of Certified Public
Accountants since December 2009 and May 2012 respectively. Mr.
Leung is currently studying the Master of Corporate Governance
programme at The Hong Kong Polytechnic University.

Mr. Li Min

aged 46, the head of internal audit department of the Group. Mr. Li
has over 20 years of accounting experience, and is mainly responsible
for internal control and risk management of the Group. Mr. Li joined
Yongsheng Group in March 2000 as a financial manager and then a
director. Prior to joining Yongsheng Group, Mr. Li worked as an assistant
accountant in various factories including Xiaoshan Agricultural Machinery
Factory (currently known as Hangzhou Safe Company Limited) from
1986 to 1987, Xiaoshan Building Materials Factory from 1993 to 1997
and Saintyear Holding Co., Ltd. from 1997 to 1999.

Mr. Li completed his higher education in industrial statistic in Hangzhou
Business School in June 1992. Mr. Li was awarded as the “2003
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

aged 40, 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
20083. She was the financial accountant of Zhejiang Asia Pacific Electrical
and Mechanical Group Limited from July 1995 to November 2001.

Ms. Zhang completed her higher education in accounting in the Central
China Agricultural University in July 1995. Ms. Zhang has been conferred
by the Ministry of Finance of the PRC as an intermediate accountant
since May 2002.

Directors and Senior Management
EEREREERE

2Ly Y o

B4p%  AEBEZ MK EE  REWERRERLKR R
EEERA LB ERGFRBI2FER T288
AEENMERRIRE - REER-_F——F_A
MK (BE)EBEBRAR -FR_EE—FN
AZ T ——F—-HEBRNEFH SN EHKH -
TR-BBENF-AZ_ZEZNFAARHAEES
BERIERIFER -

REER-FE—F+ - AREERTALDEE
HBXBLRE REESHE-FEAET A
E-F-—FEARKARHFAREHMAGER
EARERRHBARARRE  REERNERS
BTARERCEEARLRE-

FHRE

465% EENBEEF AT E - FALEHEHB20F &
K TRABRAKRENASEERERER TR
EE_TRTF-_AMBKBEER EREECYH
KEREE - RN MBEKEEEA BNEEITRIE
EBEEHE BER - NANARFE-NANELEFE
BR@LEE CRBRNRREBERAR) R
—NAN=ZFEZ-NANELFEEBRBLEMR &R
—NAEFE-NNNAFEBR=TTEREEAFR

NCIM

FEER—AN_FNARMMNBERR K TES
AHNEEHE -FREN _ZEEWUFRERMTL
BEEREGRIRN [2003F EMMBHEDEBEF LT
MBIIEEI B YA _ZZAF+— AkeEd
B BRER IR T = A & AT AM SR AT

RAR LT

405 EEHBHEE TEABAEENBAAN
BSERRESER LR -BE=F 1 AMmE
KEEE BR—ANRELAE TR —F1—
AREENIEARBEEERA MR-

BER—NWNEFEAZERETRIABNEE
BEHERR - RLT AT _FHARTEHEN
BEB IR T oh A & St EDEE AT -

KEFHEERAT « 20358 43



Directors and Senior Management

EEREREEE
Mr. Xu Bing

aged 33, the head of human resources and administration department
of the Group. Mr. Xu has over 10 years in human resources and
administration management, and is mainly responsible for human
resources management and administration. Mr. Xu has joined Yongsheng
Weaving since 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 head of human resources and administration
department in December 2008. He worked as the manager of the human
resources department of Zhejiang Chenhui Lighting Company Limited
from July 2002 to May 2003.

Mr. Xu graduated in Hubei Xiangfan Institute majoring in business
administration in June 2002.

Mr. Xu Hua

aged 48, the supervisor of product information department of the Group.
Mr. Xu has over 20 years of experience of fabric product development,
and is mainly responsible for product research and development and
market research. Prior to joining Yongsheng Group in March 2011, Mr.
Xu 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 graduated from Nantong Textile Institute in July 1987 majoring
in textile engineering and was accredited as a senior engineer in
2002. He was awarded the 3rd prize, the 3rd prize and the 2nd prize
of Jiangsu Province Science and Technology Advancement Awards
by Jiangsu Province Science and Technology Advancement Judging
Committee on his projects of “High Stimulation Twisted Peach Skin
Flannel”, “The Ultrafine Composite Fabric Thread” and “The Sea-island
Ultrafine Composit Synthetic Chamoic Leather” in September 1996,
October 1999 and December 2001 respectively. Mr. Xu was appraised
by the People’s Government of Jiangsu Province in September 1997
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 with Five-One Labour Medal
by Yangzhou Federation of Trade Unions in 2006. Furthermore, he was
also 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.
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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”) — Appendix 14 to the Listing Rules.
During the period from 27 November 2013 (date of listing of the shares
on the Main Board of the Stock Exchange) (the “Listing Date”), to the date
of this report (the “Review Period”) save as disclosed below, the Board
considered that the Company had complied with the Code.

Code provision A.1.1

According to code provision A.1.1, the Company should hold at least four
board meetings in the year. Since the company was listed on the Stock
Exchange on 27 November 2013, which is closed to end of the year, only
one board meeting was held during the Review Period. The Company
believes that such derivation to the relevant code provision will not affect
the decision making and effective communications of the Board.

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 optimise
the interests of 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.

The Board currently comprises four executive Directors and three
independent non-executive Directors. During the Review Period, the
Directors were:

Executive Directors

Mr Li Cheng (Chairman)
Mr Zhao Jidong (CEO) (appointed on 7 November 2013)

Mr Li Conghhua (appointed on 7 November 2013)
Mr Ma Qinghai (appointed on 7 November 2013)

Independent Non-Executive Directors

Mr Duan Xiaoping (appointed on 7 November 2013)
Ms Wong Wai Ling (appointed on 7 November 2013)
Mr Shiping James Wang (appointed on 7 November 2013)

The brief biographic details of and relationships between the existing
Directors are set out in the section headed “Directors and Senior
Management” on pages 37 to 41. Save as disclosed under the section
headed “Directors and Senior Management”, there is no financial,
business, family or other material or relevant relationships between Board
members and in particular, between the chairman of the Board (the
“Chairman”) and the chief executive officer of the Company (the “Chief
Executive Officer”).

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

Board Meetings

The Board meeting is held regularly. In addition to regular meetings, it
meets as and when warranted by particular circumstances. During the
Review Period, one Board meeting was held. The Directors attended
the meeting in person or by telephone in accordance with the Articles of
Association.

A record of the Directors’ attendance at the Board meeting held during
the Review Period is set out as follows:
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(Attendance/Number of
Board meetings held)

(HERE FMBTESE
BRXE)
Executive Directors HITES
Mr. Li Cheng A 1/
Mr. Zhao Jidong HEER A 1/
Mr. Li Conghhua FHAEESL A 1/
Mr. Ma Qinghai 558%EE 1/1
Independent Non-Executive Directors BYKBITES
Mr. Duan Xiaoping s/ NS A 1/
Ms. Wong Wai Ling HERXT 1/
Mr. Shiping James Wang FiFEAE 1/1

The Annual General Meeting (“AGM”) of our company will be held on 5
June 2014. Qur directors, financial controller and company secretary and
other senior executives of the Company will attend the AGM together
with our external auditor to answer any questions from 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 leadership and control of the Group and
be 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 has 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 on 7
November 2013. The Nomination Committee has from time to time
identify 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 annual general meeting of the Company in accordance with
the articles of association of the Company.

In accordance with Article 108(a) of the Articles of Association, at
each annual general meeting of the Company, 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 will offer themselves for re-election. Accordingly,
Mr. Li Cheng, Mr. Ma Qinghai and Ms. Wong Wai Ling will retire from office
as Directors, being eligible, will offer themselves for re-election at the
forthcoming annual general meeting of the Company.
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Insurance of the Directors and Officers

The Company has bought a liability insurance for Directors and officers in
respect of legal action against the Directors and officers has been bought
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
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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professional development

programmes)

(FESXRRRABERR)
Executive Directors HITES
Mr. Li Cheng Tk E 1,2,8
Mr. Zhao Jidong HHER T A 1,2,3
Mr. Li Conghua FHAZE L 1,2,3
Mr. Ma Qinghai 558/EE 1,2,3
Independent Non-Executive Directors BYKBITES
Mr. Duan Xiaoping uh /N A 1,3
Ms. Wong Wai Ling H5ERZT 1,3
Mr. Shiping James Wang FHFEE 1,3
Notes: Bt o
1 Attend induction program organized by lawyers of the company 1 o FE AR B R AT AR 4 0 A B RS Y ER AR

2 Attend internal training organized by company secretary of the
company

3 Reading relevant materials of workshops/internal training/updates on
the Listing Rules and other applicable regulations
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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 Chief
Executive Officer is Mr. Zhao Jidong. The Chairman 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 Chief Executive Officer 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 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 and making recommendation
to the Board on the remuneration packages of individual Directors’
and senior management. The Remuneration Committee also make
recommendations to the Board on the remuneration packages
of individual executive 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 Chief Executive Officer,
assessed performance of non-executive Directors, independent non-
executive Directors and Chief Executive Officer and approved the terms
of independent non-executive Director’s service contracts.
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There is one meeting held during the Review Period and the attendance
by each committee member is set out below:

Corporate Governance Report
rEERRE

REHHAR |77 —RXE% BUZBEEKENH
FREREINMT

(Attendance/

Number of meetings)

Members of Remuneration Committee FHMEEERE (HEXREEERE)
Ms. Wong Wai Ling (Chairladly) BERZL (£EF) 1/1
Mr. Zhao Jidong THAEREE 1/1
Mr. Duan Xiaoping s/ N 11

Nomination Committee

The Company established 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 reviewed
the structure, size and composition of the Board and assessed the
independence of the independent non-executive Directors. The
Nomination Committee also endorsed 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 be 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 this policy, as appropriate, to
ensure the effectiveness of this policy.
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There is one meeting held during the Review Period and the attendance
by each committee member is set out below:

REHHAR |IT7T —RE% BUZBEEKENH
FREREINMT

(Attendance/

Number of meetings)

Members of Nomination Committee REZEBAE (HEXREEERE)
Ms. Li Cheng (Chairman) WAL (FE) 1/1
Mr. Duan Xiaoping /NS 1/1
Mr. Shiping James Wang FitFEE 1/1

Audit Committee

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 has 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 Prospectus, annual report and the final result of
the Group for the financial year ended 31 December 2013. The Group’s
final results for the financial year ended 31 December 2013 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 is one meeting held during the Review Period and the attendance
by each committee member is set out below:
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REHHAR |IT7T —RE% BUZBEEKENH
FREREINMT

(Attendance/

Number of meetings)

Members of Audit Committee ERZEBRE (HERE &KX
Ms. Wong Wai Ling (Chairladly) BERZL (£E) 1/1
Mr. Duan Xiaoping /NS 1/1
Mr. Shiping James Wang FitFEE 1/1

INTERNAL CONTROL

The Board is committed to manage business risks and to maintain
a proper and effective system of internal control to safeguard the
shareholders’ investments and the Group’s assets. The Board, through
the Audit Committee, has 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 has fully complied with
the Code in respect of internal controls during the Review Period.

COMPLIANCE AND ENFORCEMENT OF
THE NON-COMPETE UNDERTAKING FROM
CONTROLLING SHAREHOLDERS

As disclosed in 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 have 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, engaged 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.
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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 2013. 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 2013.

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, our Company
has engaged an independent consulting firm (the “Internal Control
Consultant”) as our internal control consultant in November 2012 to
review selected areas of our 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 (jii) social insurance contributions and has recommended remedial
measures to enhance our internal control system. Set out below is the
status of the remedial actions taken in relation to those non-compliance
matters as at the date of this annual report:

Non-compliance bill arrangement

As disclosed in the Prospectus, we 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, our 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;
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° 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 our Group performs checking on
the compliance regarding non-compliance bill arrangement on a
monthly basis.

In addition, we have appointed an independent external consultant to
examine and monitor our bill financing activities. Based on the review
performed, no non-compliance bill arrangement incident is noted from
the period from 1 March 2013 to 31 December 2013.

Housing provident fund and social insurance
contribution

As disclosed in the Prospectus, we did not make full social insurance and
housing provident fund contributions for all of our 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, our 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.

In 2013, the Company has make full social insurance and housing
provident fund contributions for all of our respective employees as
required under the relevant national PRC laws and regulations.
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Regulatory requirements of applying building
ownership certificate

As disclosed in the Prospectus, we are not able to obtain the
building ownership certificate for one building with gross floor area
of approximately 70 square metres in our Nantong plant (“Defective
Building”). The Defective Building had been vacated and no longer in use
during the year. The Defective Building could be demolished if necessary
and the estimated time and cost of demolishment is not significant to the
Group.

AUDITOR’S REMUNERATION

The Group’s external auditor is PricewaterhouseCoopers. The
remuneration paid or payable to the external auditor of the Group for
the financial year ended 31 December 2013 comprised fees for audit
services of RMB950,000 (2012: Nil). During the financial year ended 31
December 2013, there was no non-audit service provided by our external
auditor.

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
auditors of the Company acknowledges its reporting responsibilities
in the auditor’s report on the financial statements for the financial
year ended 31 December 2013. The statement by the auditors of the
Company about their responsibilities for the financial statements is set
out in the report of the independent auditor’s 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.
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COMPANY SECRETARY

Mr Leung Ho Yan Julian 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
and is responsible for advising the Board on corporate governance
matters and facilitating communication between 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 “Directors and Senior Management” on page 43 of this
annual report.

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 holding, at the date of deposit of the requisition, 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.

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
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
shareholders from time to time. Shareholders’ enquiries and concerns
will be forwarded to the Board and/or relevant Board Committees of the
Company, 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, and the current version
of which is available on the websites of the Stock Exchange and the
Company.

Number of shares
Our total number of shares outstanding in 31 December 2013 is

400,000,000. The company will periodically announce the total number
of issued shares in its monthly returns.
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Important schedule for shareholders - AGM

Our AGM will be held in Cliftons Hong Kong, Level 5, Hutchison House,
10 Harcourt Road, Central, Hong Kong on 5 June 2014. Details of the
AGM and resolutions will be dispatched at the time together with this
annual report.

Information for Hong Kong branch registrar

Tricor Investor Services Centre
26/F Tesbury Centre, 28 Queen’s Road East, Hong Kong
(Will be relocated to the following address
with effect from 31 March 2014)
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 applying and
complying with the Code but also about promoting and developing an
ethical and healthy 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 promote and improve the
transparency are also welcomed.

On behalf of the Board

Li Cheng

Chairman

Hong Kong, 25 March 2014
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Report of the Directors
EEEHE

The Directors have pleasure in submitting their annual report and the
audited financial statements for the financial year ended 31 December
2013.

PRINCIPAL ACTIVITIES

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law (as revised) 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 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, the provision of dyeing services of differentiated polyester
filament fabric and trading of textile raw materials and products in the
People’s Republic of China (the “PRC”). There were no significant
changes in the nature of the Group’s principal activities during the year
ended 31 December 2013.

SUBSIDIARIES

Particulars of the Company and the Group’s subsidiaries as at 31
December 2013 are set out in note 9 to the financial statements.

FINANCIAL STATEMENTS

The profit of the Group for the financial year ended 31 December 2013
and the financial conditions of the Company and the Group as at that
date are set out in the financial statements on pages 76 to 178.

REORGANIZATION AND USE OF PROCEEDS
FROM SHARE OFFER

Pursuant to a reorganization scheme 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.
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As part of the preparation for the listing of the Shares of the Company
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 of the Company dated 15 November 2013 (the
“Prospectus”) and the announcement dated 26 November 2013 for the
share offer.

The Company’s 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
2013 are set out in the Consolidated Statement of Changes in Equity on
page 81.

As at 31 December 2013, the Company had distributable reserves of
approximately RMB87,510,000 (2012: approximately RMB49,601,000)
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 note 18 to the financial statements and the paragraph “Share
Option Schemes” below, respectively.

DIVIDEND

The Directors do not recommend the payment of any dividend in respect
of the financial year ended 31 December 2013.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the financial year
are set out in Note 7 to the financial statements. An independent
property valuer has valued our property interests and is of the opinion
that the market value of our property interests in aggregate amounted to
RMB154.5 million as of 30 September 2013. Details of valuation of our
property interests as of 30 September 2013 are set out in Appendix Ill to
the Prospectus. Should our property interests stated at such valuation,
the amount of additional depreciation charged against the consolidated
statement of comprehensive income would be RMB534,000.
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MAJOR SUPPLIERS AND CUSTOMERS

During the year ended 31 December 2013, the aggregate sales
attributable to the Group’s five largest customers accounted for
approximately 25.1% of the Group’s total sales and the sales attributable
to the Group’s largest customer accounted for approximately 13.5% of
the Group’s total sales. During the year ended 31 December 2013, the
aggregate purchases attributable to the Group’s five largest suppliers
accounted for approximately 25.3% of the Group’s total purchases and
the purchases attributable to the Group’s largest supplier accounted for
approximately 7.1% of the Group’s total purchases.

So far as is known to the Directors, other than those disclosed in
“Connected transactions and related party transactions” section in this
report, none of the Directors, their associates 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.

CHARITABLE DONATIONS

The Group made charitable donations during the financial year totalling
RMB798,000.

BANK BORROWINGS

Details of bank borrowings of the Group as at 31 December 2013 are set
out in note 23 to the financial statements.

DIRECTORS

The Directors of the Company during the financial year up to the date of
this report were

Mr. Li Cheng (Z#) (Chairman)
Mr. Zhao Jidong (#8458 ) (Chief Executive Officer)
(appointed on 7 November 2013)
Mr. Li Conghua ( Z=F2% ) (appointed on 7 November 2013)
Mr. Ma Qinghai ( 555 /8 ) (appointed on 7 November 2013)
Ms. Wong Wai Ling (E&£% ) (appointed on 7 November 2013)
Mr. Duan Xiaoping (/)N ) (appointed on 7 November 2013)
Mr. Shiping James Wang (appointed on 7 November 2013)
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Mr. Li Cheng, Mr. Ma Qinghai and Ms. Wong Wai Ling are due to retire
from the Board at the forthcoming Annual General Meeting. Being
eligible, they offer themselves for re-election. None of the retiring Directors
proposed for re-election at the forthcoming Annual General Meeting has
a service contract with the Company which is not determinable by the
employer within one year without payment of compensation (other than
statutory compensation).

BOARD OF DIRECTORS AND SENIOR
MANAGEMENT

The biographies of the directors proposed for re-election at the
forthcoming annual general meeting (“Directors for Re-election”) are set
out on pages 37 to 41. Except as disclosed in such biographies, the
Directors for Re-election have not held any other directorships in any
listed public companies in the last three years. Further, except as noted
in the biographies, none of the Directors for Re-election is connected
with any directors, senior management or substantial or controlling
shareholders of the Company and, except as disclosed in the paragraphs
headed “Directors’ and Chief Executive’s Interest and Short Positions
in Shares, Underlying Shares and Debentures” and “Share Option
Schemes” below, none of them has any interests in the shares of the
Company within the meaning of Part XV of the Hong Kong Securities and
Futures Ordinance (“SFO”).

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 subject to termination, among others, by giving not
less than three-month notice in writing. Each of such directors will
be subject to retirement by rotation and re-election at annual general
meetings of the Company every three years. Mr. Li Cheng, Mr. Ma
Qinghai and Ms. Wong Wai Ling is entitled to an annual director’s
fee of HK$100,000 (equivalent to RMB80,000 at exchange rate of
HK$1.25/1RMB), HK$100,000 (equivalent to RMB80,000 at exchange
rate of HK$1.25/1RMB) and HK$130,000 (equivalent to RMB104,000
at exchange rate of HK$1.25/1RMB), respectively, as proposed by the
Board and approved by the shareholders of the Company. Director’s
fees are payable on a time pro-rata basis for any non-full year’s service.
In addition, for the financial year ended 31 December 2013, Mr. Li Cheng
and Mr. Ma Qinghai received annual remuneration, including retirement
scheme contributions, of RMB74,000 and RMB123,000, respectively,
plus a discretionary bonus as determined by the Board with respect to
the director’s performance. The remuneration of these directors has been
determined with reference to the individual's duties, responsibilities and
experience, and to prevailing market conditions.
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During the year. Mr. Duan Xiaoping has agreed to waived the director’s
fee in the service contract dated 7 November 2013. The amount waived
in 2013 was amounted to HK$15,000 (equivalent to RMB12,000 at
exchange rate of HK$1.25/1RMB). Mr. Duan will waived the annual
director’s fee of HK$100,000 (equivalent to RMBB80,000 at exchange rate
of HK$1.25/1RMB) in the remaining terms of the service contract. Saved
as disclosed above, 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 of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

MANAGEMENT CONTRACTS

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

CONTRACTS WITH CONTROLLING
SHAREHOLDERS

Save as disclosed in this annual report, no contract of significance has
been entered into between the Company or any of its subsidiaries and the
controlling shareholders during the year.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Save for the share option scheme of the Company, at no time during the
financial year 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 of the Company 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 year ended 31 December 2013 and up to and including
the date of this annual report.
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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 considers all the independent non-executive
Directors to be independent.

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

As at 31 December 2013, interests or short positions in the shares of
the Company (the “Shares”), underlying Shares and debentures of the
Company and any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFQ”)) 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 for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) in Appendix 10 to the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”) are as follows:

(A) Long position in the Shares
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Mr. Li Cheng (“Mr. Li”) (Note) Interest in controlled corporation 300,000,000 75%
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Note: Mr. Li beneficially owns approximately 79.61% 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 our Shares held by
Ever Thrive Global Limited for the purposes of the SFO. Mr.
Li is the sole director of Shun Sheng Global Limited and
Shun Sheng Global Limited is accordingly accustomed to
act in accordance with Mr. Li’s directions. Therefore, Mr. Li
is deemed or taken to be interested in all our Shares held by
Shun Sheng Global Limited for the purposes of the SFO. Mr.
Li is also the sole director of Ever Thrive Global Limited.
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(B) Long position in shares of associated
corporation

(B) REEEERG 2R

Number of
Name of Associated shares held/  Percentage of
Name of Director Corporation Capacity/Nature interested shareholding
i BB
BEENE HEEZEEE 51 HE EERHEE BREESL
Mr. Li Ever Thrive Global Limited Beneficial owner 371 79.61%
B HEIRFBRA A EmEAA
Apart from those disclosed herein, as at 31 December 2013, BRAXBEBEEIN RZE—Z=ZF+=A
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 RARBSHEEMAEEEE (E&REFHKE
Shares or debentures of the Company or any of its associated BEIRODMIRD  HBEAROKEEETFEBR
corporations (within the meaning of the SFO) that is required to be BEAE RIS G E35218 B0 AZIEFT A
recorded and kept in the register in accordance with section 352 EnMANEAESSORE  IREFESTA
of the SFO or any interests required to be notified to the Company ARE AR Q) KR PR ] 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 2013, 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:
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Number of
Shares held/  Percentage of

Name of shareholder Capacity/Nature interested shareholding

i B
RR B g1 HE EEROEE REBFDL
Ever Thrive Global Limited Beneficial owner 206,471,700 51.62%
EERKAR AR EREAA
Shun Sheng Global Limited Beneficial owner 93,528,300 23.38%
JEER IR IR A R A A EmEAA
Ms. Chen Fangqin (Note) Interest in controlled corporation 300,000,000 75%
BRI A2 4 (BIEE) REEERER
Nice Investments Limited Beneficial owner 32,000,000 8%
BEREBRRATA EmEAA

Note: Ms. Chen Fangqin is the spouse of Mr. Li. Therefore, Ms. Chen

Fangqin was deemed, or taken to be interested in all our Shares

which are interested by Mr. Li for the purposes of the SFO.
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SUBSTANTIAL SHAREHOLDERS OF OUR
SUBSIDIARIES

Huvis Corporation holds 30% of the equity interest in Hangzhou Huvis
Yongsheng Chemical Fiber Limited as at 31 December 2013. For detalils,
please refer to the paragraph headed “Yongsheng Chemical Fiber” set
out in the section headed “History and development” of the Prospectus.

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.
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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 of the Company and issue of a circular and
all other information in compliance with 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.

As at 31 December 2013, the total number of securities available for
issuance under the Scheme was 40,000,000 Shares, which represented
10% of the issued share capital of the Company.

From the adoption date of the Scheme on 7 November 2013 to 31
December 2013, no share option was granted, exercised, cancelled or
lapsed and there was no outstanding share option under the Scheme as
at 7 November 2013 and as at 31 December 2013.

CONNECTED TRANSACTIONS AND RELATED
PARTIES TRANSACTIONS

(A) Connected transactions - continuing
connected transactions

During the year ended 31 December 2013, the Group entered into
the following continuing connected transactions which are subject
to the reporting and annual review requirements set out in Chapter
14A of the Listing Rules.
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Details of the continuing connected transactions are set out below:

1.

Lease Agreement

As Yongsheng Group is an associate of Mr. Li, Yongsheng
Group is a connected person of the Company under the
Listing Rules.

On 25 December 2012, Yongsheng Dyeing and Yongsheng
Group entered into an agreement pursuant to which
Yongsheng Dyeing agreed to lease part of its owned land
situated at Jingjiang Industry Zone (Qing Six Lane), Xiaoshan
District, Hangzhou, Zhejiang Province, the PRC with a
gross floor area of approximately 10,260.08 square metres
to Yongsheng Group for a term of two years commencing
from 1 January 2013 and ending on 31 December 2014 in
accordance with the terms and conditions stipulated therein
(the “Lease Agreement”).

For the year ended 31 December 2013, rental income
received from Hangzhou Yongsheng Group amounted to
approximately RMB905,000, which is within the annual cap
of RMB930,000 as disclosed in the Prospectus dated 15
November 2013.

Master Bonded Warehouse Storage Services
Agreement

On 7 November 2013, Yongsheng Group and Yongsheng
Dyeing entered into an agreement pursuant to which
Yongsheng Group agreed to provide its storage services in
the Properties to our Group from time to time for a term of
two years commencing from 1 January 2013 and ending
on 31 December 2014 in accordance with the terms
and conditions stipulated therein (the “Master Bonded
Warehouse Storage Services Agreement”).

For the year ended 31 December 2013, storage service
fee paid to Hangzhou Yongsheng Group amounted to
approximately RMB309,000, which is within the annual cap
of RMB600,000 as disclosed in the Prospectus dated 15
November 2013.

=+
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1.

Master Procurement Agreement

As Huvis Corporation is a substantial shareholder of
Yongsheng Chemical Fiber, a non-wholly owned subsidiary
of the Company, Huvis Corporation is a connected person of
the Company under the Listing Rules.

On 12 November 2013, Huvis Corporation and Yongsheng
Chemical Fiber entered into an agreement pursuant to which
our Group agreed to purchase textile-related products for
trading and production of differentiated polyester filament
yarn from Huvis Corporation and/or its associate(s) from time
to time for a term of three years commencing from 1 January
2013 and ending on 31 December 2015 in accordance with
the terms and conditions stipulated therein (the “Master
Procurement Agreement”).

For the year ended 31 December 2013, purchases from
Huvis amounted to approximately RMB49,002,000, which is
within the annual cap of RMB60,000,000 as disclosed in the
Prospectus dated 15 November 2013.

Confirmations from the independent non-executive Directors
and auditors of the Company Pursuant to Rule 14A.37 of the
Listing Rules, the independent non-executive Directors have
reviewed the above continuing connected transactions and
confirmed that the transactions have been entered into:

(i) in the ordinary and usual course of the business of the
Company;
(ii) either (a) on normal commercial terms; or (b) where

there is no available comparable terms, on terms no
less favorable to the Company than terms available to
or from independent third parties; and

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

Pursuant to Rule 14A.38 of the Listing Rules, the Board
has 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
the aforesaid continuing connected transactions:

0} have been approved by the Directors;

(i) were entered into in accordance with the pricing
policies of the Company;

(i) were entered into in accordance with the terms of the
relevant agreements governing such transactions;
and

(iv)  did not exceed the annual cap amounts for the year
ended 31 December 2013.

(B) Related Party Transactions

Details of the significant related party transactions undertaken in
the normal course of business of the Group are provided under
note 37 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 described above in the paragraphs headed “(A) Connected
transactions — continuing connected transactions”, in respect of
which the disclosure requirements in accordance with Chapter
14A of the Listing Rules have been complied with.

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 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.
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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

Save as disclosed in the Prospectus, neither the Company nor any of its
subsidiaries has purchased, sold or redeemed any listed securities of the
Company during the financial year.

AUDITORS

The financial statements now presented have been audited by
PricewaterhouseCoopers, Certified Public Accountants, who retire and
being eligible, offer themselves for re-appointment.

CLOSURE OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from 3 June 2014
to 5 June 2014, both days inclusive, in order to determine the identity
of the shareholders who are entitled to attend the forthcoming annual
general meeting to be held on Thursday, 5 June 2014. All transfers
accompanied by the relevant share certificates and transfer forms must
be lodged with the Company’s Hong Kong branch share registrar and
transfer office, Tricor Investor Services Limited, at 26th Floor, Tesbury
Centre, 28 Queens’ Road East, Wanchai, Hong Kong (which will be
relocated to level 22, Hopewell Centre, 183 Queen’s Road East, Hong
Kong with effect from 31 March 2014) no later than 4:30 p.m. on 30 May
2014.

GROUP FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the last four financial years is set out on pages 179 to 180 of this annual
report.

By Order of the Board

LI Cheng

Chairman and Executive Director
Hong Kong, 25 March 2014
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Independent Auditor’s Report
TN IZ BN EM R

=
pwc

To the shareholders of
Yongsheng Advanced Materials Company Limited
(incorporated in Cayman Islands with limited liability)

We have audited the consolidated financial statements of Yongsheng
Advanced Materials Company Limited (the “Company”) and its
subsidiaries (together, the “Group”) set out on pages 76 to 178, which
comprise the consolidated and company balance sheets as at 31
December 2013, the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the consolidated
cash flow statement 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.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated financial
statements based on our audit and to report our opinion 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 International Standards on
Auditing issued by the International Auditing and Assurance Standards
Board. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance as to
whether the consolidated financial statements are free from material
misstatement.
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PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong

T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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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 auditor’s judgment, 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 auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true
and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as
well as evaluating the overall presentation of the consolidated financial
statements.

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

OPINION

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2013, and of the Group’s profit and cash flows for the
year then ended in accordance with International Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 25 March 2014

Independent Auditor’s Report
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Consolidated Balance Sheet

HEEREXR

As at 31 December 2013 R-_FT—=F+_-_A=+—H

2013 2012
—E-=F T
Note RMB’000 RMB’000
{hg=a ARET AREFIT
ASSETS EE
Non-current assets FRBEE
Land use rights + b A A 6 31,781 32,579
Property, plant and equipment VI WS MR A 7 131,063 138,851
Intangible assets EEZ BE 8 7,006 7,889
Deferred income tax assets RIEFTIS TR E E 10 8,573 10,794
178,423 190,113
Current assets REEE
Inventories FE 11 113,162 150,917
Trade and bills receivables B Z P IA R FE R 1R 12 126,105 245,152
Prepayments, deposits and TEfRIE B R EHA
other receivables e U FRIE 13 20,058 63,349
Amounts due from related parties JiE W 78 58 75 IR 37(b) - 31,906
Other financial asset H 5wt é?? 14 - 191,068
Financial assets at fair value through BRAFEGTAERZ
profit or loss ERMEE 15 757 645
Restricted cash SR FIR & 16 118,387 132,429
Cash and cash equivalents HeRREEEY 17 166,559 75,700
545,028 891,166
Total assets EEHAE 723,451 1,081,279
EQUITY e
Share capital N 18 3,165 16
Share premium &1n =B 18 235,512 160,397
Other reserves E b 19 (33,680) (34,815)
Retained earnings IREBBF| 87,510 49,601
Equity attributable to shareholders of NN G A g
the Company 292,507 175,199
Non-controlling interests FEFE IR = 24,634 16,133
Total equity s 317,141 191,332
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Consolidated Balance Sheet

BHEERER

As at 31 December 2013 R-_ZE—=F+_A=+—8H

2013 2012
—E—=5F —E——F
Note RMB’000 RMB’000
{hg=a ARET AREFIT
LIABILITIES afE
Non-current liabilities FRBERE
Borrowings B 23 25,000 47,000
Other non-current liabilities Hin3pmeh & & 24 13,132 12,970
38,132 59,970
Current liabilities REAE
Trade and bills payables B RN RIERENEE 21 116,829 236,230
Advances from customers BE#R 8,084 150,517
Accruals and other current liabilities FEET IR R A mEN B E 22 27,278 21,288
Current portion of other non-current liabilities =it 3E7 B & & 2 BNER &8 1D 24 807 682
Amounts due to related parties JE < B3 75 518 37(b) 7,513 35,913
Current income tax liabilities BIEAFRIS T B E 11,096 5,282
Borrowings B 23 196,571 380,065
368,178 829,977
Total liabilities S EHEE 406,310 889,947
Total equity and liabilities EnkEEARE 723,451 1,081,279
Net current assets REBEEFE 176,850 61,189
Total assets less current liabilities EEABRRBAES 355,273 251,302

The notes on pages 84 to 178 are an integral part of these consolidated

financial statements.

The financial statements on page 76 to 178 were approved by the Board
of Directors on 25 March 2014 and were signed on its behalf.
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LI CHENG ZHAO JIDONG
=W R
Director Director
EE EE
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Balance Sheet of the Company

ARRIEERER

As at 31 December 2013 R-_FT—=F+_-_A=+—H

2013 2012
= —F—=F
Note RMB’000 RMB’000
ihg=3 ARET ARBTT
ASSETS EE
Non-current assets FRBEE
Interest in subsidiaries S IEPNELEL 9 155,535 160,405
155,535 160,405
Current assets TENEE
Prepayments, deposits and TEfTRIE - B R HAM
other receivables JE WK IE 13 114 251
Cash and cash equivalents ReERBFEEBEY 17 86,043 8
86,157 259
Total assets HWEE 241,692 160,664
EQUITY e
Share capital f& s 18 3,165 16
Share premium A% (7 % (8 18 235,512 160,397
Other reserve E b 19 (5,258) -
Accumulated deficits RET 4 20 (6,266) (351)
Total equity AR 227,153 160,062
LIABILITIES =Ci]
Current liabilities REBAE
Accruals and other current liabilities fERrRIE R EM BB EE 22 6,010 =
Amounts due to subsidiaries FE{SHB B A B 3RIE 8,529 602
14,539 602
Total liabilities SEERE 14,539 602
Total equity and liabilities EnRkAEARE 241,692 160,664
Net current assets/(liabilities) REBEE,(AF)FE 71,618 (343)
Total assets less current liabilities HEERRBERE 227,153 160,062

The notes on pages 84 to 178 are an integral part of these financial FRAF178B 2 Mz x AZEMIEHRET 2 — 215 °

statements.

The financial statements on page 76 to 178 were approved by the Board
of Directors on 25 March 2014 and were signed on its behalf.

FIGR17T8E UM RERENR _TE—WF=A_+5
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LI CHENG ZHAO JIDONG
=W AR
Director Director
EE BF
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Consolidated Statement of Comprehensive Income
Hra W am

For the year ended 31 December 2013 éki_g— =F+_A=+—HILFE

2013 2012
—EB—=F —E——4F
Note RMB’000 RMB’000
Hf5E AR®T R ARBT T
Revenue W =5 5 1,767,423 2,210,853
Cost of sales $HE KA 26 (1,638,586) (2,101,708)
Gross profit EF 128,837 109,145
Other gains/(losses), net Hfb Wz (F518) 558 25 7,420 (3,118)
Selling expenses ﬁe ERX 26 (16,075) (22,693)
Administrative expenses TR 26 (42,360) (24,546)
Operating profit TR F 77,822 58,788
Finance income BE KA 29 6,897 22,826
Finance costs BlE KA 29 (19,617) (42,566)
Finance costs, net BB KA R 58 (12,720) (19,740)
Profit before income tax BRET BB AR FI 65,102 39,048
Income tax expense Fri5 % i 2 30 (16,577) (6,061)
Profit for the year FERER 48,525 32,987
Other comprehensive income: ﬁt%ﬁ PN
ltems that may be reclassified to profit or loss AIfEEFT o FEE B
— Currency translation differences —EEmE = (980) -
Other comprehensive income for the year, FREMEEKE
net of tax (HERTEIE) (980) -
Total comprehensive income for the year FR2H K= A5 47,545 32,987
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Consolidated Statement of Comprehensive Income
BpfEaRER
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

2013 2012
—EB—=F —E——4F
Note RMB’000 RMB’000
{hg=a AR¥ET R AREFIT
Profit attributable to: PR EEAE R F -
Shareholders of the Company 7NN 40,024 23,173
Non-controlling interests FEFE AR A = 8,501 9,814
48,525 32,987
Total comprehensive income DUTEGE2EHKRREEE:
attributable to:
Shareholders of the Company ZAN/NGT 3 39,044 23,173
Non-controlling interests FEPE AR R 8,501 9,814
47,545 32,987
2013 2012
—E—=5F —F——
RMB RMB
AR AR
Earnings per share for profit attributable 7~ 2 & IRREEEF 2
to the shareholders of the Company BRER
— Basic —ER 32 0.13 0.08
— Diluted —#E 32 0.13 0.08

The notes on pages 84 to 178 are an integral part of these consolidated FBAEIT8E 2T A% EA I sHE 2 — 37

financial statements.

o

2013 2012

—EBE—=F —E—_F

Note RMB’000 RMB’000

Bt 5 AR®B T ARBT T

Dividends (paid and proposed) BE (B R#EIK) 34 - 90,251
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Consolidated Statement of Changes in Equity
AP EREER

For the year ended 31 December 2013 BE_—_Z—=F+_A=+—HIFE

Attributable to shareholders of the Company

NG EY
Share capital Non-
and Share Other Retained controlling Total
Note premium Reserves earnings Total interests equity
RAR
i3 R E(E HibfEfE REBA axt  FERER B4R

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETE ARETT ARETL ARET:R

Balance at 1 January 2012 R=Z--£-A-0H
&8 - 50,507 113,379 163,886 36,004 199,890
Comprehensive income A ON
Profit for the year ERE - - 23,173 23,173 9,814 32,987
Total comprehensive income 2HKALE - - 23,173 23,173 9,814 32,987
Transactions with equity holders ~ EEFEFANRS
Issuance of new shares BITHR D 18 160,413 - - 160,413 - 160,413
Distrioution to equity holders RERFE AL 19 = (134,695) = (134,695) = (134,695)
Acqisition of non-controlling interests U8 FE 2 AR A 25 19 - 1,796 - 1,796 (22,901) (21,105)
Disposal of equity interest in a HER—EHBARN
subsidiary faE 19 - (1,587) - (1,587) 1,687 -
Deemed contribution by equity holders 1R {ER Bz HE AT & 19 - 29,190 - 29,190 - 29,190
Appropriation to statutory reserves ARELTERRE 19 - 5,071 (5,071) - - -
Dividends iz & 34 - - (81,880) (81,880) (8,371) (90,251)
Walved dividend payable by FEEERRE R T AY
non- controlling interest BEHERE 19 = 7,953 = 7,953 = 7,953
Gain from acquisition Y i as 19 = 6,950 = 6,950 - 6,950
Total transactions with equity HEZREANRS
holders B 160,413 (85,322) (86,951) (11,860) (29,685) (41,545)
Balance at 31 December 2012 R-ZE--F+=8
=t+-ANEe 160,413 (34,815) 49,601 175,199 16,133 191,332
Balance at 1 January 2013 R-Z-=5-A-0H
173 160,413 (34,815) 49,601 175,199 16,133 191,332
Comprehensive income ZHEHRA
Profit for the year FREF - - 40,024 40,024 8,501 48,525
Other comprehensive income Hit2EBA
Currency translation differences EkpnE =T 19 - (980) - (980) - (980)
Total comprehensive income ZHBALE - (980) 40,024 39,044 8,501 47545
Transactions with equity holders ~ EEZZEEANR S
Issuance of new shares BITHR D 18 78,264 - - 78,264 - 78,264
Appropriation to statutory reserves AREETERE 19 - 2,115 2,115) - - -
Total transactions with equity HERBEANR 248
holders 78,264 2,116 2,115) 78,264 - 78,264
Balance at 31 December 2013 R-EB-=%1+=A4
=t—-HW&E 238,677 (33,680) 87,510 292,507 24,634 317,141
The notes on pages 84 to 178 are an integral part of these consolidated FBIEI1T8E 2 M RZFE MW BT 2 —3 D -

financial statements.
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Consolidated Cash Flow Statement

At mER

For the year ended 31 December 2018 #HZEZE—ZFT—=F+_-_A=+—HILFE

2013 2012
—E-=F —T -4
Note RMB’000 RMB’000
Hf5E ARMT T AR F T
Cash flows from operating activities RETHRERE
Cash generated from operations KEFTISIR S 33(a) (9,276) 102,190
Interest received B A 11,154 25,165
Income tax paid B TS (8,542) (12,400)
Net cash (used in)/generated from KESEE (FTA) s
operating activities REeFHE (6,664) 114,955
Cash flows from investing activities RETHREERE
Purchase of property, plant and equipment ~ EEE %% - BiE MR 1E (6,350) (6,247)
Proceeds from disposals of property, HEWME  BEKEER
plant and equipment Fr5 3/ H 33(b) 2,482 =
Loans granted to related parties mEEREHER - (446,122)
Loan repayments from related parties BEH EEER 6,482 630,995
Loan repayment received from a third party 2| —BE=FEEER 13 20,819 -
Proceeds from disposal of available-for-sale i & A] i $4 & 4 gt & &= 1Y
financial assets Fr15 3/ H - 4,000
Proceeds from disposal of investment in HE RS R RIRE R
an associate P8 38 13 8,440 =
Decrease of restricted bank deposits 2 BR ) SR 1T 17 SRRk 4 13,009 221,779
Payments for purchase of other BEHME/MEES TR
financial asset KIB - (201,212
Proceeds from disposal of other HEHMERMEENE
financial asset RIA 190,716 10,192
Cash paid for acquisition of a subsidiary Wi —RW B AR AT Y
Be (3,146) -
Acquisition of subsidiaries, net of W B BT B8 A | - 0BR
cash acquired 3R & - 5,759
Net cash generated from investing activites & & /& B TSR & F58 232,452 219,144
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Consolidated Cash Flow Statement

BHRERER

For the year ended 31 December 2013 #HZE T —=F+_A=+—HILtFE

2013 2012
—E-=F —T -4
RMB’000 RMB’000
ARMT T AR F T
Cash flows from financing activities METEHRERE
Proceeds from issuance of ordinary share FTEBRA TS IE 91,827 157,267
Proceeds from related party borrowings FAE TS e A FT1S 5 k - 124,550
Proceeds from bank borrowings HRAT B KBV TSR 335,097 1,159,642
Dividends paid to equity holders MEmFA AR ﬁﬁx 8 - (81,880)
Distribution for Reorganisation MEAEL DR - (134,695)
Acquisition of non-controlling interests U FETE A f 2 - (21,105)
Repayments of related party borrowings EERBEHER (2,994) (185,990)
Repayments of bank borrowings EERITER (539,226) (1,276,415)
Interest paid BEAFLE (20,549) (45,444)
Net cash used in financing activities METEMAREEHE (135,845) (304,070)
Net increase in cash and cash equivalents BRe &IReFEYIEINFE 89,943 30,029
Cash and cash equivalents at beginning of ~ E#3E & KRB L EEY
the year 75,700 46,130
Effect of foreign exchange rate changes on 3R & & IR & FE W IINE[E =
cash and cash equivalents g2 916 (459)
Cash and cash equivalents at end FRESRBESEEY
of the year 166,559 75,700

The notes on pages 84 to 178 are an integral part of these consolidated

financial statements.
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Notes to the Consolidated Financial Statements
BTSRRI EE

For the year ended 31 December 2018 #HZEZE—ZFT—=F+_-_A=+—HILFE

1.

GENERAL INFORMATION

1.1 General information

Yongsheng Advanced Materials Company Limited (the
“Company”) was incorporated in the Cayman Islands on
19 April 2012 as an exempted company with limited liability
under the Companies Law (2010 Revision) of the Cayman
Islands. The address of the Company’s registered office is
Clifton House, 75 Fort Street, PO Box 1350, Grand Cayman
KY1-1108, Cayman Islands.

The Company and its subsidiaries (the “Group”) are
principally engaged in the developing and manufacturing of
polyester filament yarns, the provision of dyeing services of
differentiated polyester filament fabric and trading of textile
raw materials and products in the People’s Republic of
China (the “PRC”) (the “Listing Businesses”). The directors
consider the ultimate holding company of the Company
is Ever Thrive Global Limited (“Ever Thrive”), a company
incorporated in the BVI and controlled by Mr. Li Cheng (the
“Controlling Shareholder”).

The Company’s shares have been listed on the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”)
since 27 November 2013. In preparation for the listing of
the Company’s shares on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Listing”), the Group
underwent a series of transaction to transfer the Listing
Businesses to the Company (the “Reorganisation”).

These consolidated financial statements are presented
in Renminbi (“RMB”), unless otherwise stated. These
consolidated financial statements have been approved for
issue by the Company’s Board of Directors on 25 March
2014.

1.

—REHR

1.1
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

1. GENERAL INFORMATION (CONTINUED) 1. —RER (EF)
1.2 2HEE

1.2 Basis of presentation

Immediately prior to and after the Reorganisation, the
Listing Business is held by the Controlling Shareholder and
family, as well as the individual shareholders at the same
shareholding percentage and operates mainly through the
four subsidiaries (namely Hangzhou Xiaoshan Yongsheng
Foreign Trading Company Limited (“Hangzhou Yongsheng
Trading”), Nantong Yongsheng Fiber Advanced Materials
Company Limited (“Nantong Yongsheng”), Hangzhou
Huvis Yongsheng Chemical Fiber Company Limited
(“Yongsheng Chemical Fiber”) and Yongsheng Dyeing
and Finishing Company Limited (“Yongsheng Dyeing”)).
Pursuant to the Reorganisation, these four subsidiaries are
transferred to and held by the Company. The Company
has not been involved in any other business prior to the
Reorganisation and do not meet the definition of a business.
The Reorganisation is merely a reorganisation of the Listing
Businesses with no change in management of the business
and the ultimate owners of the Listing Business remain the
same. Accordingly, the accompanying financial information
of the companies now comprising the Group is presented
using the carrying values of the Listing Businesses. This
financial information also included the assets, liabilities
and results of operations of the trading of textile raw
materials and products business previously undertook by
Hangzhou Yongsheng Group Limited (“Yongsheng Group”)
and Yongsheng Holding Company Limited (“Yongsheng
Holdings”) (the then holding companies of part of the Listing
Businesses) from 1 January 2012 up to the completion of
Reorganisation.

The financial information of the dissimilar businesses is
not included in the financial statements, because (i) such
businesses had historically been managed by separate
management teams different from that of the Listing
Businesses; (ii) such businesses were dissimilar from the
Listing Businesses in terms of business risks and rewards,
customer bases and content and had not formed part of
the Group pursuant to the Reorganisation and (jii) such
businesses had limited shared facilities and few inter or intra
company transactions with the Listing Businesses.
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Notes to the Consolidated Financial Statements
BTSRRI T
For the year ended 31 December 2013 #HZ—ZT—=F+_A=+—HILFE

1.

GENERAL INFORMATION (CONTINUED)

1.2 Basis of presentation (Continued)

Inter-company transactions, balances and unrealized gains/
losses on transactions between group companies are
eliminated on combination.

As Yongsheng (HK) International Co., Limited (“Yongsheng
Trading (HK)”) was not under the same management and
owners of the Listing Business prior to the Reorganisation,
it's results has not been included in the financial statements.
Instead, acquisition method of accounting for business
combinations has been applied to such acquisition at the
time when the Company obtained control in Yongsheng
Trading (HK).

2. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of
these consolidated financial statements are set out below. These
policies have been consistently applied to all the years presented,

unless otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of the Group have
been prepared in accordance with International Financial
Reporting Standards (“IFRSs”). The consolidated financial
statements have been prepared under the historical cost
convention except for the financial assets at fair value
through profit or loss which are carried at fair value.

The preparation of financial statements in conformity
with IFRSs requires the use of certain critical accounting
estimates. It also requires management to exercise its
judgment in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgment
or complexity, or areas where assumptions and estimates
are significant to the consolidated financial statements are
disclosed in Note 4 below.

1.
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Notes to the Consolidated Financial Statements

AP BRRMEE

For the year ended 31 December 2018 #HZE—ZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.1 Basis of preparation (Continued)

(a)

New and amended standards adopted by the
Group

The following standards have been adopted by the
Group for the first time for the financial year beginning
on or after 1 January 2013 and have no material
impact on the Group:

° Amendment to IAS 1 ‘Financial statement
presentation’ regarding other comprehensive
income is effective for annual periods
beginning on or after 1 July 2012. The main
change resulting from these amendments
is a requirement for entities to group items
presented in ‘other comprehensive income’
on the basis of whether they are potentially
reclassifiable to profit or loss subsequently. It is
not expected to have any significant impact on
the Group’s financial statements.

° IAS 19, ‘Employee benefits’ was revised in
June 2011 and is effective for annual periods
beginning on or after 1 January 2013. The
changes on the Group’s accounting policies
has been as follows: to immediately recognise
all past service costs; and to replace interest
cost and expected return on plan assets with
a net interest amount that is calculated by
applying the discount rate to the net defined
benefit liability (asset). It is not expected to have
any significant impact on the Group’s financial
statements.

° Amendment to IFRS 7, ‘Financial instruments:
Disclosures’, on asset and liability offsetting,
is effective for annual periods beginning on
or after 1 January 2013. The amendments
require new disclosure requirements which
focus on quantitative information about
recognised financial instruments that are offset
in the statement of financial position, as well
as those recognised financial instruments
that are subject to master netting or similar
arrangements irrespective of whether they are
offset. It is not expected to have any significant
impact on the Group’s financial statements.
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Notes to the Consolidated Financial Statements

AU B IRRMEE

For the year ended 31 December 2013 #HZ—ZT—=F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.1 Basis of preparation (Continued)

(a) New and amended standards adopted by the
Group (Continued)

IFRS 10, ‘Consolidated financial statements’,
effective for annual periods beginning on
or after 1 January 2013, builds on existing
principles by identifying the concept of control
as the determining factor in whether an entity
should be included within the consolidated
financial statements of the parent company.
The standard provides additional guidance to
assist in the determination of control where this
is difficult to assess. It is not expected to have
any significant impact on the Group’s financial
statements.

IFRS 12, ‘Disclosures of interests in other
entities’, effective for annual periods beginning
on or after 1 January 2013, includes the
disclosure requirements for all forms of interests
in other entities, including joint arrangements,
associates, structured entities and other off
balance sheet vehicles. It is not expected to
have any significant impact on the Group’s
financial statements.

IFRS 13, ‘Fair value measurement’, effective for
annual periods beginning on or after 1 January
2013, aims to improve consistency and reduce
complexity by providing a precise definition
of fair value and a single source of fair value
measurement and disclosure requirements for
use across IFRSs. The requirements do not
extend the use of fair value accounting but
provide guidance on how it should be applied
where its use is already required or permitted by
other standards within IFRSs. It is not expected
to have any significant impact on the Group’s
financial statements.
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2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.1 Basis of preparation (Continued)

(b)

New and amended standards have been
issued but are not effective for the financial
year beginning 1 January 2013 and have not

been early adopted

Notes to the Consolidated Financial Statements

For the year ended 31 December 2013 #HZE—Z—

BT RRMTRE
=F+-A=+—ALFE

2. FESTHHEME (&)

21 EBEZE (&)

b) R-F-—=F—-F—HH%HZH
BEFEERNE BB RER AR
RBERNZF AT RAEEZTER

Effective date

A H H

IAS 32 (Amendment)
B % & 5t 2 Bl 5532557
(EFTA)
IFRS 10, IFRS 12 and
IAS 27 (Amendment)
I 5 B 75 3 5 2 R 321 057%
B R B 75 e 5 M R 581 25 %
e at R E275% (BFT )

IAS 36 (Amendment)

(E47%)

IAS 39 (Amendment)

BB & 5T A2 B 52395% (17T A)

IFRIC 21
BRMEREREZ B FE215

IFRS 9
B B 75 R o 2R Al B 058

None of these new and amended standards
is expected to have a significant effect on the
consolidated financial statements of the Group.
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— Offsetting financial assets and
financial liabilities
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESTBERBE (F)

ACCOUNTING POLICIES (CONTINUED)

2.2 Subsidiaries 2.2 B FE

2.2.1 Consolidation

A subsidiary is an entity (including a structured entity)
over which the Group has control. The Group controls
an entity when the Group is exposed to, or has rights
to, variable returns from its involvement with the entity
and has the ability to affect those returns through its
power over the entity. Subsidiaries are consolidated
from the date on which control is transferred to the
Group. They are deconsolidated from the date that
control ceases.

(@)  Business combinations

The Group applies the acquisition method to
account for business combinations, except
for those acquisitions that qualify as business
combinations under common control, which
are accounted for using merger accounting.
The consideration transferred for the acquisition
of a subsidiary is the fair values of the assets
transferred, the liabilities incurred to the former
owners of the acquiree and the equity interests
issued by the Group. The consideration
transferred includes the fair value of any asset or
liability resulting from a contingent consideration
arrangement. Identifiable assets acquired and
liabilities and contingent liabilities assumed in
a business combination are measured initially
at their fair values at the acquisition date. The
Group recognises any non-controlling interest
in the acquiree on an acquisition-by-acquisition
basis, either at fair value or at the non-
controlling interest’s proportionate share of the
recognised amounts of acquiree’s identifiable
net assets.

Acquisition-related costs are expensed as
incurred.
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Notes to the Consolidated Financial Statements

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

@

Business combinations (Continued)

If the business combination is achieved in
stages, the acquisition date carrying value of
the acquirer’s previously held equity interest in
the acquiree is re-measured to fair value at the
acquisition date; any gains or losses arising
from such re-measurement are recognised in
profit or loss.

Any contingent consideration to be transferred
by the Group is recognised at fair value at the
acquisition date. Subsequent changes to the
fair value of the contingent consideration that is
deemed to be an asset or liability is recognised
in accordance with IAS 39 either in profit or loss
or as a change to other comprehensive income.
Contingent consideration that is classified as
equity is not remeasured, and its subsequent
settlement is accounted for within equity.

The excess of the consideration transferred,
the amount of any non-controlling interest in
the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree
over the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling
interest recognised and previously held interest
measured is less than the fair value of the net
assets of the subsidiary acquired in the case of
a bargain purchase, the difference is recognised
directly in the consolidated statements of
comprehensive income.

Intra-group transactions, balances and
unrealised gains on transactions between
Group companies are eliminated. Unrealised
losses are also eliminated. When necessary,
amounts reported by subsidiaries have
been adjusted to conform with the Group’s
accounting policies.
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Notes to the Consolidated Financial Statements

AU B RRMEE

For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

©®)

©

Changes in ownership interests in subsidiaries
without change of control

Transactions with non-controlling interests that
do not result in a loss of control are accounted
for as equity transactions — that is, as
transactions with the owners of the subsidiary
in their capacity as owners. The difference
between fair value of any consideration paid
and the relevant share acquired of the carrying
amount of net assets of the subsidiary is
recorded in equity. Gains or losses on disposals
to non-controlling interests are also recorded in
equity.

Disposal of subsidiaries

When the Group ceases to have control, any
retained interest in the entity is re-measured to
its fair value at the date when control is lost, with
the change in carrying amount recognised in
profit or loss. The fair value is the initial carrying
amount for the purposes of subsequently
accounting for the retained interest as an
associate, joint venture or financial asset. In
addition, any amounts previously recognised
in other comprehensive income in respect of
that entity are accounted for as if the Group
had directly disposed of the related assets
or liabilities. This may mean that amounts
previously recognised in other comprehensive
income are reclassified to profit or loss.

2.2.2 Separate financial statements
Investments in subsidiaries are accounted for at cost
less impairment. Cost includes direct attributable
costs of investment. The results of subsidiaries are
accounted for by the Company on the basis of
dividend received and receivable.
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Notes to the Consolidated Financial Statements

AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.2

2.3

24

Subsidiaries (Continued)

2.2.2 Separate financial statements (Continued)
Impairment testing of the investments in subsidiaries
is required upon receiving a dividend from these
investments if the dividend exceeds the total
comprehensive income of the subsidiary in the period
the dividend is declared or if the carrying amount of
the investment in the separate financial statements
exceeds the carrying amount in the consolidated
financial statements of the investee’s net assets
including goodwill.

Segment reporting

Operating segments are reported in a manner consistent
with the internal reporting provided to the chief operating
decision-maker. The chief operating decision-maker, who
is responsible for allocating resources and assessing
performance of the operating segments, has been identified
as the executive directors that makes strategic decisions.

Foreign currency translation

(a) Functional and presentation currency

[tems included in these financial statements of each of
the Group’s entities are measured using the currency
of the primary economic environment in which
the entity operates (the “functional currency”). The
Company’s functional currency is HK dollars (HKS)
and most of its subsidiaries’ functional currencies are
RMB. These consolidated financial statements are
presented in RMB, which is the Group’s presentation
currency.

(b) Transactions and balances
Foreign currency transactions are translated into
the functional currency using the exchange rates
prevailing at the dates of the transactions or valuation
where items are re-measured. Foreign exchange
gains and losses resulting from the settlement of
such transactions and from the translation at year-
end exchange rates of monetary assets and liabilities
denominated in foreign currencies are recognised in
the consolidated comprehensive income statements.
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZ—ZT—=F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.4 Foreign currency translation (Continued)

(b)

(c)

Transactions and balances (Continued)
Foreign exchange gains and losses that relate to
borrowings and other financial asset are presented in
the consolidated comprehensive income statements
within ‘finance income or costs’. All other foreign
exchange gains and losses are presented in the
consolidated comprehensive income statements
within ‘other gains/(losses), net’.

Changes in the fair value of debt securities
denominated in foreign currency classified as available
for sale are analysed between translation differences
resulting from changes in the amortised cost of the
security and other changes in the carrying amount of
the security. Translation differences related to changes
in amortised cost are recognised in profit or loss, and
other changes in carrying amount are recognised in
other comprehensive income.

Translation differences on non-monetary financial
assets and liabilities such as equities held at fair
value through profit or loss are recognised in profit or
loss as part of the fair value gain or loss. Translation
differences on non-monetary financial assets, such as
equities classified as available for sale, are included in
other comprehensive income.

Group companies

The results and financial position of all the Group
entities (none of which has the currency of a hyper-
inflationary economy) that have a functional currency
different from the presentation currency are translated
into the presentation currency as follows:

(i) assets and liabilities for each balance sheet
presented are translated at the closing rate at
the date of that balance sheet;

2. FESTHHEME (&)

24 SMERE (F)

(b)

(c)
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Notes to the Consolidated Financial Statements

AT RRME

For the year ended 31 December 2013 #HZE T —=F+_A=+—HILtFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.4 Foreign currency translation (Continued)

(c)

(d)

Group companies (Continued)

(ii) income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of
the rates prevailing on the transaction dates,
in which case income and expenses are
translated at the rate on the dates of the
transactions); and

(i) all resulting currency translation differences are
recognised in other comprehensive income.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at the
closing rate. Currency translation differences arising
are recognised in other comprehensive income.

Disposal of foreign operation and partial
disposal

On the disposal of a foreign operation (that is, a
disposal of the Group’s entire interest in a foreign
operation, or a disposal involving loss of control
over a subsidiary that includes a foreign operation,
a disposal involving loss of joint control over a joint
venture that includes a foreign operation, or a disposal
involving loss of significant influence over an associate
that includes a foreign operation), all of the currency
translation differences accumulated in equity in
respect of that operation attributable to the owners of
the Company are reclassified to profit or loss.

In the case of a partial disposal that does not result
in the Group losing control over a subsidiary that
includes a foreign operation, the proportionate share
of accumulated currency translation differences are
re-attributed to non-controlling interests and are
not recognised in profit or loss. For all other partial
disposals (that is, reductions in the Group’s ownership
interest in associates or joint ventures that do not
result in the Group losing significant influence or joint
control) the proportionate share of the accumulated
exchange difference is reclassified to profit or loss.
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZ—ZT—=F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. TESHBRHE (&)

ACCOUNTING POLICIES (CONTINUED)

2.5 Property, plant and equipment 25 YME - BERRKE

Construction-in-progress (the “CIP”) represents buildings,
plant and machinery under construction or pending
installation and is stated at cost less accumulated
impairment losses, if any. Cost includes the costs of
construction and acquisition. No provision for depreciation
is made on CIP until such time as the relevant assets are
completed and ready for intended use. When the assets
concerned are available for use, the costs are transferred
to property, plant and equipment and depreciated in
accordance with the policy as stated below.

Property, plant and equipment from capital contribution are
recognised initially at fair value, and are subsequently carried
at depreciated cost less accumulated impairment.

Other property, plant and equipment are stated at historical
cost less accumulated depreciation and accumulated
impairment losses, if any. Historical cost includes
expenditure that is directly attributable to the acquisition of
the items.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as appropriate,
only when it is probable that future economic benefits
associated with the item will flow to the Group and the
cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other
repairs and maintenance are charged to the consolidated
comprehensive income statements during the financial
period in which they are incurred.

Depreciation is calculated using the straight-line method to
allocate the cost less impairment loss of each asset to its
residual value over its estimated useful life, as follows:

— Buildings 20-40 years 5% — 10%

— Plant and machinery 10-14 years 5% — 10%

— Vehicles 4-5 years 5% — 10%

— Office equipment, leasehold 2-5 years 5% — 10%
improvements and others

The assets’ residual values and useful lives are reviewed, and
adjusted if appropriate, at the end of each reporting period.
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Notes to the Consolidated Financial Statements

AT RRME

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.5

2.6

2.7

Property, plant and equipment
(Continued)

An asset’s carrying amount is written down immediately
to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing
proceeds with the carrying amount and are recognised
within ‘other gains/(losses), net’ in the consolidated
comprehensive income statements.

Land use rights

Land use rights represent upfront payments made for the
land use rights for self-use buildings. It is stated at cost
and charged to the consolidated comprehensive income
statements over the remaining period of the lease on a
straight-line basis, net of any impairment losses, if any.

Intangible assets

(a) Technical Know-How
Acquired technical know-how of manufacturing
processes is shown at historical cost. Acquired
technical know-how are capitalised on the basis of
the costs incurred to acquire the know-how and are
amortised over their estimated useful lives of 10 years.

(b) Computer Software
Acquired computer software is shown at historical
cost and is capitalised on the basis of the costs
incurred to acquire the specific software. These costs
are amortised over their estimated useful lives of 10
years.

(c) Sewage Pipes Use Right
Acquired sewage pipes use right is shown at
historical cost and is capitalised on the basis of the
cost incurred to acquire the use right. The costs are
amortised over the contractual lives of 20 years.
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.8

2.9

Impairment of non-financial assets

Assets that have an indefinite useful life — for example,
goodwill — are not subject to amortisation and are tested
annually for impairment. Assets that are subject to
amortisation are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying
amount may not be recoverable. An impairment loss is
recognised for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable
amount is the higher of an asset’s fair value less costs to sell
and value in use. For the purposes of assessing impairment,
assets are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.

Financial assets

2.9.1 Classification

The Group classifies its financial assets in the following
categories: financial assets at fair value through profit
or loss, loans and receivables and available-for-sale
financial assets. The classification depends on the
purpose for which the financial assets were acquired.
Management determines the classification of its
financial assets at initial recognition.

(@) Financial assets at fair value through profit or

loss

Financial assets at fair value through profit or
loss are financial assets held for trading. A
financial asset is classified in this category if
acquired principally for the purpose of selling in
the short term. Derivatives are also categorised
as held for trading unless they are designated
as hedges. Assets in this category are classified
as current assets if expected to be settled
within 12 months; otherwise, they are classified
as non-current.

2. FESTHHEME (&)
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2. FESFEEHME (&)

29 TREE (&)

291 7% (&)

2.9 Financial assets (Continued)

2.9.1 Classification (Continued)

(b)  Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current assets,
except for the amounts that are settled or
expected to be settled more than 12 months
after the end of the reporting period. These are
classified as non-current assets. The Group’s
loans and receivables comprise ‘trade and
bills receivables’, ‘prepayments, deposits and
other receivables’, ‘amount due from related
parties’, ‘other financial asset’, ‘restricted cash’
and ‘cash and cash equivalents’ in the balance
sheet.

(c)  Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current
assets unless the investment matures or
management intends to dispose of it within 12
months of the end of the reporting period.

2.9.2 Recognition and measurement

Regular way purchases and sales of financial assets
are recognised on the trade-date — the date on
which the Group commits to purchase or sell the
asset. Investments are initially recognised at fair value
plus transaction costs for all financial assets not
carried at fair value through profit or loss. Financial
assets carried at fair value through profit or loss
are initially recognised at fair value, and transaction
costs are expensed in the consolidated statement
of comprehensive income. Financial assets are
derecognised when the rights to receive cash
flows from the investments have expired or have
been transferred and the Group has transferred
substantially all risks and rewards of ownership.
Available-for-sale financial assets and financial assets
at fair value through profit or loss are subsequently
carried at fair value. Loans and receivables are
subsequently carried at amortised cost using the
effective interest method.
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESTBERBE (F)

ACCOUNTING POLICIES (CONTINUED)

2.9 Financial assets (Continued) 29 EREE (&)

2.9.2 Recognition and measurement (Continued)
Gains or losses arising from changes in the fair value
of the ‘financial assets at fair value through profit
or loss’ category are presented in the consolidated
statement of comprehensive income within ‘Other
gains/(losses), net’ in the period in which they arise.
Dividend income from financial assets at fair value
through profit or loss is recognised in the consolidated
statement of comprehensive income as part of other
income when the Group’s right to receive payments is
established.

Changes in the fair value of monetary and non-
monetary securities classified as available for sale
and carried at fair value are recognised in other
comprehensive income.

When securities classified as available for sale are sold
or impaired, the accumulated fair value adjustments
recognised in equity are included in the consolidated
statement of comprehensive income as ‘gains and
losses from investment securities’.

Interest on available-for-sale securities calculated
using the effective interest method is recognised in the
consolidated statement of comprehensive income as
part of other income. Dividends on available-for-sale
equity instruments are recognised in the consolidated
statement of comprehensive income as part of other
income when the Group’s right to receive payments is
established.
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2.10 Offsetting financial instruments 210 EEFMIT A

Financial assets and liabilities are offset and the net amount
reported in the balance sheet when there is a legally
enforceable right to offset the recognised amounts and there
is an intention to settle on a net basis or realise the asset and
settle the liability simultaneously.
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Notes to the Consolidated Financial Statements

AT RRME

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.11 Impairment of financial assets

(a)

Assets carried at amortised cost

The Group assesses at the end of each reporting
period whether there is objective evidence that a
financial asset or group of financial assets is impaired.
A financial asset or a group of financial assets is
impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result
of one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss
event (or events) has an impact on the estimated
future cash flows of the financial asset or 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 where observable data indicate that there is a
measurable decrease in the estimated future cash
flows, such as changes in arrears or economic
conditions that correlate with defaults.

For loans and receivables category, 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 (excluding future credit
losses that have not been incurred) discounted at
the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated
income statement. If a loan or held- to-maturity
investment has a variable interest rate, the discount
rate for measuring any impairment loss is the current
effective interest rate determined under the contract.
As a practical expedient, the Group may measure
impairment on the basis of an instrument’s fair value
using an observable market price.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after the
impairment was recognised (such as an improvement
in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised in
the consolidated income statement.
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZE=ZZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.11 Impairment of financial assets
(Continued)

(b)

Assets classified as available for sale

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. For debt securities, the Group uses
the criteria referred to in (a) above. In the case of
equity investments classified as available for sale, a
significant or prolonged decline in the fair value of
the security below its cost is also evidence that the
assets are impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative loss
— measured as the difference between the acquisition
cost and the current fair value, less any impairment
loss on that financial asset previously recognised in
profit or loss — is removed from equity and recognised
in profit or loss. Impairment losses recognised in the
consolidated income statement on equity instruments
are not reversed through the consolidated income
statement. If, in a subsequent period, the fair value
of a debt instrument classified as available for sale
increases and the increase can be objectively related
to an event occurring after the impairment loss was
recognised in profit or loss, the impairment loss is
reversed through the consolidated income statement.

2.12 Inventories

Inventories are stated at the lower of cost and net realisable

value. Cost is determined using the weighted average
method. The cost of finished goods comprises raw
materials, labour, other direct costs and related production
overheads (based on normal operating capacity) but
excludes borrowing costs. Net realisable value is the

estimated selling price in the ordinary course of business,

less estimated costs of completion and selling expenses.
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE=—ZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESTBERBE (F)

ACCOUNTING POLICIES (CONTINUED)

2.13 Trade and other receivables

213 E S EWRIE K H L EWFRIE

Trade receivables are amounts due from customers for
merchandise sold or services performed in the ordinary
course of business. If collection of trade and other
receivables is expected in one year or less (or in the normal
operating cycle of the business if longer), they are classified
as current assets. If not, they are presented as non-current
assets.

Trade and other receivables are recognised initially at fair
value and subsequently measured at amortised cost using
the effective interest method, less provision for impairment.

2.14 Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits
held at call with banks, other short-term highly liquid
investments with original maturities of three months or less.

2.15 Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new
shares or options are shown in equity as a deduction, net of
tax, from the proceeds.

Where any group company purchases the Company’s
equity share capital (treasury shares), the consideration paid,
including any directly attributable incremental costs (net of
income taxes) is deducted from equity attributable to owners
of the Company until the shares are cancelled or reissued.
Where such ordinary shares are subsequently reissued,
any consideration received, net of any directly attributable
incremental transaction costs and the related income tax
effects, is included in equity attributable to the Company’s
shareholders.

2.16 Trade and other payables

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Trade payables are classified as current
liabilities if payment is due within one year or less (or in the
normal operating cycle of the business if longer). If not, they
are presented as non-current liabilities.

Trade and other payables are recognised initially at fair value
and subsequently measured at amortised cost using the
effective interest method.
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZE=ZZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2. FTESTHHEME (&)

2.17 Borrowings 217 B

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
carried at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the consolidated statement of
comprehensive income over the period of the borrowings
using the effective interest method.

Fees paid on the establishment of loan facilities are
recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be drawn
down. In this case, the fee is deferred until the draw-down
occurs. To the extent there is no evidence that it is probable
that some or all of the facility will be drawn down, the fee
is capitalised as a pre-payment for liquidity services and
amortised over the period of the facility to which it relates.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of the
liability for at least 12 months after the end of the reporting
period.

2.18 Borrowing costs

General and specific borrowing costs directly attributable
to the acquisition, construction or production of qualifying
assets, which are assets that necessarily take a substantial
period of time to get ready for their intended use or sale, are
added to the cost of those assets, until such time as 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 eligible for
capitalisation.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.

218
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Notes to the Consolidated Financial Statements

AP B RRME

For the year ended 31 December 2018 #HZE=—ZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.19 Current and deferred income tax

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated statement
of comprehensive income, except to the extent that it
relates to items recognised in other comprehensive income
or directly in equity. In this case the tax is also recognised
in other comprehensive income or directly in equity,
respectively.

(a)

(b)

Current income tax

The current income tax charge is calculated on the
basis of the tax laws enacted or substantively enacted
at the balance sheet date in the countries where the
Company’s subsidiaries and associates operate and
generate taxable income. Management periodically
evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject
to interpretation. It establishes provisions where
appropriate on the basis of amounts expected to be
paid to the tax authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the liability
method, on temporary differences arising between the
tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements.
However, deferred tax liabilities are not recognised if
they arise from the initial recognition of goodwill, the
deferred income tax is not accounted for if it arises
from initial recognition of an asset or liability in a
transaction other than a business combination that at
the time of the transaction affects neither accounting
nor taxable profit or loss. Deferred income tax is
determined using tax rates (and laws) that have been
enacted or substantively enacted by the balance
sheet date and are expected to apply when the related
deferred income tax asset is realised or the deferred
income tax liability is settled.

Deferred income tax assets are recognised only to the
extent that it is probable that future taxable profit will
be available against which the temporary differences
can be utilised.

2. FESEEEHME (&)
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

2.19 Current and deferred income tax
(Continued)

(b)

(c)

Deferred income tax (Continued)

Outside basis differences

Deferred income tax liabilities are provided on taxable
temporary differences arising from investments in
subsidiaries, associates and joint arrangements,
except for deferred income tax liability where the
timing of the reversal of the temporary difference is
controlled by the Group and it is probable that the
temporary difference will not reverse in the foreseeable
future. Generally the Group is unable to control the
reversal of the temporary difference for associates.
Only where there is an agreement in place that gives
the Group the ability to control the reversal of the
temporary difference not recognised.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries, associates and joint
arrangements only to the extent that it is probable
the temporary difference will reverse in the future and
there is sufficient taxable profit available against which
the temporary difference can be utilised.

Offsetting

Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset
current tax assets against current tax liabilities and
when the deferred income taxes assets and liabilities
relate to income taxes levied by the same taxation
authority on either the taxable entity or different
taxable entities where there is an intention to settle the
balances on a net basis.

2.20 Employee benefits

(@)

Pension obligations

PRC employees of the Group covered by PRC
government-sponsored defined-contribution pension
plans under which the employees become entitled
to a monthly pension based on certain formulas. The
relevant government agencies are responsible for
the pension liability to these employees when they
retire. The Group contributes on a monthly basis to
these pension plans for the employees which are
determined at a certain percentage of their salaries.
Under these plans, the Group has no obligation for
post-retirement benefits beyond the contribution
made. Contributions to these plans are expenses as
incurred.

2. FTESTHHEME (&)
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESTBERBE (F)

ACCOUNTING POLICIES (CONTINUED)

2.20 Employee benefits (Continued) 220 BERA (&)

(b) Housing benefits

PRC employees of the Group are entitled to
participate in government-sponsored housing
funds. The Group contributes on a monthly basis
to these funds based on certain percentages of the
employees’ salaries. The Group’s liability in respect of
these funds is limited to the contributions payable in
each period.

2.21 Provisions

Provisions for environmental restoration, restructuring costs
and legal claims are recognised when: the Group has a
present legal or constructive obligation as a result of past
events; it is probable that an outflow of resources will be
required to settle the obligation; and the amount has been
reliably estimated. Restructuring provisions comprise lease
termination penalties and employee termination payments.
Provisions are not recognised for future operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of an
outflow with respect to any one item included in the same
class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the obligation
using a pre-tax rate that reflects current market assessments
of the time value of money and the risks specific to the
obligation. The increase in the provision due to passage of
time is recognised as interest expense.

2.22 Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the grant
will be received and the Group will comply with all attached
conditions.
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZ—ZT—=F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESTBERBE (F)

ACCOUNTING POLICIES (CONTINUED)
2.22 BT &R (&)

2.22 Government grants (Continued)

B BB BT & By R AE AR - 30 R

Government grants relating to costs are deferred and

recognised in the consolidated statement of comprehensive
income over the period necessary to match them with the
costs that they are intended to compensate.

Government grants relating to property, plant and equipment
and land use rights are included in liabilities as other non-
current liabilities and are credited to the consolidated
statement of comprehensive income on a straight-line basis

MEKRANF—HEES HEREKaER
ﬁEﬂ/u

ERBEME BWERRBEARLHE
RENBTEF ARG JIEEMIE
RBEE YREBEENTRAIER
FHANBEREFAGHEARER -

over the expected lives of the related assets.

2.23 Revenue recognition 2.23 i R RR

WRBRAEBENAEESTHESE M
ERBHmE KKK BN A FE-F
TEEBECHKREER RE DR
- YEHEAEERABHER -

Revenue comprises the fair value of the consideration
received or receivable for the sales of goods and services
in the ordinary course of the Group’s activities. Sales
are shown, net of value-added tax, returns, rebates and
discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue H IR L SR SERT 2 RRAE A
can be reliably measured; when it is probable that future mANERAEHEELE: ﬂﬁﬁé‘% E&IE
economic benefits will flow to the entity; and when specific EENI S BEEER (R A) -
criteria have been met for each of the Group’s activities, as rEEFEFeERUE AEETREL
described below. The Group bases its estimates of return on FREVERR ZEENEGIEL BN R
historical results, the type of transaction and the specifics of fEHRE st

each arrangement.

(a) Sales of goods and materials (a) HEEZRIH
Sales of goods and materials are recognised on HEEMEME SRR ESE
the transfer of the significant risks and rewards B 48 K B 1 [ B 12 [0 SRR R (—

of ownership, which generally coincides with the BAEAEEERKREMRNTEFA
time when the Group has delivered goods to the A 7 FE Y SR IE /Y W [B] 7] 5 B AR 3
customers and collectability of the related receivables ) fERR o

is reasonably assured.

(b) Interest income (b) FEWKA

Interest income is recognised on a time-proportion FE WAL A E R A =X R H
basis using the effective interest method. I B AEHER o
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE=—ZT—=F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESTBERBE (F)

ACCOUNTING POLICIES (CONTINUED)

2.24 Operating leases 224 REHE

Leases in which a significant portion of the risks and rewards
of ownership are retained by the lessor are classified as
operating leases.

(a) Asalessee
Payments made under operating leases (net of any
incentives received from the lessor) are charged to the
consolidated statement of comprehensive income on
a straight-line basis over the period of the lease.

(b) Asalessor
When assets are leased out under an operating lease,
the asset is included in the balance sheet based on
the nature of the asset. The revenue from operating
lease is charge to the consolidated statement of
comprehensive income on a straight-line basis over
the period of the lease.

2.25 Contingent liabilities

A contingent liability is a possible obligation that arises from
past events and whose existence will only be confirmed by
the occurrence or non-occurrence of one or more uncertain
future events not wholly within the control of the Group. It
can also be a present obligation arising from past events that
is not recognised because it is not probable that an outflow
of economic resources will be required or the amount of
obligation cannot be measured reliably.

A contingent liability is not recognised but is disclosed in the
consolidated financial statements. When a change in the
probability of an outflow occurs so that outflow is probable,
it will then be recognised as a provision.

2.26 Dividend distributions

Dividend distribution to the Company’s shareholders is
recognised as a liability in the Group’s and the Company’s
financial statements in the period in which the dividends
are approved by the Company’s shareholders, where
appropriate.
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Notes to the Consolidated Financial Statements

AU B IRRMEE

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT

3.1 Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including currency risk, fair value interest
rate risk, cash flow interest rate risk and price risk), credit
risk and liquidity risk. The Group’s overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on
the Group’s financial performance.

(a) Market risk

()

Foreign exchange risk

Most of the Company’s subsidiaries’ functional
currencies are RMB as majority of the revenues
of these companies are derived from operations
in mainland China. The Group is exposed to
foreign currency risks with respect to sales
and purchases from oversea customers
and suppliers as well as foreign currency
denominated financial assets as at each
balance sheet date. The Group has not hedged
its foreign exchange risk. Details of the Group’s
trade and bills receivables, restricted cash, cash
and cash equivalents, trade and bills payables
and borrowings as at 31 December 2013,
which are denominated in currencies other than
RMB, are disclosed in Notes 12, 16, 17, 21
and 23 respectively.

At 31 December 2013, if US dollars had
weakened/strengthened by 10% against the
RMB with all other variables held constant,
profit before income tax for the year would
have been higher/lower by RMB13,883,000
(2012: RMB25,259,000), mainly as a result of
foreign exchange losses/gains on translation of
US$-denominated trade and bills receivables,
restricted cash, cash and cash equivalents and
foreign exchange gains/losses on translation of
US$-denominated trade and bills payables and
borrowings.
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Notes to the Consolidated Financial Statements

AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)

(@)

Market risk (Continued)

()

(i)

Foreign exchange risk (Continueq)

At 31 December 2013, if HK$ had weakened/
strengthened by 10% against the RMB with
all other variables held constant, profit before
income tax for the year would have been lower/
higher by RMB719,000 (2012: RMB2,017,000),
mainly as a result of foreign exchange losses/
gains on translation of HK$-denominated cash
and cash equivalents.

At 31 December 2013, if EURO had weakened/
strengthened by 10% against the RMB with
all other variables held constant, profit before
income tax for the year would have been lower/
higher by RMB13,000 (2012: RMB1,928,000,
higher/lower), mainly as a result of foreign
exchange losses/gains on translation of EUR-
denominated trade and bills receivables, net off
borrowings.

Price risk

The Group is exposed to price risk of funds
because investments held by the Group are
classified on the consolidated balance sheet
as at fair value through profit or loss. The
Group has not hedged its price risk arising
from investments in financial assets at fair value
through profit or loss.

As the Group’s investments in funds are publicly
traded, their fair value is determined with
reference to quoted market prices.
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Notes to the Consolidated Financial Statements

AU B IRRMEE

For the year ended 31 December 2013 #HZE=ZZT—=F+-_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)

(@)

(b)

Market risk (Continued)

(ii)

Cash flow and fair value interest rate risk

As the Group has no significant interest-bearing
assets except for cash and cash equivalents,
other financial asset and restricted cash, the
Group’s income and operating cash flows are
substantially independent of changes in market
interest rates.

The Group’s interest-rate risk mainly arises from
borrowings. Borrowings obtained at variable
rates expose the Group to cash flow interest-
rate risk. Borrowings obtained at fixed rates
expose the Group to fair value interest-rate risk.

The Group has not used any financial
instrument to hedge its exposure to interest rate
risk.

As at 31 December 2013, if the interest rates
on bank borrowings had been 10% higher/
lower with all other variables held constant,
profit before income tax for the years would
have been RMB1,264,000 lower/higher, mainly
as a result of higher/lower interest expense on
borrowings.

Credit risk

Credit risk arises mainly from trade and other
receivables, amounts due from customers for
contract work, and cash at bank. The Group’s
maximum exposure to credit risk in the event of the
counterparties’ failure to perform their obligations
as at the reporting dates in relation to each class of
recognised financial assets is the carrying amount of
those assets as stated in the consolidated balance

sheet.
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Notes to the Consolidated Financial Statements

AP B RRME

For the year ended 31 December 2018 #HZE=—ZT—=F+-_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)

(b)

Credit risk (Continued)

As at 31 December 2013, all cash and cash
equivalents, and restricted cash, were deposited
in the major financial institutions in the PRC with
good credit rating. The Group categorises its major
counterparties into the following groups:

° Group 1 — Top 4 banks in the PRC (China
Construction Bank, Bank of China, Agriculture
Bank of China, and Industrial and Commercial
Bank of China);

° Group 2 — Other major listed banks in the PRC;
and

° Group 3 — Regional banks in the PRC.
The cash at bank balances as at 31 December 2013

and 2012, which are placed with these institutions are
shown as below:

3.

MEERERE (&)

3.1 MBEREE (%)

(b) f=EmRE(HE)
R-BE—=F+=-A=+—8 5
BEReRRESFENNRZRHIF S
BERREERIRFOHPEEE
EREE AEERSEEEZHNT
DI

e FH-HBEEART(H
BIZERRIT - RERTT
EERTRBPBEIERT)

s FIHE-THHMETELM
T R

o FBZE-PBUMITRIT

N-E—=FR_F-——F+_A

=+ — B FRR A RT
W EHBIIMT

2013 2012
—E—=F —T——F
RMB’000 RMB’000
ARET R ARETIT

Category B|A
Group 1 £—4 193,162 102,936
Group 2 ] 85,236 84,161
Group 3 F=48 6,469 20,992
Total FEkE 284,867 208,089
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZE—_ZT—=F+_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1 Financial risk factors (Continued)

(b)

(c)

Credit risk (Continued)

In respect of trade and other receivables, individual
credit evaluations are performed on all customers
and counterparties. These evaluations focus on
the counterparty’s financial position, past history of
making payments and take into account information
specific to the counterparty as well as pertaining to
the economic environment in which the counterparty
operates. Monitoring procedures have been
implemented to ensure that follow-up action is taken
to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual
trade and other receivable balance at the end of
each reporting period to ensure adequate impairment
losses are made for irrecoverable amounts.

Liquidity risk

The Group’s policy is to regularly monitor current and
expected liquidity requirements and its compliance
with debt covenants, to ensure that it maintains
sufficient reserves of cash and adequate committed
lines of funding from banks and other financial
institutions to meet their liquidity requirements in the
short and longer term. Management believes there is
no significant liquidity risk as the Group has sufficient
committed facilities to fund their operations.

3.

MEERERE (&)

3.1 MBEREE (F)

(b) FERE (&)

(c)
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3. FINANCIAL RISK MANAGEMENT

(CONTINUED)

3.1 Financial risk factors (Continued)

(c)

Liquidity risk (Continued)

Notes to the Consolidated Financial Statements

BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

3. MEBRAKRER (&)

3.1 MBEREE (F)

The following table details the remaining contractual
maturities of the Group’s financial liabilities, which
are based on contractual undiscounted cash flows

(including interest payments computed using

contractual rates or, if floating, based on rates current
at the year end) and the earliest date the Group may

be required to pay:

(c) nBEZEER (&)
TR AKEEREBERANIE
RRBRERE (BENRAAON
Rl (ZB)RFRNKRFED
MBS ) A R A £R B 7] BE R 5K
MW&FEHNBRTANEEE

Between 1 and

Within 1 year 2 years
—FR —EBHE
RMB’000 RMB’000
ARBTT ARBTT
At 31 December 2013 R=TB-—=F
+=—A=+—H
Borrowings B 196,571 25,000
Trade and bills payables B S ENFIERENEE 116,829 -
Amounts due to related parties FETRE S ;A 7,513 -
Accruals, interest payable and other JERTSRIE - FEASFI B R E A
current liabilities (Not including payroll ~ REN B & (R ER
payable and tax payable) TERENTIE) 14,547 49
335,460 25,049
At 31 December 2012 N-ZE——F
+=—A=+—H
Borrowings B 380,065 47,000
Trade and bills payables B 5 AR R R E 236,230 -
Amounts due to related parties FEARAE 5 3IE 35,913 -
Accruals, interest payable and other FERTEIA - PR FIE R H A
current liabilities (Not including payroll ~ REI & & (T8 ¥ &t
payable and tax payable) TERENTIE) 19,937 489
672,145 47,489
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Notes to the Consolidated Financial Statements

AU B IRRMEE

For the year ended 31 December 2013 #HZ—ZT—=F+_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT 3. MBERERE (&)
(CONTINUED)
3.2 Capital risk management 3.2 EXEKER
The Group’s objectives when managing capital are to AEEEEREANE N ARERAEERRN
safeguard the Group’s ability to continue as a going concern SEEAS AR ) T AR A B IR R 12 4
in order to provide returns for the Company’s shareholders 5] 3R K /4 E AR BR AR B 25 - DA R 445
and benefits for other stakeholders and to maintain an SEBEREBAREE R
optimal capital structure to reduce the cost of capital.
In order to maintain or adjust the capital structure, the Group RERNAREARNERE NEE LR
may adjust the amount of dividends paid to shareholders, BRATREMNKRE  AREREEARN -
return capital to shareholders, issue new shares or sell BITHRO L EEEUNREKER -
assets to reduce debt.
Consistent with others in the industry, the Group monitors AEEEZBEANEFENEARE B X
capital on basis of the gearing ratio. This ratio is calculated ERER izt BB FRERUARER
as net debt divided by total capital. Net debt is calculated AE-BEBFRUEREE (REEAHE
as total borrowings (including “current and non-current EAGBEXRITH[EHR é‘F EHER])
borrowings” as shown in the consolidated balance sheet) IR e MR % = TE Y& BBRITERD
less cash and cash equivalents and restricted cash for bank XREREFTHE - BERUNEGHEE E
borrowings. Total capital is calculated as “equity” as shown BERSIREY fHﬁ | MEBFRETE
in the consolidated balance sheet plus net debt.
The gearing ratios at 31 December 2013 and 2012 were as RZE—=Fk=-F—Z-F+=A
follows: =+—HWMEAEFELELT :
2013 2012
—E-=F —E——fF
RMB’000 RMB’000
ARBT T ARBT T
Total borrowings (Note 23) fe k4858 (KfsE23) 221,571 427,065
Less: cash and cash equivalents - BRekReFEEY
(Note 17) (FEE17) (166,559) (75,700)
Restricted cash for bank B RARITIEREZ R I
borrowings (Note 16) B & (HizE16) (97,703) (75,855)
Net debt B FER (42,691) 275,510
Total equity WM 317,141 191,332
Total capital BB 274,450 466,842
Gearing ratio BB ELEE -16% 59%
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Notes to the Consolidated Financial Statements

AP B RRME

For the year ended 31 December 2018 #HZE=—ZT—=F+-_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.2

3.3

Capital risk management (Continued)

The variation in gearing ratio is resulting from increase in
cash and cash equivalents arising from the initial public
offering on 27 November 2013 and increase in profit.

Fair value estimation

The carrying amounts of the Group’s financial assets
including cash and cash equivalents, restricted bank
balances, trade and other receivables; and financial liabilities
including trade and other payables, and borrowings,
approximate their fair values due to their short maturities.
The carrying values less any estimated credit adjustments
for financial assets with a maturity of less than one year are a
reasonable approximation of their fair values.

The table below analyses financial instruments carried at fair
value, by valuation method. The different levels have been
defined as follows:

° Quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1).

° Inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2).

° Inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs)
(level 3).

3.

MEERERE (&)

3.2

3.3

EXERER (&)

BERBEHEERZBETIHRR _-FT—=
Ft—A-+EBZERAHABREEL
2B e MBS S EYE I KGN IE IR
B o

AFEMEE

ERAKESREE (BRASRAS
FEY - B HIRITEKNE Z UK
AREMERFR) LeRAE (REE
5 AR R A b A RIBME T8
IHERE AEREESEAFER
Ho-RAMALIR-—FNEREE RH
EREAGAEEARSEAFENS
EEEA -

TRAGEZEDTEIFEIIENES R
TE ARDEREWT:

s HREEXRBEELZBRMSNEHRE
(RERE) () -

e KRE-—FAMBREIN EEX
BEATEE (AERS)KEE (F
REER)BEENBABE (=
&) e

o EEXARIIFKEAHEMEH

EOEAZE (T BRE AR
B) (B=/&) -
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZE—_ZT—=F+_A=+—HILFE

3. FINANCIAL RISK MANAGEMENT 3.
(CONTINUED)

3.3 Fair value estimation (Continued)

The following table presents the Group’s level 1 financial
assets that are measured as at fair value at 31 December

MEERERE (&)

3.3 DEEME (&)

TERIAEEBN T —FR-F
—=&E+-A=+—AMATEHEN

2012 and 2013. —REeMEE-
2013 2012
—2-= e
RMB’000 RMB’000
AR¥T T AREF T
Assets BE
Financial assets at fair value through BEAFEFAEBENEHEE
profit or loss (Note 15) (BMf5E15) 757 645
4. CRITICAL ACCOUNTING ESTIMATES 4. BRSHHERAR
AND JUDGEMENTS

Estimates and judgements are continually evaluated and are based
on historical experiences and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom be equal to the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities within
the next financial year are discussed below.

(@) Useful lives of property, plant and
equipment

The Group determines the estimated useful lives for its
property, plant and equipment based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. The Group
will revise the depreciation charges where useful lives are
different from previously estimated, or it will write off or write
down technically obsolete or non-strategic assets that have
been abandoned or sold.

16;#&#%&‘\% BEENBELREEMBAR
(BREFEBRATRAREENRKREMTAS)
B

AEBELAEBRARNGBHARBRR -BEE
B 2EetEAELEABERERAR -
RAJBEBEEE R ABEMREER T EMKF
EREFHBH M RBRRA WA T

(@) % - M= K 5 B A A A

AEERBEBELR HBEHRULE
RINENYE BERRBNERAE
REREEMFE BFERRXEBHOMGEEA
ERFEH WA BEMEERGFH
ER - ARESEINERS  MEK
OB B B Z 2k B B 8 B B FE AR AR
& E -
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Notes to the Consolidated Financial Statements

BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (CONTINUED)

(b)

(c)

Impairment of property, plant and
equipment, land use rights and intangible
assets

Impairment losses for property, plant and equipment,
land use rights and intangible assets are recognised for
the amount by which the carrying amount exceeds its
recoverable amount in accordance with he accounting
policy stated in Note 2.8. The recoverable amounts, being
the higher of fair value less costs to sell or net present value
of future cash flows which are estimated based upon the
continued use of the asset in the business, are determined
with reference to the best information available at each of
the balance sheet date. Changing the assumptions selected
by the Group’s management in assessing impairment,
including the discount rates or the operating and growth rate
assumptions in the cash flow projections, could materially
affect the net present value used in the impairment test and
as a result affect the Group’s financial position and results of
operations.

Impairment of financial assets

(i) Assets carried at amortised cost

The Group assesses at the end of each reporting
period whether there is objective evidence that a
financial asset or group of financial assets is impaired.
A financial asset or a group of financial assets is
impaired and impairment losses are incurred only if
there is objective evidence of impairment as a result
of one or more events that occurred after the initial
recognition of the asset (a ‘loss event’) and that loss
event (or events) has an impact on the estimated
future cash flows of the financial asset or 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 where observable data indicate that there is a
measurable decrease in the estimated future cash
flows, such as changes in arrears or economic
conditions that correlate with defaults.

4. BARSTHERAE (&)

(b) ME -BERRE THERE
REFEENRE

ME - BE L& L ERRARER
BEEMBEEBRENZ2.8MMLNER
BOR A AR E AR E A B 2 B A 2R
FE 2 o A W @ 5 2R B X P {EDR B & A AR
KRN ER P RAE LR EE AR E
RenEFRE(URSERE)  H2
EREREANRAREBIBEE -
AEEERERNETREREZNRRK
(BRERASKEFINPRANIERERL
ERBRERER)BE  AEHRERR
PRAFREBKEATE YRETE
AEBHM BRI L ERE -

(c) ERMEERE

() BHERESRGEE
AEEREHERRFEEETE
HEBRTNEREENTREEMR
HERE - EEEEBREBERALR
ERRERRELE —ANZAEMN
(TBBREMF]) BZE(LZF)
BEREAHEREENSHEER
AfEEtARRR S REN T BT
SRR AEREEXCREE
ARRSERELELRERBIE -

BHEBBRNER SEEBARE
BAMRIHREAM KR E 8
FIRZNFEBRAE  BEBEAR
EREIETHANTANMBEE
e AR A BRBBEBR R AR ARE
REanEHBRATENEKE 0
R FIA KB B R BN A B
B E
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (CONTINUED)

(c) Impairment of financial assets
(Continued)

@

Assets carried at amortised cost (Continued)
For loans and receivables category, 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 (excluding future credit
losses that have not been incurred) discounted at
the financial asset’s original effective interest rate.
The carrying amount of the asset is reduced and the
amount of the loss is recognised in the consolidated
comprehensive income statement. If a loan has a
variable interest rate, the discount rate for measuring
any impairment loss is the current effective interest
rate determined under the contract. As a practical
expedient, the Group may measure impairment on the
basis of an instrument’s fair value using an observable
market price.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring after the
impairment was recognised (such as an improvement
in the debtor’s credit rating), the reversal of the
previously recognised impairment loss is recognised in
the consolidated comprehensive income statement.

4. BARSTHERAE (&)

(c) EMEERE (&)

() LBHERESRGEE (&)
RER R EYREER BRE®E
NEERHEEEEZZEREERE
BRAEBEROEHARKBRSRE
(TERAELENRKREEERR)
HRENEZHFTE-EENRAES
HERR  BESBEREHEE K
HARFER - W EFIRAIFEFI=X -
ArEEARERIEMNIREARR
BEANETNENERMNE -ER
AITREZF AEERAUEER
MERET AN A FEFERE-

EREE MREBESRTEE
Z MRS L ARRERREREE
M EMF (PIEES A RS BRI
=) BAERNREEBRREDR
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Notes to the Consolidated Financial Statements

BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES
AND JUDGEMENTS (CONTINUED)

(c)

Impairment of financial assets
(Continued)

(ii)

Assets classified as available for sale

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. For debt securities, the group uses
the criteria referred to in (i) above. In the case of
equity investments classified as available for sale, a
significant or prolonged decline in the fair value of
the security below its cost is also evidence that the
assets are impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative loss
— measured as the difference between the acquisition
cost and the current fair value, less any impairment
loss on that financial asset previously recognised in
profit or loss — is removed from equity and recognised
in profit or loss. Impairment losses recognised in
the consolidated comprehensive income statement
on equity instruments are not reversed through the
consolidated comprehensive income statement.
If, in a subsequent period, the fair value of a debt
instrument classified as available for sale increases
and the increase can be objectively related to an event
occurring after the impairment loss was recognised in
profit or loss, the impairment loss is reversed through
the consolidated comprehensive income statement.

(d) Net realisable value of inventories
Net realisable value of inventory is the estimated selling price

in the ordinary course of business, less estimated costs

of completion and selling expense. These estimates are
based on the current market condition and the historical
experience of manufacturing and selling products of similar
nature. It could change significantly as a result of technical
innovations, changes in customer taste and competitor
actions in response to severe industry cycle. Management
reassesses these estimates at each balance sheet date.

4. BRETHERAE (&)
(c) EMEERIME (&)

(i) DEABUTHEENEE
REBREREHRTHEEEE
BEXBeHEENSREEMR
EERE-HREEZSF A5H
{55 B = S () B ATl A 25 o« W 5 48
B EEENREIZE  BHEOHQ
FEKNERFFE TR EAEKE
NABEERENIE WA HHEE
CRMEETEXSHE RS
1B (ARBRAEE AT ERZE
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AEEENEEIAEN R FEE
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(d) FENTHRFE
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Notes to the Consolidated Financial Statements
BTSRRI

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

4. CRITICAL ACCOUNTING ESTIMATES

AND JUDGEMENTS (CONTINUED)

(e) Income taxes and deferred income tax
The Group is subject to income taxes in a number of
jurisdictions. Significant judgement is required in determining
the provision for income taxes in various jurisdictions.
There are many transactions and calculations for which
the ultimate tax determination is uncertain. The Group
recognises liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be due. Where
the final tax outcome of these matters is different from the
amounts that were initially recorded, such differences will
impact the current and deferred income tax assets and
liabilities in the period in which such determination is made.

Deferred tax assets relating to certain temporary differences
and tax losses are recognised when management considers
to be probable that future taxable profit will be available
against which the temporary differences or tax losses can
be utilised. The outcome of their actual utilisation may be
different.

SEGMENT INFORMATION - GROUP

The chief operating decision-makers have been identified as the
executive directors. The decision-maker reviews the Group’s
internal reporting in order to assess performance and allocate
resources. Directors have determined the operating segment
based on these reports.

Directors consider the business from a business perspective,
and assesses the performance of the business segment based
on profit before income tax without allocation of finance income/
(costs).

The amount provided to directors with respect to total assets is
measured in a manner consistent with that of the consolidated
financial statements. These assets are allocated based on the
operations of segment.

4. BARSTHERAE (&)

(e) FIEBRIELFTISH
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Notes to the Consolidated Financial Statements

BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

SEGMENT INFORMATION - GROUP
(CONTINUED)

The Group’s operations are mainly organised under the following
business segments:

— Trading: Trading of textile raw materials and products;
— Production: Production of polyester filament yarns;
— Processing: The dyeing processing of differentiated

polyester filament yarn.

Segment assets consist primarily of land use rights, property,
plant and equipment, intangible assets, inventories, trade and bills
receivables, prepayments, deposits and other receivables, other
financial asset, amounts due from related parties, restricted cash,
cash and cash equivalents. Unallocated assets mainly comprise
corporate cash and amounts due from related parties.

Segment liabilities mainly comprise operating liabilities, amounts
due to related parties and borrowings. Unallocated liabilities mainly

comprise accruals and amounts due to related parties.

(@) Revenue

5.

THEN-—ZFKH ()

ARE T EEEERENTER S BRT

—¥5: EBEHBRMBRER:
—HE: 4SERKRGERSA:

—MI: ERMEKRERARENT -

DHMEETZBRLHERE VE BB
wiE EBIZEE 78 BZREFEREEE
& FBENRE Be REMEKER bR
BE BWEELZFE XRGRE RERR
EEEN RAOIEBEEIZREARANRENE
Y BEE 75 TRIA

Year ended 31 December

BEt+t-A=t—-HLEE

2013 2012

—E—=F —EF——4F

RMB’000 RMB’000

ARMT T AR®FT

Trading 25 1,320,449 1,718,076
Production KE 318,747 375,114
Processing mnT 128,227 117,663
1,767,423 2,210,853
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Notes to the Consolidated Financial Statements
BTSRRI

For the year ended 31 December 2013 #HZE—_ZT—=F+_A=+—HILFE

5. SEGMENT INFORMATION - GROUP
(CONTINUED)

(b) Segment information

5. &

BER-—ZFKH (F)

The segment information provided to directors for the
reportable segments for the year ended 31 December 2013

(b) 7= EEF
RE-F-=#+-A=+-AL%F

[

E-REFREAEETRSE D27

X
is as follows: BRI -
For the year ended 31 December 2013
BE-E-=f+t-A=t-HLEE
Business segment Trading Production Processing Total
E Pan g5 £E mT @t
RMB’000 RMB’000 RMB’000 RMB’000
AR®Tn AR¥Tr AR®Tn AR%Tx
Revenue 6
Sales of products EmHEE 1,532,703 315,013 128,227 1,975,943
Sales of raw materials R E - 4,17 - 4,717
Inter-segment sales HEEHEE (212,254) (983) - (213,237)
Revenue from external customers KREIREP 2 Wz 1,320,449 318,747 128,227 1,767,423
Results E
Segment gross profit A EER 26,238 58,343 44,256 128,837
Segment operating profit D ERLE m 11,899 45,759 33,202 90,860
Unallocated expense APEHY (13,038
Total operating profit mERTIBE 77,822
Finance income BMERA 6,897
Finance costs BERKK (19,617)
Profit before income tax BRETS AT E A 65,102
Other information Hitr g
Depreciation of property, mE BERIETE
plant and equipment 677 6,023 4,941 11,641
Amortisation of land use rights T fh A - 483 315 798
Amortisation of intangible assets B AERE - 216 667 883
Provision for write-down of inventories FEMR A (77 210 - 133
Provision for impairment of receivables FE USRI R (B 1 349 38 (20) 367
Capital expenditure BARY 42 4,783 1,336 6,161
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

5. SEGMENT INFORMATION - GROUP 5. 7HER-XEBR (F)
(CONTINUED)
(b) Segment information (Continued) (b) HTER (&)

As at 31 December 2013
R=ZEB-=%+-A=t-H
Business segment Trading Production  Processing Total
ES Sk g5 £E mT st
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR%®TR AR%TR AR%TR

Segment assets NEEE 312,617 257,675 234,978 805,270
Unallocated assets PEEE 87,903
Inter-segment elimination NP8 (169,722)
Total assets BELE 723,451
Segment liabilities AR 268,976 160,631 140,406 570,013
Unallocated liabilties ADEEE 6,019
Inter-segment elimination D PR (169,722)
Total liabilities BESEE 406,310
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZE—_ZT—=F+_A=+—HILFE

5. SEGMENT INFORMATION - GROUP 5. 7HER-XEBR (F)
(CONTINUED)
(b) Segment information (Continued) (b) HTER (&)
The segment information provided to directors for the BE-Z——F+_A=+—HIHF
reportable segments for the year ended 31 December 2012 E RESREEHEIRS SN D
is as follows: BRI -
For the year ended 31 December 2012
BE—T-——#+-f=1+—-RAItEE
Business segment Trading Production Processing Total
EBAH B5 KE mnT =t
RMB’'000 RMB'000 RMB’'000 RMB’'000
ARETE ARETT ARETRT ARETR
Revenue 6
Sales of products EmHEE 1,734,276 340,172 117,663 2,192,111
Sales of raw materials R E - 36,582 = 36,582
Inter-segment sales EPEEE (16,200) (1,640) - (17,840)
Revenue from external customers KREIREP 2 Wz 1,718,076 375,114 117,663 2,210,853
Results ES
Segment gross profit HEBEF 37,514 34,434 37,197 109,145
Segment operating profit DR EEF 12,810 23,152 26,576 62,538
Unallocated expense APEHY (3,750)
Total operating profit mERTIBE 58,788
Finance income BEKA 22,826
Finance costs BB (42,566)
Profit before income tax BR P15 B¢ A A 39,048
Other information Hitr g
Depreciation of property, mE BERIETE
plant and equipment 636 5,823 4,962 11,421
Amortisation of land use rights T fh A = 483 315 798
Amortisation of intangible assets B AERE - 210 738 948
Provision for write-down of inventories FEMRERE (1,231) 109 - (1,122)
Provision for impairment of receivables FEW IR R (E R 204 0 19 313
Capital expenditure BARY 470 6,360 2,108 8,938
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5. SEGMENT INFORMATION - GROUP

Notes to the Consolidated Financial Statements

AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

5. 7HMEN-—ZFKH ()

(CONTINUED)
(b) Segment information (Continued) (b) HTER (&)
As at 31 December 2012
RZE-—ZF+-A=+—H

Business segment Trading Production Processing Total
£BAH 25 KR nT e
RMB'000 RMB'000 RMB’000 RMB'000
ARBTT ARBTT AR®TT ARETR
Segment assets NEEE 824,520 169,743 198,318 1,192,581
Unallocated assets ADEEE 23,877
Inter-segment elimination AR Eakse (135,179)
Total assets BESE 1,081,279
Segment liabilities AEBEE 782,049 104,782 135,149 1,021,980
Unallocated liabilities AOEAE 3,146
Inter-segment elimination R ek (135,179)
Total liabilities Bf5RE 889,947
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BTSRRI

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

6.

LAND USE RIGHTS - GROUP

The Group’s interest in land use rights represents prepaid
operating lease payment for land and its net book values were
analysed as follows:

6. THERE-FXKE

AREBR T fE BEn s ie B B nmIEN
REHERIR  HREFEITMAT

2013 2012

—E—=5F —E——F

RMB’000 RMB’000

AREFT AREF T

Opening net book value FYREFEE 32,579 33,377
Amortisation charges BiHEA (798) (798)
Closing net book value FREEFE 31,781 32,579

The Group’s land use rights are located in Hangzhou and Nantong
of the PRC and the remaining lease periods were between 10 to 50
years as at 31 December 2013.

As at 31 December 2013, land use rights with net book values of
approximately RMB27,137,000 were pledged as collaterals for the
Group’s bank borrowings (Note 23).

Amortisation of land use rights has been charged to the
consolidated statement of comprehensive income as follows:

AEEH T FERECRPBERMNERER B
—E—=F+_A=+—H % THHB N
TF10Z=50%F ©

R-B—=%+-"A=+—8 REFEHA
R¥27,137,000tH i BEE AL EH
SRITIERE R AR H (H7E23) -

T FRREHE SH B PO & B4R A Was R HBR 10
N

Year ended 31 December

BEt+t-A=t—-HLEE

2013 2012

—E—=F —EF——F

RMB’000 RMB’000

ARET R ARET T

Administrative expenses 1T A 510 510
Cost of sales $HE A 209 209
Others ) 79 79
798 798
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

7. PROPERTY, PLANT AND EQUIPMENT - 7. WE - BERXE-—FEHEH
GROUP

Office
Plant and equipment Leasehold  Construction-
Buildings  machinery Vehicles  and others improvements  in-progress Total
WAZRE

B HERER it Rith  HAEXE  ERIR &t
RMBOO0  RMB'OO0  RMB'OO0  RMBOO0  RMBOOD  RMBOO0  RMBIO0D
ARBTE ARETT ARETL ARETE ARETR ARETR ARETR

At 1 January 2012 R-E-—%-A-R
Cost A 77,961 104,533 6,905 6,563 507 3,576 200,045
Accumulated depreciation 25HE (13,536) (35,889) (3,760) (5,041) (488) - (58,714)
Net book amount EmFE 64,425 68,644 3,145 1,622 19 3,576 141,331
Year ended 31 December 2012 HZ2-T--%1-H

=t-BLIEE
Opening net book amount ENEAFE 64,425 68,644 3,145 1,522 19 3,576 141,331
Additions NE 192 6,081 - 206 386 2,078 8,938
Acauisition of a subsidiary WEE—FNB A - - - 6 - - 6
Transfers &z - 1,032 - - - (1,032) -
Depreciation & (2,356) (7,750 (785) (435) (95) - (11,421)
Disposals HE - - - &) - - €]
Closing net book amount FREMFE 62,261 68,007 2,360 1,296 310 4,617 138,851
At 31 December 2012 RZZ——%

+-A=1+-H
Cost A 78,153 111,646 6,906 6,807 955 4,617 209,083
Acoumulated depreciation 2ETE (15,892) (43,639) (4,545) (5,511) (645) - (70,232)
Net book amount EmFE 62,261 68,007 2,360 1,296 310 4,617 138,851
Year ended 31 December 2013 HE_ZT-—=F1+_A

=t-ALEE
Opening net book amount FORERE 62,261 68,007 2,360 1,096 310 4617 138,851
Additions NE 232 2,014 253 202 177 3,283 6,161
Transfers 2 - 5,690 - - - (5,690) -
Depreciation g (2,364) (8,002 770) #10) (95) - (11,641)
Disposals irf - (1787) 42 - - 479 (2,308)
Closing net book amount FREMFE 60,129 65,922 1,801 1,088 392 1,731 131,063
At 31 December 2013 RZZ-=%+=R

=t+-H
Cost KA 78,385 116,174 6,733 6,954 1,132 1,731 211,109
Accumulated depreciation 25tE (18,256) (50,252) (4,932) (5,860) (740) - (80,046)
Net book amount EmFE 60,129 65,922 1,801 1,088 392 1,731 131,063

KEFHEAERAT « 20353 129



Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

7. PROPERTY, PLANT AND EQUIPMENT - 7. WE - BERXE-—FEHEH
GROUP (CONTINUED) (%)

Depreciation expenses have been charged to the consolidated MERIEREHEAERERPHBRAOT
statement of comprehensive income as follows:

Year ended 31 December

BE+T-A=1+—HLEE

2013 2012
—E—=5F —E——F
RMB’000 RMB’000
ARETT ARBT T
Cost of sales SHE AR 9,029 8,620
Administrative expenses TTHBRZ 2,147 2,399
Selling expenses SHE X 107 44
Others HAh 358 358
11,641 11,421
As at 31 December 2013, buildings with net book values of R=ZF—=F+=-—A=+—H EREFEHA
approximately RMB43,903,000 were pledged as collaterals for the K#43,903,000tHEFERASEBHRITE
Group’s bank borrowings (2012: RMB48,550,000) (Note 23). K (ZF—=F: AR¥48,550,0007T) E#H 5

B m (KFFE23) ©
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8.

Notes to the Consolidated Financial Statements

AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

INTANGIBLE ASSETS - GROUP

Intangible assets represent technical know-how related to

advanced fabric dyeing and finishing process, sewage pipes use

right and computer software. Movement was as follows:

8. BEFEE-—4F&KH

BVEERARUEMHREBENRMA
BoORKRERERERES BEREZSHM

T
Sewage
Computer Technical pipes
software know-how use right Total
Tk
HEL L B0 RERAE st

RMB'000 RMB'000 RVB'000 RMB'000
ARRTT  ARETR ARETRE ARBT:R

At 1 January 2012 R-Z--%-A-H

Cost A 225 7,274 2,400 9,899
Accumulated amortisation Efgc i (110) (542) (410) (1,062)
Net book amount RMESE 115 6,732 1,990 8,837
Year ended 31 December 2012 BZ_ZT-_f+C8

=t-HLEEE

Opening net book amount FNEmFE 115 6,732 1,990 8,837
Amortisation charge HHER 22 (806) (120) (948)
Closing net book amount FREEFE 93 5,926 1,870 7,889
At 31 December 2012 R-E-—f+-A=+—-H

Cost R 225 7,274 2,400 9,899
Accumulated amortisation RETEH (132) (1,348) (530) (2,010)
Net book amount REFE 93 5,926 1,870 7,889
Year ended 31 December 2013 BZ2-ZE-=£+=A

=S+-HLEE

Opening net book amount FNREFE 93 5,926 1,870 7,889
Amortisation charge HHER ©2) (741) (120) (883)
Closing net book amount FRIEEFE 71 5,185 1,750 7,006
At 31 December 2013 R-ZE-=5+-A=+-H

Cost R 225 7,274 2,400 9,899
Accumulated amortisation ESg 3 (154) (2,089) (650) (2,893)
Net book amount REFE 7 5,185 1,750 7,006
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

8. INTANGIBLE ASSETS - GROUP 8.
(CONTINUED)

Amortisation expenses have been charged to the consolidated
statement of comprehensive income as follows:

BREE-AKH (H)

BHERAXENRGHEARARPTIBRMOT

Year ended 31 December

BE+T-A=1+—HLEE

2013 2012

—E-=5F —ET——F

RMB’000 RMB’000

AR¥ET T AREF T

Cost of sales SHE AR 861 926
Administrative expenses TERZ 22 22
883 948

9. INTEREST IN SUBSIDIARIES - COMPANY 9.

RBEARNER -2 F

(a) Interest in subsidiaries (@) RMBARZHES

2013 2012

—E—=5F —F——
RMB RMB
AR AR
Investments in unlisted shares, at cost JEEMRMHIEE LKA 6 6
Advances to subsidiaries — non-current  [A B A 7] Z AR —IER B 155,534,959 160,405,380
155,534,965 160,405,386

[P B A B 2 BRIE AN A AR 2 IR
B YRBARRAZEFBRAER
RIE AR ZIRE - BRI EIEIR R
AR -AMBARZBRZREE L #
BT RSN R 0 A A o

Advances to subsidiaries represent equity funding provided
by the Company and are measured in accordance with
the Company’s accounting policy for investments in
subsidiaries. It is unsecured and non-interest bearing. The
change of carry amount of advances to subsidiaries arose
from foreign exchange differences.
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o.

INTEREST IN SUBSIDIARIES - COMPANY

(CONTINUED)

(a)

Interest in subsidiaries (Continued)

Notes to the Consolidated Financial Statements

For the year ended 31 December 2013 #HZE—Z—

(%)
R E ARz g (F)

(a)

The details of the Company’s principal subsidiaries at 31
December 2013, all of which are unlisted, are as follow:

AT RRMEE

=FT-A=t—HILFE

9. RINBLAAMNER AL F

RZEB-—=F+_"H=+—H £ARAH
TEMBAR (2EHARLEM) ZFEN

T
Particulars of
Place of incorporation and Principal activities and issued and fully

Name type of legal entity place of operations paid share capital Interest held

4 MR IGHR EERRER TEERREENY BRIRARRARE A R
2013 2012
—B-=F “E-——F
Yongsheng Advanced Materials Limited liability company incorporated  Investment holding company USS1 100% 100%
(BVI) Limited in The British Virgin Island in Hong Kong (Directly held) (Directly held)
XEFHH (BVI) BIRAR REBRLHSHMALNERAR REBRERERR E 100% 100%
§=%:3:2-)) (E%HA)
Yongsheng Advanced Materials Limited liability company incorporated ~ Investment holding company USS$1 100% 100%
(HK) Limited in Hong Kong in Hong Kong (Indirectly held) (Indlrectly held)
KEFHHE (BE)BRAR REBEMAKLNERAR REBREREER IES 100% 100%
(HEsE) (H#RH)
Yongsheng Trading (HK) Limited liability company incorporated ~ Trading of textile raw materials and US8500,000 100% 100%
in Hong Kong products in Hong Kong (Indirectly held) (Indirectly held)
*EE S (BB REBFMRIHBERAA REAREHERMERERES  500000%7T 100% 100%
(HEsE) (REHA)
Yongsheng Dyeing Limited liability company incorporated ~ Provision of dyeing services RMB138,000,000 100% 100%
in Mainland China in Mainland China (Indirectly held) (Indirectly held)
KERE R EREE MR IO ERAR RPEAEH S RELERT AR 138,000,000 100% 100%
(HEHA) (H%RA)
Hangzhou Yongsheng Trading Limited liability company incorporated ~ Trading of textile raw materials and RMB11,000,000 100% 100%
in Mainland China products in Mainland China (Indirectly held) (Indlrectly held)
nMkEES R EARRE MR ERAR REEREEEGB R R AR11,000,0007 100% 100%
Emg5 (HEsE) (HERH)
Yongsheng Chemical Fiber Limited liability company incorporated ~ Developing and manufacturing of RMB40,000,000 70% 70%
in Mainland China polyester flament yarns (Indirectly held) (Indirectly held)

in Mainland China
KBS R ERRE M LB RAR RAEAEEZHER AR 40,000,007 0% 70%
HERaRA (HEsE) (HERH)
Nantong Yongsheng Limited liability company incorporated ~ Developing and manufacturing of RMB30,000,000 90% 90%
in Mainland China polyester flament yarns (Indirectly held) (Indirectly held)
in Mainland China

(3031 R ERRE M LB RAR RAEAEEZHER AR 30,000,007 90% 90%
HERaRA (HE&sE) (HERH)
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

9. INTEREST IN SUBSIDIARIES - COMPANY
(CONTINUED)

(b) Material non-controlling interests

The total non-controlling interest as at 31 December
2013 is RMB24,634,000, of which RMB22,393,000 is for
Yongsheng Chemical Fiber and RMB2,241,000 is attributed
to Nantong Yongsheng. Set out below are the summarised
financial information for each subsidiary that has non-
controlling interests.

Summarised balance sheet:

9. RINBLAAMNER AL F

(%)

(b)

BERFERER

R-ZE—=F+_A=+—HzF=ER
TS R B AR #24,634,0007T 0 E AR
AR #22,393,0007T J5 /8 1 7k B 1k 4 &
AR #2 241,0007T T 55 B 1A FE 3B K B ©
AT S5 56 JE iR i e 2 & I8 A A
ZIHIEERBE -

EERERBE:

Yongsheng Chemical Fiber Nantong Yongsheng
KBS RIE KRR
2013 2012 2013 2012
—E-=F - —E-=F &
RMB’000 RMB'000 RMB’000 RMB’000
ARETRT ARETT AR¥®TR ARETR
Current Vi)
Assets BE 82,318 43858 84,680 29,000
Liabilties Bfa (42,541) (16,561) (112,530) (66,015)
Total current net assets/(liabilties) mBEE/ (BE)FELE 39,777 27,297 (27,850) (37,015)
Non-current ERE
Assets LE 37,240 39,457 53,454 57,428
Liabilities afE (2,373) (18,569) (3,188) (3,639)
Total non-current net assets FRBEEFELER 34,867 20,888 50,266 53,790
Net assets AEZE 74,644 48,185 22,416 16,775
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

INTEREST IN SUBSIDIARIES - COMPANY 9. RAMEBARINEZR — A2 H

(CONTINUED) (#&)
(b) Material non-controlling interests (b) EXFEEZERER (&)
(Continued)
Summarised income statement: Wi REE:
Yongsheng Chemical Fiber Nantong Yongsheng
e & Ak
2013 2012 2013 2012
—B-Zf —TC “B-=f -—T——&

RMB’000 RMB'000 RMB’000 RMB'000
AR®TR ARETR AR®TR ARET:

Revenue g 241,517 199,721 94,615 177,033
Profit/{loss) before income tax BRHAER (BB) 36,405 19,761 7,573 (3,493)
Income tax (expense)/income Fris® (B /A (9,947) (2,168) (1,932) 822
Post-tax profit/(loss) from continuing REFEEK L

operations BRBEEF (B8) 26,458 17,593 5,641 (2,671)
Total comprehensive income mekmes 26,458 17,593 5,641 (2,671)

Total comprehensive income allocated to B E R 5l 2
Non-Controlling Interests Gelhmes 7,937 5,278 564 0
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

9. INTEREST IN SUBSIDIARIES - COMPANY 9. RME A RIMNELRE — & Q A

(CONTINUED) (48)
(b) Material non-controlling interests (b) EXFEEZERER (&)
(Continued)
Summarised cash flows: ReREHE:
Yongsheng Chemical Fiber Nantong Yongsheng
e & Ak
2013 2012 2013 2012

—B-=F —E——F —B-=f —T-—F
RMB’000 RMB’000 RMB’000 RMB'000
ARETRT ARETT AR¥®TR ARETR

Cash generated from/(used in) operations &4 Fi18/ (FifH) R4 50,954 12,683 (14,418) 16,880
Interest paid BEAFE (1,138) (2,255) (3,725) (5,714)
Income tax paid BERAMEHR (3,208) (123) - -
Net cash generated from/(used in) KEEHHRE/

operating activities (FR)R&FE 46,608 10,305 (18,143) 11,166
Net cash (used in)/generated from BEES (FTA)/

investing activities FBREFE (46,326) (1,045) (4,361) 4,157
Net cash (used in)/generated from BEEE (FTR),/

financing activities FBREFE (1,000) (8,000) 50,288 (18,447)
Net (decrease)/increase in cash and BeRkBLZEY

cash equivalents ORD) /EmFR (718) 1,260 27,784 (3,124)
Cash and cash equivalents at FOZHRE IR EEY

beginning of year 2,417 1,154 2,588 5712
Exchange (losses)/gains on cash and RekBeZENEE

cash equivalents (B518) /W (151) 3 4 -
Cash and cash equivalents atend of year FRZBE LR EEEY 1,548 2,417 30,368 2,588
The information above is the amount before inter-company FalZER AR AR EIKIENZ &
eliminations. o
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Notes to the Consolidated Financial Statements

AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

10. DEFERRED INCOME TAX - GROUP

Deferred income tax assets and liabilities are offset when there is
a legally enforceable right to offset and when the deferred income
taxes relate to the same fiscal authority. The net deferred income

tax balances after offsetting are as follows:

10. MEILE /8B — AL

WIEEF SR AR RAEA A ETHRTRAE
WRIE  REEE AR R R — R
B - B AT 3 - BJE 5 KBS A 1B B S 0B 4
o

2013 2012
—E—=F —EF——4F
RMB’000 RMB’000
ARET AREFIT

Deferred income tax assets: RIEFTBSIHEE -
— to be recovered after more than 12 months  — 1§ 7 + —{& A & U@ 3,283 3,223
— to be recovered within 12 months — ¥R+ =@ A Rk E 5,290 7,571
8,573 10,794

The gross movements in the deferred income tax account are as

follows:

2013 2012

—E—= —F——4F

RMB’000 RMB’000

AR® TR ARF T

Beginning of the year F7) 10,794 11,030
Debited to the consolidated statement of FFAE PR E W Em K

comprehensive income (Note 30) (Bt 3£30) (2,221) (236)

End of the year FR 8,573 10,794
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AU B IRRMEE

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

10. DEFERRED INCOME TAX - GROUP

(CONTINUED)

Movements in deferred income tax assets and liabilities, without

taking into consideration the offsetting of balance within the same

tax jurisdiction, are as follows:

10. BEFREH -AKE (F)

BEMEHEERBBERZHNT (KA RE
HHE — WG RDERE R AR AEER)

The movements in deferred tax assets: BETIREE 228 :
Provision Provision for Changes in
for write- impairment Pre- fair values of
down of Deferred of  operating financial
inventories income Accruals receivables  expenses assets  Taxlosses Total
FEHME 4 SREE
BE  BERA  EHFE  HERE SEHEX AYESE  HEEER -
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETR ARETR ARETR ARETR
At 1 January 2012 W=-Z--%#-Hf-H 1,445 2,386 2,550 1,386 180 141 2,942 11,030
Recognised in the consolidated ERG GG e RERNER
statement of comprehensive income 21 938 (727) 84) (141) (108) 1,026 930
At 31 December 2012 WZE-ZF+ZA=+-H 1,466 3,374 1,823 1,302 39 38 3,968 12,010
Recognised in the consolidated BREHRE KERNER
statement of comprehensive income 33 9 621 36 (89 (38) (2,268) (1,564)
At 31 December 2013 RZE-—=F+ZA=1-H 1,499 3,465 2,444 1,338 - - 1,700 10,446

Deferred income tax assets are recognised for tax losses carried

forward to the extent that the realisation of the related tax benefit
through the future taxable profit is probable. The Group did not
recognise cumulative deferred tax assets of RMB1,316,000 (2012:
RMB1,316,000) in respect of losses amounted to RMB5,264,000
(2012: RMB5,264,000) that can be carried forward against future

taxable income as at 31 December 2013.

B 0] B2 5 1B R 2R FE AR B s A1 43R AR B B A%
Flamb BlenitE s BB EEREERR
BHEE-R-_Z—=Ft+-A=t+—0 =K
S E I L A A R R E R UA 2 B
BARMS264,000C (=2 —ZF: AR
5,264,000 R R ELEREBBEEARE
1,316,0007T (=& — — 4 : A R#1,316,000
JT) °
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

10. DEFERRED INCOME TAX - GROUP 10. IBIEFAIEH —4AEH (&)
(CONTINUED)
The movements in deferred tax liabilities are as follows: BERIBEEZEESHMT

Unrealized Unrealized

investment interest  Withholding
income income tax Total
RER RER
REBA FEBA S #ct

RMB'000 RMB'000 RMB'000 RMB'000
ARRTT  ARETR ARETE ARET:R

At 1 January 2012 R-—ZE——%—F—H - - - -
Recognised in the consolidated statement of EREREZENERARER
comprehensive income (1,216) - - (1,216)
At 31 December 2012 R-E——#+-A=+-A (1,216) - - (1,216)
Recognised in the consolidated statement of EREHHRERER MR
comprehensive income 1,216 (700) (1,173 (657)
At 31 December 2013 R-Z—=#+-A=+-H - (700) (1,179) (1,873)
11. INVENTORIES - GROUP 1. FE-FXE£H
2013 2012
—E-=5F —E——F
RMB’000 RMB’000
AR¥F T AR®TT
Finished goods SURK 104,361 142,232
Raw materials R 11,752 12,507
Work in progress TR 3,044 2,040
Less: provision i B (5,995) (5,862)
113,162 150,917
For the year ended 31 December 2013, the cost of inventories HE_ZT—=%+_A=+—HI=EE"
recognised as cost of sales amounted to approximately ERBEHEHEKRKAZFEXREALNAEAR
RMB1,633,160,000 (2012: RMB2,097,283,000). #1,633,160,000c (Z T —=—F: AR ¥

2,097,283,0007T ) °
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Notes to the Consolidated Financial Statements
BTSRRI

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

11. INVENTORIES - GROUP (CONTINUED)

For the year ended 31 December 2013, the Group has recognised
losses of approximately RMB133,000, for the write-down of
inventories to their net realisable value. For the year ended 31
December 2012, the Group realised provision for inventory write-
down of approximately RMB1,122,000. These amounts have
been included in the cost of sales in the consolidated statement of
comprehensive income (Note 26).

12. TRADE AND BILLS RECEIVABLES -
GROUP

M. FE-FXKE (&)

HE-_ZEZ—=%+-A=+—BItEE &
SEERGEEMREE A FR FERRER
P AR®133,000 BE_ZT—Z=_F+=A
=+—HIFE ANEEMER 2T E MR
BH B ARE1,122,0007T - {HE S BE R A HF
e Wm R INIEHEA (MiFE26) ©

12%%@%%E&EW%E—$$
E:;ﬁ‘

2013 2012

—E—=5F —EF——4F

RMB’000 RMB’000

ARET ARET T

Trade receivables B 5 W FIE 94,006 207,746
Bills receivable e & 37,207 42,522
131,213 250,268

Less: Provision for impairment OB (5,108) (5,116)
Trade receivables — net 2 5 WK F 5 126,105 245,152
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Notes to the Consolidated Financial Statements

BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

12. TRADE AND BILLS RECEIVABLES -
GROUP (CONTINUED)

The Group’s sales are normally made on credit terms of 30-90

12. EZRURERBRREE XK

= (%)

REBEE — KRN F0290H 2 EEHETH

days. Ageing analysis of trade receivables based on invoice date

was as follows:

E-BEZREFERERA B ZREK D40

T

2013 2012
—E—=5F —EF——4F
RMB’000 RMB’000
ARMT T ARBTT

Trade receivables: B 5 WA -
Less than 3 months LR=1EA 71,694 191,028
3 months to 6 months =@A=<EA 10,546 4,034
6 months to 1 year NEAAE—F 5,451 7,640
1 year to 2 years —FEWF 1,384 1,196
2 years to 3 years MEE=4F 1,128 1,085
More than 3 years BE=F 3,803 2,763
94,006 207,746

Ageing analysis of past due but not impaired trade receivables was

as follows:

B B HE KRB E /) B 5 18 WK IR Bk ik 2 7 10

B

2013 2012
—E—= —E——%F
RMB’000 RMB’000
AR®T R ARET T

Trade receivables: & 5 WS IE
3 months to 6 months =@A=EA 10,546 4,034
6 months to 1 year NEAE—F 5,451 7,438
1 year to 2 years —FEMF 1,207 131
17,204 11,603

As at 31 December 2013, based on the past experiences and
review of the operating situation with the customers, the directors

R-EBE—=F+-"A=+—H BEAELR

BERANETFNLER

0

are of the view that past due trade receivables, amounting to
approximately RMB17,204,000 (2012: RMB11,603,000) were not
impaired, as there has not been a significant change in their credit
quality and the balances are considered fully recoverable.

BARE17,204,0000c (ZE——F: ARK
11,603,0007T ) K B ZI HA & 5 F& W3R IE 18 KR
B RAAKSENEEEEWES AL W
BEREA28KREZEEE-
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZE—_ZT—=F+_A=+—HILFE

12. TRADE AND BILLS RECEIVABLES - 12. ES5RUREREBREE K&
GROUP (CONTINUED) = (%)

The ageing of bills receivables is within 180 days, which is within
the credit term.

The carrying amounts of the Group’s trade and bills receivables
were denominated in the following currencies:

EWEE R BRI R180R N - BEEM A -

AEBEEZEEFIEREREENREEIAT
SR EHE

2013 2012
—E-= —T—=F
RMB’000 RMB’000
AR®T AREF T
Trade and bills receivables are B S WA R R R T
denominated in: RS ESEHE
RMB AR 101,372 202,601
Us$ EIT 29,706 46,677
EUR BL T 135 981
HKS BIT - 9
131,213 250,268
Movement of the provision for impairment of trade receivables is as B RWHIBRERESSHAT
follows:
2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T ARBTT
At beginning of year F9 (5,116) (5,813)
Provision for trade receivables E 5 WA RS (225) (223)
Write-off of receivables as uncollectible 3 55 FE U SR I8 7% 1 AT U [E] SR8 233 920
At end of year FIR (5,108) (5,116)
Provision for impairment of trade receivables is charged to B RIGRIEREREE NG HEGERmKH

administrative expenses in the consolidated statement of
comprehensive income (Note 26). 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 balance sheet date
is the carrying value of the trade receivables.

TR R B (Fif5E26) - MEHERR B hHIEk
B2 R — AR TEH T RE UL M FE /MR & A A 85 o

it

REERNRAEERRSE S EEFIERN R
[ {8 °
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

13. PREPAYMENTS, DEPOSITS AND OTHER 13. AfRIE - RERHEMBEWRTRIE -

RECEIVABLES - GROUP AND COMPANY AEERAAR T
(a) Group (@) &~%KH
2013 2012
—E—= —F——4F
Note RMB’000 RMB’000
[ihiE=s AR® T AREF T
Prepayment to suppliers M4 FE P S
TR I 13,609 19,877
Deposits and other receivables & K EAth fE W R IE a 3,179 34,081
Interest receivables JEUF B 2,841 7,098
Prepaid expenses NG 766 2,488
20,395 63,544
Less: provision for impairment T OB b (337) (199)
Prepayments, deposits and FERRIE - He Rk
other receivables — net H b U R IEHRE 20,058 63,349
(@)  Deposits and other receivables comprised: () EEREMEKKBBRLE:
2013 2012
—E—=5F —E——4F
Note RMB’000 RMB’000
{hg=a AR¥T T AREF T
Loan receivable FEWE 3K () - 20,819
Consideration receivable FEWRAB (ii) - 8,440
Other deposits and receivables Efhize K IEKGRIA 3,179 4,822
3,179 34,081
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Notes to the Consolidated Financial Statements

AU B IRRMEE

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

13. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES - GROUP AND COMPANY

(CONTINUED)
(@) Group (Continued)

(@  (Continued)

13. FANRIE BERE M EWRIE -
REERAQTF (&)

(@) #&%E (&)

(a)

(&)

(i)

(i)

This represented a loan extended to a third
party company, which is also a customer of the
Group amounting to RMB20,819,000. Such
loan is unsecured, non-interest bearing and due
within three months from the date of the loan.
As at 31 December 2013, such loan was fully
settled by the third party.

This represented consideration receivable
by Yongsheng Trading (HK) in respect of the
disposal of an associate of Yongsheng Trading
(HK) prior to the acquisition of Yongsheng
Trading (HK) by the Group. As at 31 December
2018, such receivable was fully settled.

Movement of the provision for impairment of other
receivables is as follows:

() WHEER—BALEERP
ME=ZFRABEEHABA
R #20,819,000tHI E &K
HEABERAERRE T8
BEBEZE L AR =
AREE-BHE-T—=
+-A=1+—HB HBER
THRE=ZABELS-

(i) HEEASEHKBXKEZ
S (BB)A XBRE S (B
BIREE—BXBRES (F
75 ) K B 48 A 7 M FE AR A AR
B-B=z=-Z—=%+=-A
=+—HB - HEEKRKEAET
TS -

(o) HMEUFBEREREZIIOT

2013 2012

—E—= —E——F

RMB’000 RMB’000

AR®T ARBTT

At beginning of year F4 (195) (898)

Provision for other receivables H b e R IR B (142) (90)
Write-off of receivables as uncollectible i1 55 FE U SR 1B A

ANA] Uk [B] R I8 - 793

At end of year FR (337) (195)
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13.

14.

Notes to the Consolidated Financial Statements

BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

PREPAYMENTS, DEPOSITS AND OTHER 13.

RECEIVABLES - GROUP AND COMPANY
(CONTINUED)

(@) Group (Continued)
(o)  (Continued)

Impairment provision for other receivables is charged
to administrative expenses in the consolidated
statement of comprehensive income (Note 26).
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 balance sheet date is the carrying value of

ANRE  REREARYRIE -

REERAQTF (&)

(@) #&%E (&)

) (#&)

HAth f& W HRR BB B E R A PR
BRERNITERA PR (T
26) REERBE PR SE—
AR T8 B T A U [ 28 51 3R 2 B
3H °

REEBNRAGEERBRAEMN
IR R E M EA R SGRIANRE

prepayments, deposits and other receivables. B
(b) Company (b) &2QF
2013 2012
—E—= —E——%F
RMB’000 RMB’000
AR®BT T ARETT
Prepaid expenses AR 114 251
OTHER FINANCIAL ASSET - GROUP 14 HttERMEE-F&H
2013 2012
—E—= —F——4F
RMB’000 RMB’000
AR® TR ARBTF T
Wealth management products 2B o - 191,068

Other financial asset represented wealth management products
held at banks in the PRC with fixed interest rate ranging from
3.57% to 4.80% and fixed maturity within 12 months. Such
financial asset had been pledged to secure the Group’s bank
borrowings as at 31 December 2012 and fully disposed of by 31
December 2013.

H fth & g & EF5 B A 7 R B 89 R 17 1% B & I R
3.57%%4.80% [E & F 128 A WEr A B
BYER ZSoREECRBEREARERAR
—E——F+=-A=1+—HBNRITERNIKR
MR E—=+_-_A=+—HBHaZ&HL
£ o
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

15. FINANCIAL ASSETS AT FAIR VALUE 15. B AT EF A BN EMEE -
THROUGH PROFIT OR LOSS - GROUP rE
2013 2012
—E—= —E——%F
RMB’000 RMB’000
ARBT T ARET T
Listed in the PRC: PR £
— Funds —E& 757 645
Financial assets at fair value through profit or loss represented BEAFEFAERNEREEREEERSF %
trading security. The fair values of this security is based on their BHEOATFEBBENGRETS LAWK HE A
closing bid prices in an active market. Changes in fair value of the BB -RATEFABZNEREENAT
financial assets at fair value through profit or loss are recorded in BEEFHTA [Halzs (BE) FEIER
‘other gains/(losses), net’ (Note 25). (F5E25) °
16. RESTRICTED CASH - GROUP 16. ZRFNBE-—XEE
Restricted cash were denominated in the following currencies: ZRHIREIA T EEES
2013 2012
—E—=F —E——F
RMB’000 RMB’000
AR¥T T ARBT T
RMB AR 114,859 80,823
us$ E7T 3,528 21,262
AUD BT - 30,344
118,387 132,429
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16.

17.

Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

RESTRICTED CASH - GROUP 16. SREIBEE—XEH (&)
(CONTINUED)
Restricted cash refers to deposits pledged for letter of credits, bank SRHIRSEREAZ RIOTERAREMERE
borrowings and bills payables as collaterals: ERAERmOTR:
2013 2012
=E-=F —T——fF
RMB’000 RMB’000
AR¥T T ARMEF T
Letter of credits ERAZE 20,684 55,819
Bank borrowings (Note 23) R171E 3R (F15E23) 97,703 75,855
Bills payables B ER - 755
118,387 132,429

As at 31 December 2013, the weighted average interest rate on
restricted cash was 2.40%, (2012: 2.83%). These deposits had an
average maturity of approximately 277 days (2012: 94 days).

CASH AND CASH EQUIVALENTS -
GROUP AND COMPANY

Cash and cash equivalents represent cash in hand and demand
deposits.

Cash and cash equivalents were denominated in the following
currencies:

RZE—=H5+_A=+—8 ZRHE
SHMEFHFE 52.40% (Z T — —F:
2.83%) cZEGFHRHFHEHA L2778 (=

T—_%:94R) -

11@@&&@%@%—¢%E&¢

A |)

RekReSZEMETFRASREHER-

ReRBESEEMUTINERS

s
SH

Group Company
AEH N

2013 2012 2013 2012
“E2--f —"Z-——-F CZEBE-=f —Z-——F
RMB’000 RMB'000 RMB'000 RMB'000
AR®TR ARETT AR%Trn ARETR
RMB AR 132,527 36,083 80,397 =
uss$ e 26,842 19,278 - -
EUR BT - 147 - =
HK$ I 7,190 20,192 5,646 8
166,559 75,700 86,043 8
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Notes to the Consolidated Financial Statements

AU B IRRMEE

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

17. CASH AND CASH EQUIVALENTS - 17. RERBELEEY - FEBRK
GROUP AND COMPANY (CONTINUED) YNCING )
The weighted average interest rate of the demand deposits of the 7N B E HiTF R R A4 S 39 F R £0.833% (=

Group was 0.33% (2012: 0.69%).

T——%:0.69%) °

RMB is currently not a freely convertible currency in international AR BRI —ETEEBBE TS AR LRN
market. The conversion of RMB denominated balances into foreign B HBUARBEENERBINE RIKEF
currencies and the remittance of the foreign currencies out of B ) 1Nk 15 52 1) 7 (B BT A8 0 9 4B B8 SN 2
the PRC are subject to relevant rules and regulations of foreign A7 Al Fe #7451 o

exchange control promulgated by the PRC government.

18. SHARE CAPITAL AND SHARE PREMIUM - 18. RAR KRB B - FAEERERQ

GROUP AND COMPANY )
Number of
shares Ordinary shares
kil S 4=] EER
‘000 HK$'000
T T
Authorised shares: SEER :
At 31 December 2013 RZE—=F+=ZA=+—H
(ordinary shares of HK$0.01 each) (ZR20.018 T2 EBAR) 2,000,000 20,000
At 31 December 2012 RZE——F+=ZA=+—H
(ordinary shares of HK$0.01 each) (BR0.01B T2 EBR) 38,000 380
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Notes to the Consolidated Financial Statements

AT RRMEE

For the year ended 31 December 2013 #HZE T —=F+_A=+—HILtFE

18. SHARE CAPITAL AND SHARE PREMIUM -

18. BAR RO BE -—AEERERQ

GROUP AND COMPANY (CONTINUED) 7 (#8)
Issued shares and fully paid up: ERTRAORSHEZRAK:
Number of Share Share
shares capital premium Total
ROHE R R4 &{E @5t
RMB'000 RMB’000 RMB'000
ARETT ARETT ARETT
At 1 January 2012 R-_T——%—f—H = = - -
Issue of one share upon incorporation (a) A FER A 3L 2 17 — AR AR 13 (1) 1 - - =
Issue of shares to Ever Thrive (b) A5 2% 2547 17 () 583,332 5 - 5
Issue of shares to Shun Sheng Global Limited (¢)  [a][BEXIRERE R A 7] 21T IR 416,667 3 - 3
Issue of shares to Ever Thrive (d) B % 1TRR (3 (d) 583,333 5 151,999 152,004
Issue of shares to Shun Sheng Global Limited () [ BB ERIR G R 2 A1 1T () 416,667 3 8,398 8,401
At 31 December 2012 ——®+-A=1+—H 2,000,000 16 160,397 160,413
Issue of shares to Ever Thrive (f) )15 2% 2 1T AR () 672,990 5 - 5
Capitalisation issue on 27 November 2013 (g) —=&+—A=-++H
BAILE(Q) 297,327,010 2,353 = 2,353
Issue of shares on 27 November 2013 (g) RZE—=%5+—HF=++H
BRI () 100,000,000 791 75,115 75,906
At 31 December 2013 —=%+-f=+—H 400,000,000 3,165 235,512 238,677
(@  Upon the incorporation of the Company, one share was allotted @  AREFMEE AR A AR E ARed

and issued at par to Reid Services Limited, the subscriber of
the Company, who subsequently transferred such share to Ever
Thrive, a company incorporated in the British Virgin Island and
owned and controlled by Mr. Li Cheng on the same date, at
consideration of HK$0.01.

On 19 April 2012, 583,332 shares at par value of HK$0.01 were
allotted and issued to Ever Thrive at consideration of HK$5,833
(equivalent to RMB4,700).

On 19 April 2012, 416,667 shares at par value of HK$0.01
were allotted and issued to Shun Sheng Global Limited, a
company incorporated in the British Virgin Island and owned and
controlled by other individual shareholders, at consideration of
HK$4,167 (equivalent to RMB3,400).

Services Limited3% [ {8 & B 2% & 217 — IR A%
B ERF AR EEEZRRG FERE(—
81 A B B B 2 Bt 2 1 N7 3 PR 258l 0 A 1
B REZEHIBATR)  REROIET -

RZE—ZFWMA+ B EEZAE.O1
785 7T JE id 3% &% 35 17583,3320% AL 10 - KB A
5,833/8 7T (FHE R AR¥4,7007T) °

R-ZE——FWA+IB IBEREERA
Al (—MREBRE LS M Y mEM
B AR A RIEFIMA R ) IZEE0.017 7T
FEFD 25 | 3£ 17416,667 A% 1D - R 1B A4,167
BT (FEE N ARMES,4007T) ©
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

18. SHARE CAPITAL AND SHARE PREMIUM -
GROUP AND COMPANY (CONTINUED)

©)

On 20 December 2012, 583,333 shares at par value
of HK$0.01 were allotted and issued to Ever Thrive at
consideration of approximately HK$187,462,000 (equivalent to
RMB152,004,000). The excess of the consideration over the
par value of the shares issued amounting to HK$187,456,000
(equivalent to RMB151,999,000) was credited to the share
premium. Out of the total proceed of HK$187,462,000,
approximately HK$3,880,000 (equivalent to RMB3,146,000)
was settled in 2013 and was presented as an amount due from
shareholder as at 31 December 2012.

On 20 December 2012, 416,667 shares at par value of
HK$0.01 were allotted and issued to Shun Sheng Global Limited
at consideration of approximately HK$10,361,000 (equivalent
to RMB8,401,000). The excess of the consideration over the
par value of the shares issued amounting to HK$10,357,000
(equivalent to RMB8,398,000) was credited to the share
premium.

On 31 January 2013, 672,990 shares at par value of HK$0.01
were allotted and issued to Ever Thrive at consideration of
HK$6,730 (equivalent to RMB5,400) by the Company.

Pursuant to the written resolution passed by the Company’s
board of directors and shareholders on 7 November 2013,
the authorised share capital of the Company was increased
from HK$380,000 (divided into 38,000,000 shares of HK$0.01
each) to HK$20,000,000 (divided into 2,000,000,000 shares
of HK$0.01 each) by creation of an additional 1,962,000,000
shares of HK$0.01 each.

The Company capitalised an amount of HK$2,973,270
(equivalent to RMB2,353,000) credited from share premium
account as a result of the public offering of shares of the
Company (the “Capitalisation issue”) and to appropriate such
amount as capital to pay up in full at par 297,327,010 shares for
allotment and issue to the persons whose names appear on the
register of members of the Company on 6 November 2013 in
proportion to their then existing shareholdings in the Company,
each ranking pari passu in all respects with the shares then in
issue.

18. BAR RO BE -—AEERERQ
7] (&)

(@
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R-_E——F+-_A=-+H EXRZREE
0.01/% Jr & fid 8 K& ¥ 17583,333 % f& 17
KB #187,462,0008 T (HE R AR
152,004,0007T) - REREBHTRHEAE
% H ) 217 187,456,000/ 7T (HEE R AR
#151,999,0007T) B ;B A B3 & (B8R < BT/
X TH 48 %8187,462,00078 JT F » 493,880,000
BT (HHENARKES146,000)ER -
—=FHEE RZE——F+=-A=+—H
LA—IBEIRAR R FRIB 2 5|

RZE——F+-A=-+H IERBRER
A AR A {H0.017% o & it 2% % 38 17416,667
B A7 - B 4910,361,00058 7T (FE R A
R#8,401,0007T) - R ERE TR HEE
% #2815 10,357,000/ 7 (HEE RN AR
8,398,0007T ) B sE AR i B BR ©

ARRR-_ZT—=F—F=+—BixHEE
0.017 e (M08 BX ic 3% K 251 7672,990 88 A 17 «
RAEA6,7307% T (FHE R ARKS5,4007T) ©

BREARAREEEERERR T —=F+—
RLtHBBZEMARE ARaEAER
N B 38 38 1 % FA YM ,962,000,0000% & A%
{80.017% 7T 2 B& 15 1 B380,0007% 7t (9 &
38,000,0000% FAXE{EO0.0178 7T 2 A% 15 ) 3841
220,000,000/ 7T (% £2,000,000,0008% &
& EE0.01 B TT Z & 1D) ©

/NG ARSNGB =R 2 )
R BIRERIS R 2 5K182,973,27078 7T (1%
R AR¥2,353,0005T ) TR E A ([EBAR(L3E
11))  WEERERIB D B AR AR A ERH
#/2297,327, 0100l 3 2 B A - AR =F
—=F+—ARNBRIARRREEMMZ A
TIRFEERFNARE 23R A RAEL f Al 3
KRBT M FRBERBEITZSROBES
FEEEREEITROZEREER -



Notes to the Consolidated Financial Statements

AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

18. SHARE CAPITAL AND SHARE PREMIUM -
GROUP AND COMPANY (CONTINUED)

(©)

(Continued)

On 27 November 2013, the Company completed its initial public
offering of 400,000,000 shares of HK$0.01 each at a price
of HK$1.18 per share, comprising 100,000,000 new shares
offered by the Company and 300,000,000 existing shares of
the Company offered by the shareholders of the Company.
The Company’s shares were listed on the Main Board of The
Stock Exchange of Hong Kong Limited on the same date. Total
listing proceeds, net of listing expenses of RMB15,084,000,
resulted in an increase in issued share capital of the Company by
RMB3,144,000 and share premium by RMB75,115,000.

19. OTHER RESERVES - GROUP AND

18. BAR RO BE -—AEERERQ
7] (&)

@)

(&)

R-E—=%F+—A-++tH KAFTHK
ARSI  BRETEERARES
400,000,0000% &A% E{EO.01/B L 2 X 19 B
FE R B3 E 2 100,000,000/ B &
AN A &) B 3R 2% & 2300,000,0008% A8 A 7] IR
ERG KRB AABBRNETBHAR
SHARARER LM EHATEHIBAHE
(B _EmR X AR #15,084,0007T ) EEA
N B BITIR A A1 A R #83,144,0007T & A%
3 B 1 0 A R #75,115,0007T ©

CRETETEES 1 VEND

COMPANY
(a) Group (@) &~%KH
Statutory

Others reserves Total

Hity EERE @t

Note RMB'000 RMB'000 RMB'000

it aE ARETT ARETT ARETT

At 31 December 2011 R-E——F+-_A=1+—H 44,388 6,119 50,507
Distribution to equity holders mRERE AL DK @ (134,695) = (134,695)
Acquisition of non-controlling interests WeBE S R (b) 1,796 - 1,796
Disposal of equity interest in subsidiaries 1% FAFT B 72 7] 0 i 7 © (1,587) - (1,587)
Deemed contribution by equity holders BRERBRESEALE (d) 29,190 - 29,190
Appropriation to statutory reserves NEEETERE ©) - 5,071 5,071

Waived dividend payable by FERERNERTRE

non-controlling interests () 7,953 - 7,953

Gain from acquisition Wb W2 ©) 6,950 - 6,950
At 31 December 2012 R-Z——f+=-A=+-A (46,005) 11,190 (34,815)
Currency translation differences EEBREEE (980) - (980)
Appropriation to statutory reserves ARELTERE ©) - 2,115 2,115

At 31 December 2013 R-Z-=F+-fA=+-8 (46,985) 13305 (33,680)
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Notes to the Consolidated Financial Statements
BTSRRI

For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

19. OTHER RESERVES - GROUP AND
COMPANY (CONTINUED)

(@) Group (Continued)

)

This represented cash paid to the then shareholders
of the four operating subsidiaries now comprising the
Group (namely Hangzhou Yongsheng Trading, Nantong
Yongsheng, Yongsheng Chemical Fiber and Yongsheng
Dyeing) for acquisition of the equity interests by the Group
upon Reorganisation.

In November 2012, the Group acquired a 35% equity
interest in Yongsheng Dyeing, a subsidiary, from the
non-controlling shareholder at cash consideration of
RMB21,105,000. The carrying amount of the non-
controlling interests on the date of acquisition amounted
to RMB22,901,000. The difference between the
consideration paid and the acquired non-controlling
interests, amounting to RMB1,796,000 was credited into
the other reserve. Upon the completion of the acquisition,
Yongsheng Dyeing became a wholly owned subsidiary of
the Group.

In November 2012, Yongsheng Group, the then holding
company, sold a 10% equity interests in Nantong
Yongsheng to four management team members
of Nantong Yongsheng at cash consideration of
RMB3,000,000. The carrying amount of the disposed
equity interests on the date of disposal amounted to
RMB1,587,000.

This represented the net equity movement of part of the
Listing Businesses undertook by Yongsheng Group and
Yongsheng Holdings during the period from 1 January
2010 up to the date of Reorganisation, which was treated
as deemed contribution/distribution by the equity holder
of the Group.

(%)
REHE (4)

(a)

1 52 Yongsheng Advanced Materials Company Limited ® Annual Report 2013

(@)

CRETETEES 1 VEND

L T 5 7 £ (3] 77 5 AR B LB s A T 1)
AR A B2 B R PO ] A 2 BT B 2 A
(BN kB B 5 ~ ROk B ~ K BRAE
RO BERE) R BRI MRRE -

RZB—=F+—F AEENURE
KRB AR #21,105,0007T Y BE FE 2 A%
BRI — KB A Rk B B A
35%ARHE o 52 55 FE 1 B i == I U B B
H W IR B A& A R #22,901,0007T °
B REET U EIEERE R 2 R
=78 ARE1,796,0007T 2 5T A H Ath
15 o RUREE SERk B » KRR B BA S
EnEEHBEAR-

R-ZB——F+—A ERZERA
A oK 2 5% 8 17 /A A Kk B P i 7 [
BRPX B i 6 1A e 38 K B 2 1 0% 4 -
B & K E R ARES,000,0007T © A it
ERENLEE B2 RAERARE
1,587,0007T ©

WIEER—T—ZTF A —H&254
B HIEARE - ox 2% & | Mook BR PR AP
TT28B M EMER 2 RIS FE
VATE 7R SR B IR RS B A/
DIKZTT R
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AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

19. OTHER RESERVES - GROUP AND
COMPANY (CONTINUED)

(a)

(b)

Group (Continued)

(e) As stipulated by regulations in the Mainland China and
the Articles of Association of the Company’s subsidiaries
established in the Mainland China, the subsidiaries
established in the Mainland China are required to
appropriate 10% of their PRC GAAP after-tax profit (after
offsetting prior years’ losses) to statutory surplus reserve
fund before distributing their profit. When the balance of
such reserve reaches 50% of each subsidiary’s share
capital, any further appropriation is optional. The statutory
surplus reserve fund can be utilised to offset prior years’
losses or to issue bonus shares.

(f) This represented dividend waived by the non-controlling
shareholder of Yongsheng Dyeing with respect to
dividend declared by Yongsheng Dyeing in September
2012.

(@  This represented gain from acquisition of Yongsheng
Trading (HK), a subsidiary, from Yongsheng Holdings,
the then holding company of Yongsheng Trading (HK), in

CRETETEES 1 VEND
()

(@) &%H (&)

(6) WA B 2 5B R i R B AR
SN2 ARNRKMIEBAR 2 AEEEAA
FT# e+ AR B At X 7 2 Fi 8 R &
ARDREEMAT S EREARES
ERF RN (NEHBEFEZE
BIR) Z10% B EEERBAES - i
ERRBERERSHNBRRREZ
50%- RIFIEZER B BENR RAERM
AEE A ANEHEBEFEBRRE
FTALRR

)  UEIRFEK AR R B IR AR A R Lo B R
BER-_Z-—_FNATRNKRERE
U B O BB o

(@ WHEER-FT——-F+-AaKkRE
2 (BE) B R ZEIR R R AR
BNBARKEES (B8) 2 -

December 2012.

Company (b) AT
Other reserve
H At 145
RMB’000
ARBTF T
At 31 December 2012 R-E=——#+—-_F=+—8H _
Currency translation differences MEHE=E (5,258)
At 31 December 2013 R=—E—=%+=-A=+—8 (5,258)

As at 31 December 2013, no share options are granted to
any employees, directors and other persons.

REFB—=F+_"A=+—H BEBK
HERTEMNER EFRHEMAL-
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Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

20. LOSS ATTRIBUTABLE TO OWNERS OF 20. XRAFEEAELEIE
THE COMPANY
The loss attributable to owners of the Company is dealt with AKRARHEAEABRMLEBEERARRPTEHRENE
in the financial statements of the Company to the extent of 2 EAKRKS5915000t (ZE—Z=F: AR
RMBS5,915,000 (2012: RMB351,000). #351,0007T ) A&BR °
The movement on the accumulated deficits was as follows: ERRTEBEMZEEHNT

Accumulated

deficits

ZotE 4

RMB’000

ARBTT

Balance at 1 January 2012 RZE——F—HA—HZ&#® -
Loss for the year FEEE (351)
Balance at 31 December 2012 R-E——F+_A=+—H2#&#% (351)
Loss for the year FEEE (6,919)
Balance at 31 December 2013 R-E—=F+_A=+—H2#&#&% (6,266)

21. TRADE AND BILLS PAYABLES - GROUP 21, EFENREREFEE -XE

2013 2012
—E—=F —EF——F
RMB’000 RMB’000
AR®T R ARBTT
Trade payables B 5N IE 116,829 235,065
Bills payables FERRE& - 1,165
116,829 236,230
As at 31 December 2013, bills payables represented bank RZBE—=F+"A=+—8 ' ENEEHERK
acceptance notes issued by the Group with maturity within six SEEBT2RNEAREIE 2 RITEE K
months.
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2013 #HZE T —=F+_A=+—HILtFE

21. TRADE AND BILLS PAYABLES - GROUP

22.

m.%%@ﬁ

RERENRE-A&E

(CONTINUED) (%)
Ageing analysis of trade and bills payables based on invoice date BIORNFERENERRERNERBE 2R
was as follows: BT :
2013 2012
—E-—=F —E——4F
RMB’000 RMB’000
ARET ARBTT
Less than 6 months DN E A 109,898 230,504
6 months to 1 year NERE—F 5,104 2,717
1 year to 2 years —FEMF 296 1,561
2 years to 3 years MERE=4F 285 541
More than 3 years iR =F 1,246 907
116,829 236,230
The carrying amounts of the Group’s trade and bills payables were AEEESHRNFERENERE ZRESEE N

denominated in the following currencies:

TIHEBEHE:

2013 2012
=B =% —EF——F
RMB’000 RMB’000
ARET R ARBTT
RMB AR 16,492 153,414
Us$ EIT 100,337 80,575
HK$ BT - 2,241
116,829 236,230
ACCRUALS AND OTHER CURRENT 22 BorRERHMRBEE XK
LIABILITIES - GROUP AND COMPANY S E YN
Group Company
iS4 NN
2013 2012 2013 2012
—E-=f —E-——F —EB-=fF —T—_fF
RMB’000 RMB'000 RMB’000 RMB’'000
ARETRT ARETT AR¥®TR ARETR
Accruals JEST A 8,860 1,452 5,924 =
Accrued payroll EATIE 6,001 2,965 86 -
Value-added and other taxes payable (T ER R E TR 5,838 3,887 - -
Pension and other social welfare payables BT RRE R E 2 EF 5,033 4,952 - -
Payables for purchase of property; BEMF BEREENENR
plant and equipment 674 853 - -
Deposits i 244 5,554 - -
Others Hity 628 1,625 - -
27,278 21,288 6,010 -

KBEFHRAERAT ¢ 2035% 1DD



Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

23. BORROWINGS - GROUP

23. fER—AKEH

2013 2012
= —F——F
RMB’000 RMB’000
ARET ARETIT
Non-current JFEH
Non-current portion of long-term JEE AR HRITIER 2 ZH
bank borrowings 25,000 47,000
Current B
Current portion of long-term bank g HRARITERZIHH
borrowings 46,000 -
Short-term bank borrowings 5 HASRITIE 3R 150,571 380,065
196,571 380,065
Total borrowings fE R4 221,571 427,065
Representing: =t
Unsecured AR 41,395 8,171
Pledged (i) 2 E () 180,176 343,405
Guaranteed (ii) B R - 75,489
221,571 427,065
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As at 31 December 2013, bank borrowings of RMB86,471,000
were pledged by restricted bank deposits of RMB91,273,000,
bank borrowings of RMB5,705,000 were pledged by restricted
cash and bills receivable of RMB6,430,000 and RMB200,000
respectively and bank borrowings of RMB88,000,000 were
pledged by buildings with net book value of RMB43,903,000
(Note 7) and land use rights with net book value of
RMB27,137,000 (Note 6).

As at 31 December 2012, bank borrowings of RMB72,244,000
were pledged by restricted bank deposits of RMB75,855,000,
bank borrowings of RMB189,161,000 were pledged by other
financial asset of RMB191,068,000 and bank borrowings of
RMB82,000,000 were pledged by buildings with net book value
of RMB48,550,000 and land use rights with net book value of
RMB27,828,000.

R-ZZE—=F+=-A=+—H8 AR
¥ 86,471,000 MR 1T A A R
91,273,0007T &) 5 PR Il $R 17 17 s AE K #7 -
i A R #5,705,0007T 8 $8 17 {5 FX Bl LA 5 B
& AR %6,430,0007T & A R #200,0007T #)
ZRFIRE RERZEERIFUARARE
88,000,0007T KI#R1T i FRA BRI /FE A R
43,903,0007T M IEF (M 5E7) R EREFE A
AR #27,137,0007T & 1 i {5 FA # (M9 7E6)
YEH IR o

RZE—=—F+=-_A=+—"H8 AR
#72,244, 000t R ITIE R AAR K
75,855,0007T H 5 BR Il $R 17 17 3R (B 3K 48 -
AR #189,161,0007T KR 1T 18 A A R #&
191,068,000 T 1y E-fth & B & E (EIK IR > WA
R #:82,000,0007T I SR 17 f& X Bl A BR /B
AR #48,550,0007t HIEF R EEAFEAR
#&27,828,0007T HY 1= b {57 F #E {E 4 7 o
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AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

23. BORROWINGS - GROUP (CONTINUED)

(i) As at 31 December 2012, all bank borrowings were guaranteed
by related parties. All these guarantees have been released prior
to the Listing of the Company’s shares on the Main Board of The
Stock Exchange of Hong Kong Limited.

Analysis of the carrying amounts of the Group’s borrowings by type
and currency was as follows:

23. fER—AKE (&)

i) R-ZZ—=—F+-_B=+—8" FARTE
RABEATERER FTEZSHRRD
RARZRORBBHAERHBR AR E
IR _ETH 2 Al B ERRBR o

AEBEREEERBEREENOMMAT

2013 2012

—E—=F —E——4F

RMB’000 RMB’000

ARET ARMEF T

At fixed rates in RMB BREEMERFTERAARKHE 47,000 105,432
At fixed rates in US$ BEEFERFERAETE - 110,079
At floating rates in RMB REBAERGTERAARBE 76,000 42,000
At floating rates in US$ BZEF R B RAETE 98,571 149,150
At floating rates in EUR BEBAERGTE R AR T & - 20,404
221,571 427,065

The weighted average interest rates per annum were as follows:

R ERRMT -

2013 2012

—E—=5F —F——
RMB AR 6.62% 6.35%
us$ e 3.79% 4.68%
EUR BT 2.43% 2.86%
HK$ BT - 1.30%

The maturity of borrowings were as follows: BREEHBNAT :

2013 2012
—EB—=F —E——F
RMB’000 RMB’000
ARET ARBTT
Within 1 year —E R 196,571 380,065
1 year to 2 years —FEMF 25,000 47,000
221,571 427,065

KBFHRERAT ¢ 2035% 1D/



Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

23. BORROWINGS - GROUP (CONTINUED) 23. ER—AKE (&)

The fair values of current bank borrowings equal their carrying R ARIR BB B HRITERO A TE
amounts as the discounting impact is not significant. The carrying EERERTE - FEHFETERNERERER
amounts and fair values of the non-current bank borrowings are as NEEWT
follows:
2013 2012
—E—= —E——F
RMB’000 RMB’000
AR® T AR®FT
Carrying amounts BREE 25,000 47,000
Fair values NSO 25,074 47,169
The fair values of bank borrowings are based on cash flows RITEROAFLENRERSEERAKASF
discounted using the annual interest rate published by the People’s ARBITRAMBREPRITE RFEF RAIRHIE
Bank of China for long-term bank loans prevailing at each balance CMEFE -
sheet date.
24. OTHER NON-CURRENT LIABILITIES - 24. HHFERBERE-FEKEE
GROUP
Other non-current liabilities referred to government grants were as HM3Emne B BEHREBATEBIAT
follows:
2013 2012
—EB—=fF —E——F
RMB’000 RMB’000
AR¥T T ARBT T
Government grants BT & B 13,939 13,652
Less: current portion 8 & B E D (807) (682)
13,132 12,970
The movement on the government grants was as follows: BT EBE BT :
2013 2012
—E—=F —E——F
RMB’000 RMB’000
ARB T ARBT T
Beginning balance of the year F 13,652 9,797
Grant received during the year FREXEY 1,000 4,500
Amortised as income (Note 25) BE AU (FIzE25) (713) (645)
Ending balance of the year FIRAERR 13,939 13,652
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AT RRMEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

OTHER NON-CURRENT LIABILITIES - 24. HibFERBERE-—FEE (F)

GROUP (CONTINUED)

Government grants were provided to the Group to support its
purchase of land use rights and intangible asset in Hangzhou and
the plant expansion in Nantong. In Hangzhou, the amounts were
deferred to match with amortisation of related land use rights
and intangible asset over an expected useful life of from 48 to 50
years and 8 years respectively. For Nantong’s plant expansion,
the amount was deferred to match with depreciation of the related
equipments over the expected useful lives of 10 years.

BT & B8 ST B AR S B R A M B8 B 4 #h {5 R 4
MEMEERTHEBEERENBRTER- £
N SEDETEAR AR B FERFHS
Rl AN T48F E=504F K8 HifM B S5 /E M L ith
FAEREFEAE REZEEAREMS €
B IRE AR & R IR A #9110 F HA R 3T
ElRMEE-

OTHER GAINS/(LOSSES), NET 25. Eﬂﬂﬂ&é/ (E518) F5
2013 2012
—EB—=F —T——F
RMB’000 RMB’000
ARMT T AREF T
Subsidy income (a) i RE A () 2,846 1,262
Rental income B A 1,429 458
Foreign exchange gains/(losses) (Note 31) SNEURES  (BE) (H5E31) 1,207 (5,118)
Reimbursement for transportation B ) [ 1B ()
expense (b) 953 1,266
Government grant (Note 24) BRITEB) (Hi5E24) 713 645
Commission income HedA 582 =
Gains/(losses) on disposal of property, HEME  BEREENREE
plant and equipment, net (Note 33(a)) (/1) 5% (MI5E33@)) 174 ©)

Fair value gains/(losses) on financial assets XA FEABZNEHEERN

at fair value through profit or loss (Note 15)  AF Bz~ (E518)

(PFE15) 112 (15)

Waiver of deposits by customers on EEEUHHENRRIES

cancelled sales - 785
Interest income from deposits placed RAEE R A FET ABRD

at brokers’ account in respect of CREEMTHRRELE,R

the Group’s financial assets at fair FRA B A

value through profit or loss - 1,702
Losses on disposal of financial assets HEEATFEFABEN

at fair value through profit or loss TREEREE (382) (3,711)
Depreciation and amortization e MY (437) (437)
Others HAh 223 48
Other gains/(losses), net Hanas/ (FBE)FHE 7,420 (3,118)

(@) Subsidy income primarily represents tax refund by local Taxation
Bureau to encourage the Group’s business growth and other
subsidies granted by the Bureau of Finance in Hangzhou and
Nantong, the PRC.

(b) This represents reimbursement of transportation expense by
the Bureau of Finance in Hangzhou, the PRC, in respect of the
Group’s purchases of cotton from Xinjiang Uygur Autonomous
Region, the PRC.

(@)  FEELUIAE BRI TS R A = B TS
RRART N R BN N B BB R
H A fHas -

b)  UEEEF RN R ERASE BB
HEBBREBEREM R ER M

i
g o
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BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

26. EMEDEHRX

FFAHERA EER HERAXRITBRAX

26. EXPENSES BY NATURE

Expenses included in cost of sales, sales tax, selling expenses and

administrative expenses were analysed as follows: ZAZSWMAT
2013 2012
—E—= —F——4F
RMB’000 RMB’000
AR T AREF T
Changes in inventories of finished MR ERRBZIFEES)
goods and work in progress 36,867 96,462
Raw materials consumed and FTHRERR R M L K R VB # i
consumable used 1,545,711 1,949,057
Utilities charges UNEESI0E- 21,305 21,810
Transportation cost BEIRK A 13,052 21,956
Employee benefit expenses, including EERIFAZ (BEESHE)
directors’ emoluments (Note 27828) (MfsE27 K228) 37,637 31,403
Depreciation and amortisation (Note 68788)  #7& K # 4 (i 7£6 %74 &8) 12,885 13,167
Stamp duty, property tax and ENFERL ~ WD 256 K E b Bfg an e &
other surcharges 7,326 6,394
Travelling and entertainment 2= B % FE B 3,093 2,484
Bank Charges RITIE 1,780 1,393
Provision for impairment of FEW R IE R E R (MI5E12%13)
receivables (Note 12&13) 367 33
Office rental EYNEYIEE 1,359 724
Professional service expenses BERBHX 473 447
Listing expenses EWRAX 10,251 2,647
Auditors’ remuneration 1% SR BN 1,277 122
Provision for/(Realisation of) write-down of ~ fZ &R B #,~ (&17)
inventories (Note 11) (FfFEE11) 133 (1,122)
Others =i 3,505 1,690
Total cost of sales, sales tax, selling HERA EXH HERAXR
expenses and administrative expenses ITERFA > 58 1,697,021 2,148,947
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B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

27. EMPLOYEE BENEFIT EXPENSES 27. EERABEX
2013 2012
—EB—=F —T——F
RMB’000 RMB’000
ARETT AREF T
Salaries, bonus and other welfares e e REMET 33,637 27,256
Defined contribution plans AERGTE 1,623 1,646
Social security insurance 2 RERE 2,377 2,501
37,637 31,403
28. DIRECTORS AND SENIOR 28. EENSHREEEMNS
MANAGEMENT’S EMOLUMENTS
(a) Directors’ emoluments (a) EEM=E
The emoluments of individual director of the Company which ARRZ BAZESME (5T ARK F27
were included in the employee benefit expense as disclosed HEMNESRAMZ)ETIAT

in Note 27 were set out below:

2013 2012
—E—=5F —E——F
RMB’000 RMB’000
AR¥ET R AREFT
Directors’ emoluments =
- Fees ik 75 -
— Salaries and allowances — % RERL 431 389
— Discretionary bonus —BIBIEA 220 30
— Social security insurance — 2 RERR 32 25
758 444

KEFEERAT ¢ 20355 101
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BTSRRI
For the year ended 31 December 2013 #HEZZT—=F+-_A=+—HILFE

28. DIRECTORS AND SENIOR 28. EERSAREEEME (&)
MANAGEMENT’S EMOLUMENTS
(CONTINUED)
(a) Directors’ emoluments (Continued) (a) EE=ME (&)
For year ended 31 December 2013 BE-_Z—=F+-A=1+t—BLFE
Social
Salaries and  Discretionary Security
Name of Director EEEE Fees  allowances bonus Insurance Total
e HeREE BERL HERERR Bit

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETRT ARETR AR%TR ARETE

Executive directors HNTES
Mr. Li Cheng ZREE 12 66 80 8 166
Mr. Zhao Jidong HER LA 12 127 80 8 227
Mr. Li Conghua TRELE 12 123 5 8 148
Mr. Ma Qingha EEE4L 12 115 55 8 190
Independent non-executive directors BUFHITES
Mr. Shiping James Wang FHHEEE 12 - - - 12
Ms. Wong Wai Ling BERTT 15 - - - 15
Mr. Duan Xiaoping /N4 - - - - -
75 431 220 2 758
For year ended 31 December 2012 BE-ZT——F+-A=1+—HLFE
Social
Salariesand  Discretionary Security
Name of Director EXaR Fees  allowances bonus Insurance Total
Hne  HekEy BEEL HeRERR G
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETr ARETE ARETn ARETR
Executive directors HNTES
Mr. Li Cheng ZREE = 66 = 4 70
M. Zhao Jidong HER LA - 127 - 7 134
Mr. Li Conghua TRELE - 100 - 7 107
Mr. Ma Qinghai SEELE - 9% 30 7 133
- 389 30 25 444
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BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

28. DIRECTORS AND SENIOR
MANAGEMENT’S EMOLUMENTS
(CONTINUED)

(b) Five highest paid individuals

For the year ended 31 December 2013, the five individuals
whose emoluments were the highest in the Group include
one (2012: two) directors, whose emoluments are reflected
in the analysis presented above. The emoluments paid to the
remaining four (2012: three) individuals were as follows.

28. EENSREEENES (F)

(b)

FfUBREHFAL

BE-_T—=F+-A=+—BL*F
E - AEBERUGERFATEE R (=
T——F WMB)EZ BEEOMEER
Exosfikm-mMESKENE (ZT—=
F =R )REFgATIHOBMES0T

2013 2012

—E—=5F —E——4F

RMB’000 RMB’000

AR®ET T AREF T

Salaries and allowances & BoERL 1,892 1,004
Discretionary bonus BB IEAT 270 30
Social security insurance HERERR 35 17
2,197 1,051

All of five highest paid individuals’ emoluments fell within the
band: RMB1- RMB1,000,000.

During the year ended 31 December 2013 and 2012, no
directors or any of the five highest paid individuals received
any emoluments from the Group as an inducement to join or
upon joining the Group or as compensation for loss of office.

FIERAUGERFALOMESN F%E
t ANR®17TE AR #1,000,0007T ©

BE_TE—=fk=ZT—Z-F+=A
=t+—HLEFE ESSAMNAMTES
AT EKREA SB[ B EAR
18 10 A AN 52 B R N AR &= B i ) SR D
SERBER R E -
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B P R P
For the year ended 31 December 2013 &&= = —

29. FINANCE COSTS, NET

=FFT_A=t+—HIFE

20, EhE A HEEE

2013 2012
—EB—=F —T——F
RMB’000 RMB’000
AR¥T T AREF T
Interest expenses on bank borrowings RITERFEMAX 20,630 38,098
Interest expenses on borrowings from AE R ERA R
related parties (Note 37(a)) (KI=E37(a)) - 3,241
Net exchange (gains)/losses on BEEBIE R (Uas),
financing activities (Note 31) E518 %58 (BIsES1) (1,013) 1,227
Total finance cost ey Nk 19,617 42,566
Interest income from cash and cash ReERBEEFEY  ZRH
equivalents, restricted cash REFREAEMEFEEZ
deposits and other financial asset F BUA (6,897) (14,505)
Interest income on loan to related parties faTEER 2 EFFEMA
(Note 37(a)) (Mt5E37(a)) - (8,321)
Total finance income BB WA KT (6,897) (22,826)
Net finance cost BLE AN HFE 12,720 19,740
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B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

30. INCOME TAX EXPENSE 30. BB

2013 2012
—E-=5F —E——F
RMB’000 RMB’000
ARET R ARETIT

Current income tax BN ERFT1S #5%
— Enterprise income tax —IHEAMEN 14,356 5,825
Deferred income tax RIEFTIS R 2,221 236
16,577 6,061

The tax on the Group’s profit before tax differs from the theoretical
amount that would arise using the effective tax rate applicable to
profits of the companies comprising the Group as follows:

5 B2 S B B B ) B B SR P B A
REETAAEHOERBEAEORREHE
BRRER - BEIWT -

2013 2012
—E—=F —EF——F
RMB’000 RMB’000
ARMT T ARMEF T
Profit before income tax B PT 1S %% A g 71 65,102 39,048
Tax calculated at domestic tax rate 28 A A R B i F A B A Fr ==
applicable to profits in PRC (25%) (25%)st E BT I8 16,276 9,762
Effect of difference between Hong Kong BBFTS = BB AT R
income tax rate and domestic tax rate EENPE 309 -
Effect of preferential corporate income EECEMBRENTE
tax rate (2,526) (4,995)
Tax losses for which no deferred income W B RIEEFT S T & ERY
tax asset was recognised MG EE - 1,243
Change of tax rates MEREH 33 (344)
Withholding tax TEFHR 1,173 -
Expenses not deductible for tax purpose DR 1,312 395
Income tax expense FriS&if X 16,577 6,061
Effective tax rate B 25% 16%

KEFHEERAT « 203585 10D
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BTSRRI T
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

30. INCOME TAX EXPENSE (CONTINUED)

(a)

(b)

(c)

(d)

Cayman Islands income tax

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under the
Company Law of Cayman Islands and, accordingly, is
exempted from payment of Cayman Islands income tax.

Hong Kong profits tax

Enterprises incorporated in Hong Kong are subject to profits
tax rates of 16.5% (2012: 16.5%).

PRC corporate income tax

Enterprises incorporated in the PRC are generally subject to
income tax rates of 25% (2012: 25%) except for enterprises
with approval for preferential rate (Note (d) below).

The income tax provision of the Group in respect of its
operations in the PRC has been calculated at the applicable
tax rate on the estimated assessable profits based on
existing legislations, interpretations and practices.

Since the deferred income tax assets and liabilities shall be
measured at the tax rates that are expected to apply to the
year when the assets is realised or the liability is settled, the
change in the applicable tax rate will affect the determination
of the carrying values of deferred tax assets and liabilities of
the Group’s subsidiaries located in the PRC.

Tax effect of reduced tax rate

Certain subsidiaries of the Group enjoyed preferential
income tax rates and have obtained approvals from the
relevant tax authorities in the PRC. Yongsheng Chemical
Fiber is entitled to a two-year exemption from income tax
followed by a 50% reduction in income tax for subsequent
three years, commencing from 2008. Yongsheng Dyeing
obtained the certificate of qualifying as “advanced
technology company” in 2012 and is subject to 15%
corporate income tax rate for three years from 2012 to
2014.

30. FrEBiR < (&)

(a)

(b)

(c)

(d)
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FRERSREHR

ARARHAEHESRERASHERBDE
AR RERR AR AR B E#
PHMRAERESREHR -

HEMEB

REBFMK L 2 EBIZFEHE
16.5% ( —FE— —4F : 16.5% ) & Fi o

HEIREREHR
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Notes to the Consolidated Financial Statements

AP BRRMEE

For the year ended 31 December 2018 #HZE—ZT—=F+-_A=+—HILFE

30. INCOME TAX EXPENSE (CONTINUED)

30. FrEBiR < (&)

(d) Tax effect of reduced tax rate (Continued) (d) BERRENRBEZE (F)
The effective corporate income tax rate for the companies ZEREFBNARNERDEMSEN
with tax preferential treatment are as follows: IR
2013 2012

—E—=F —E——F
Yongsheng Chemical Fiber KB AL 25% 12.5%
Yongsheng Dyeing KB R 15% 15%
No tax reductions and exemptions were granted to the other RRAREFBEHEMMBRRNEBEES
subsidiaries of the Company in the PRC for years ended 31 T —=FfKkZFE——-F+=ZH=+—H
December 2013 and 2012. IFEERBERTRERRL#AR -
PRC withholding income tax (e) HEFEMMEHR

(e)

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 withholding taxes
on dividends distributed by those subsidiaries established in
the PRC in respect of their earnings generated from the date
when these subsidiaries became foreign owned enterprises
in the PRC. As at 31 December 2013, deferred tax liabilities
of approximately RMB4,836,000 (2012: RMB3,720,000)
has not been recognized for withholding tax that would
be payable on the unremitted earnings of the Group’s
subsidiaries in the PRC, as the directors do not intend to
declare any dividends out of these unremitted earnings for
the subsidiaries.

R AR AR B PR IS BA - R B S &Y
SNEREMGIIMNEEES RN EAR
MI0%TEMNT - BRARER S NF—
A—BAREZ BAR-ZEZTLF+=
A=+—B&OEF - i EEGINE
EEMBNERERET BRI GRL - A7l g2
BRAREMNENRE - AREEERmME A
REERLZ SR B LM B A A B R
ERATFEEANIIEEECEZ AR
BRER Y & F AT R B /9 B B AR TE IR
R-ZTE—=%F+-_A=+—8 EIEH
HEEHAREA,836,0000T (—ZT——
£ AR #3,720,0007T ) I & 5t 4 & E
RAEBEZHE AR 2 REMEFE T
MzBENHER RERES T HEK
BB A 7] 2 7% 5 R IE B F R B R

QL
RE o
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Notes to the Consolidated Financial Statements
BTSRRI T
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

31. NET FOREIGN EXCHANGE GAINS/
(LOSSES)

The exchange differences credited/(charged) in the consolidated

31. SpEWE (BER) FHE

A (IR) A SHE S s RO E R 2B

statement of comprehensive income are included as follows: T
2013 2012
—E—= —E——F
RMB’000 RMB’000
AR®T R ARBT T
Other gains/(losses), net (Note 25) Hiblgzs / (E518) - 558
(Kt7E25) 1,207 (5,118)
Net exchange gains/(losses) on financing BEEE) 2 IMEUW S, (EE)
activities (Note 29) 58 (MIEE29) 1,013 (1,227)
2,220 (6,345)
32. EARNINGS PER SHARE 32. BREF
(a) Basic (a) EX

(b)

Basic earnings per share for the years ended 31 December
2013 and 2012 is calculated by dividing the profit
attributable to the owners of the Company by the weighted
average number of ordinary shares in issue. In determining
the weighted average number of ordinary shares in issue
during the years ended 31 December 2013 and 2012,
the 297,327,010 shares issued and allotted through
capitalisation of the share premium account of the Company
upon Listing on 27 November 2013 (Note 18 (g)) have been
regarded as if these shares were in issue since 1 January
2012.

BE-_T—=Z=6fKk=-_ZFZ——F+=A
=t+—BLEFE SREREFNDIZEA
NAEBEABEZNBRABEEHITER
zMEFHEFE- REEHEZE-Z
— =k -"ZT——&+-A=+—8It
FEEBBTEBERIMEFTHET F8
BAREARR A WD @ ERRAT 31T R B %
297,327,010 E =S —=F +—
AZ=++tH_Emi#e (fzE18(g)) BEAZ1EM
WZERMEB-_ZE——F—F—HIED
170

2013 2012
—2—= —ET——F
Profit attributable to the shareholders of 2N A A% R E A )
the Company (RMB’000) (ARBFT) 40,024 23,173
Weighted average number of ordinary shares BT S EARNE
in issue 15 21 309,589,041 300,000,000
Basic earnings per share (RMB per share) GREARZT
(BRARE) 0.13 0.08
Diluted (b) #E

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares.

The fully diluted earnings per share for years ended 31
December 2013 and 2012 are the same as the basic
earnings per share as there are no dilutive potential ordinary
shares.
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33. NOTES TO CONSOLIDATED CASH FLOW

Notes to the Consolidated Financial Statements
B RE M

33. S RERERMEE

For the year ended 31 December 2018 #HZE—ZT—=F+-_A=+—HILFE

STATEMENTS
(a) Reconciliation of cash generated from (a) REFMBSEEHE
operations
2013 2012
—E—=fF —E——4F
RMB’000 RMB’000
AR¥T T AR F T
Profit before income tax B P15 756 50 % 7 65,102 39,048
Adjustments for: FATIHE ELRFAE:
— Depreciation of property, plant and — W% BERZETE
equipment (Note 7) (HF5ET) 11,641 11,421
— Amortisation of land use rights (Note 6)  — ==t {55 FR A& 6 45 (Fff5:6) 798 798
— Amortisation of intangible assets — | A S (MTE8)
(Note 8) 883 948
— (Gains)/losses on disposal of property, —HEYE  WE LR E ()
plant and equipment (Note 25) /518 (MIsE25) (174) 3
— Provision for impairment of receivables — — & W IR B B & (B 7526)
(Note 26) 367 B)le
— Provision for/(Reversed) write-down of — — 717 & #fi )il 2= H 7] #4315 )% (E
inventories to their net realisable el (Bm) (KizE2e)
value (Note 26) 133 (1,122)
— Net foreign exchange (gains)/losses —SNE (Uezs) B IEFE (896) 1,688
— Interest income (Note 29) —FEA (KiEE29) (6,897) (22,612)
— Interest expenses (Note 29) —MEFZ (MFE29) 20,630 41,339
Operating profits before working HiBE S EHRIML L E T
capital changes 91,587 71,824
Changes in working capital: HBEEY):
— Inventories —-FE 37,622 98,757
— Trade and bills receivables — & S RENGRIE R IEWER 118,822 (111,323)
— Prepayments, financial assets at fair —TER I EBRAFERA
value through profit or loss and BaRemEER
other receivables H h fE U R IE 31,810 57,058
— Trade and bills payables —E SN RBERENEE (119,401) 33,445
— Advance receipts from customers —TEEWE R F 5KIE (142,432) (54,024)
— Accruals and other payables — FEETFRIE N E b fE S RUE (27,284) 6,453
Cash flow generated from operations KEFTFIAESRE (9,276) 102,190

KB ARAT « 20353 109



Notes to the Consolidated Financial Statements
BTSRRI

For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

33. NOTES TO CONSOLIDATED CASH FLOW
STATEMENTS (CONTINUED)

(b) In the consolidated cash flow statements,
proceeds from disposal of property, plant
and equipment comprise:

33. SR REBRMEE (&)

(b) EOFREREBRA HEWE-
BERRENERERRE:

2013 2012

—E—=F —EF——4F

RMB’000 RMB’000

ARET AR F T

Net book amount disposed (Note 7) P B AR E S E (&) 2,308 3
Gain/(loss) on disposal of property, plant K& = LR ES

and equipment (Note 25) ek, (E518) (KisE25) 174 ©)
Proceeds from disposal of property, HEYE  BE KREDN

plant and equipment F1S 3IE 2,482 -

34. DIVIDENDS

No dividend has been paid or declared by the Company for year
ended 31 December 2013.

Dividends during the year ended 31 December 2012 represented
dividends declared by the companies now comprising the Group
to the then equity holders of the companies for the year ended 31
December 2012. The rates for dividend and the number of shares
ranking for dividends are not presented as such information is not
considered meaningful for the purpose of this financial statements.

34. BRE

BE-_Z—=F+_A=1+—BItFE £AQ
A R 3 B B R AR S o

HE-ZT——F+-A=+—HLEFEZRE
ERARASEEZ RRMBE=S—Z=F+=
A=+—RIEFERZSEARER ZRERE
ABERZKE -BARBBAER AR BEREM
FUEEER QWU IT2IREXZRZEEREZ
R EE -
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

35. COMMITMENTS 35. &iE
Operating lease commitments REHERIE
The Group leases certain office premises under non-cancellable AEEBENAFECEHER=HERE T
operating lease agreements. NEYZE -
The Group’s future aggregate minimum lease payments to be paid AEERBEIAFELEHES TFTIHF2ARK
under non-cancellable operating leases were as follows: EBENHBEHTIAT
2013 2012
—E—= —E——%F
RMB’000 RMB’000
AR¥F T AREF T
Not later than 1 year TER—F 1,066 652
1 -2 years —FEMF 596 570
2 — 3 years MEE=F 399 599
2,061 1,821
36. OPERATING LEASE 36. K&EHE
The future aggregate minimum lease rental receipts in respect of RN REECEHEE THRERESE 2K
warehouses in Mainland China under non-cancellable operating REARFH A & WGRABFEN T -
leases are as follows:
2013 2012
—B2—= —ET——F
RMB’000 RMB’000
AR¥T T ARETT
No later than 1 year TER—F 1,277 1,447
Later than 1 year and no later than 5 years ~ ER—F R TNER AT 10 1,287
1,287 2,734

KBFHHAERAT «20135% 1/ 1



Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

37. RELATED PARTY TRANSACTIONS 37. BERRS
The Directors are of the view that the following companies are EEZERB/ATRAANEERBEET

related parties of the Group:

Name Relationship with the Group

=L SEAEE R

Ever Thrive Controlled by the Controlling Shareholders

1B 3% 478 PR AR BR A2

Yongsheng Group Controlled by the Controlling Shareholders

ZRZESE] i 472 PR AR BR 422

Yongsheng Holdings Controlled by the Controlling Shareholders

K BAE AR P 22 R R B 42

Hangzhou Yongsheng Weaving Limited Controlled by the Controlling Shareholders

MM KGR BBR A A 478 PR AR BR 422

Hangzhou Yongsheng Haiyi Differential Fiber Controlled by the Controlling Shareholders
Fabric Limited

MM KB —Z BB B R A A P 22 % i B 42 o

Hangzhou Yongzhuo Chemical Fiber Limited Controlled by the Controlling Shareholders

TN KB AR A A 422 PR P BR 22

Yongsheng Trading (HK) 30% owned by the Controlling Shareholders before acquisition by

the Group

KEE S (FE) AN &= B KRR 2 B B 422 i IR BR B B 30 % 1

HUVIS Corporation and its subsidiary Joint venture partner and its subsidiary

R B HUVIS R EL FT B A 7 BECEBHEEMB AR

Hangzhou Xiaoshan HongChang Chemical Fiber Controlled by Mr. Li Zhihong, one of the individual shareholders of
Co.,Ltd. the Group

MM L Z (LA R A F] B N 55 [ 9 1B A IR BR 2 — 2R 5 AR 2

City Prosper International Limited 50% owned by Mr. Li Cheng

i BB IR A A 2o ST A HE B 50 % i

Hangzhou Qingwang Trading Co., Ltd. 50% owned by Ms. Li Yuzhen, sister of Mr. Li Cheng

MINEREE S ERA A HZ T EMRGKT T2 LT A50%E 0
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILLFE

37. RELATED PARTY TRANSACTIONS 37. BEFXR S (&)
(CONTINUED)
(@) Transactions with related parties (a) EEEBBEFNRS
Save as disclosed elsewhere in these consolidated financial BRRZEE I FmRE MM TR
statements, the Group had the following significant EON REBHBEHETUTEAR
transactions with related parties: 2 :
()  Purchase of goods () HEER
2013 2012
—_E—= —E——%F
RMB’000 RMB’000
ARET T AREF T

HUVIS Corporation and its subsidiary ~ #k =\ & # HUVIS 2 H [} B

NG 49,002 29,297
Hangzhou Xiaoshan HongChang HUNFR L Z= B

Chemical Fiber Co.,Ltd. BRAFE 4,174 -
Yongsheng Trading (HK) KEREZ (BA) - 46,343
Hangzhou Yongsheng Weaving Limited 47 J1 5k 2% 477 4% 5 IR A 7 - 1,020

Hangzhou Yongsheng Halyi Differential ~ #/1 5k 2% /& — = Rt
Fiber Fabric Limited* S AR AR - 171
53,176 76,831

KEFHEAERAT « 20355 1 /3



Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

37. RELATED PARTY TRANSACTIONS 37. BERFRS (&)
(CONTINUED)
(a) Transactions with related parties (@) EHBAEFIWNRS (&)
(Continued)
(i) Sale of goods (i) HEEHR
2013 2012
=B = —ET——F
RMB’000 RMB’000
AR®T R ARBTT
Yongsheng Trading (HK) KEE S (BH) - 114,734
Hangzhou Qingwang Trading Co., Ltd.  #1 /I EFEZ S H R A A - 26,574
Hangzhou Xiaoshan HongChang NI 7= E b
Chemical Fiber Co.,Ltd. BIRAA] - 22,234
Hangzhou Yongsheng Halyi Differential 471 5k &% /& — 2= Bl £ 4
Fiber Fabric Limited* BAER DR - 6,314
Hangzhou Yongsheng Weaving Limited — #714 5k &% 45 4% 4 BR A 7] - 647
- 170,503
* The Controlling Shareholders completed the @ IR ER T —=FF Y%
disposal of its entire interests in Hangzhou ARH E E AN ok B g — = Bl
Yongsheng Haiyi Differential Fiber Fabric Limited in b 4 & Y B BR A Rl /) &2 B3P
early 2013 and thus this company ceased to be a o M ARREETBAAREE
related party of the Group thereafter. HY R 77 o
(i) Rental income (i) FHEEKA
2013 2012
—E—=F —ET——F
RMB’000 RMB’000
AR®T R ARBTT
Yongsheng Group KBRS 905 -
Hangzhou Yongsheng Halyi Differential ~ #iJ1 5k 2% /& — = Bl{L,
Fiber Fabric Limited WEBMBR AR - 120
Hangzhou Xiaoshan HongChang AP N=Y|s:
Chemical Fiber Co.,Ltd. BRRA] - 35
Hangzhou Yongzhuo Chemical Fiber Mk S4B R A A
Limited - 5
905 160
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Notes to the Consolidated Financial Statements

BTG ERRMTEE

For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

37. RELATED PARTY TRANSACTIONS
(CONTINUED)

(@) Transactions with related parties
(Continued)

(iv) Storage fee paid to related parties

37. BELXRZ (&)

(a)

HEELTNRS (&)

(iv) BIEELXNMEHEFZFER

2013 2012

—E—=F —T——F

RMB’000 RMB’000

AR¥T T ARBTT

Yongsheng Group KEEE 309 -

(v) Interest charged from related parties

(v) #HETES WEREIFE

2013 2012

—E—= —E——F

RMB’000 RMB’000

ARET R ARBTT

Yongsheng Group KBRS - 3,241

(vi) Interest income from related parties

(vi) KEBELHF KA

2013 2012

—E—=5F —E——F

RMB’000 RMB’000

AR¥T T ARBT T

Yongsheng Group KBS - 8,321

(vi) Management fee paid to related parties

(vii) EIFELSTHEEE

2013 2012

—E—=F —T——F

RMB’000 RMB’000

ARMT T ARBTT

Yongsheng Group KEREE - 300

KBFHRAERAT «2035% 1 /D



Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

37. RELATED PARTY TRANSACTIONS

(CONTINUED)

37. BELXRZ (&)

(a) Transactions with related parties (@) EHBAEFIWNRS (&)
(Continued)
(viii) Sale of available-for-sale financial assets (viii) HETREELHEE
2013 2012
=B = —ET——F
RMB’000 RMB'000
ARET T ARET T
Yongsheng Holdings K BRYE AR - 4,000
Year-end balances arising from related b) BELIRZEENFRER:

(b)

party transactions

The Group had the following significant balances with its

related parties:

AREBEEFETNERBERIAT

2013 2012
—E—=F —T——F
Due from related parties RMB’000 RMB’000
JE U5 B8 5 RRIE AR¥F T AR®TT
Trade: 25
Yongsheng Group KEREE - 14,877
Hangzhou Xiaoshan HongChang TINEEIL R E{L B R A A
Chemical Fiber Co.,Ltd. - 4,829
Hangzhou Yongsheng Halyi Differential ~ #/N sk 2% /&
Fiber Fabric Limited —Z RSB AR AR - 1,616
Hangzhou Qingwang Trading Co., Ltd.  #/NEEEZ S B R A ) - 956
- 22,278
Non-trade: HEH:
Mr. Li Cheng T AE - 6,482
Ever Thrive 1B 2% - 3,146
- 31,906
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Notes to the Consolidated Financial Statements
B RE M
For the year ended 31 December 2018 #HZE—T—=F+-_A=+—HILFE

37. RELATED PARTY TRANSACTIONS 37. BEARS (&)
(CONTINUED)
(b) Year-end balances arising from related (b) BEIRXRFEENFRGEER:
party transactions (Continued) (#8)
2013 2012
—E—=F —E——F
Due to related parties RMB’000 RMB’000
JE 1~ B3 5 R AR¥T T ARMEF T
Trade: g25:
HUVIS Corporation A gHHUVIS 7,513 8,005
Yongsheng Group KEEE - 21,767
Hangzhou Yongsheng Halyi Differential #7115k 8% /8 — 2= RIl{b 4 4 5547
Fiber Fabric Limited BRAT - 1
7,513 29,773
Non-trade: B
Yongsheng Holdings KR E AR - 3,146
City Prosper International Limited R BREER AR - 2,994
7,513 35,913
All trade balances with related parties are unsecured and FMEEBEINEBESEBAEERR LS
bear no interest. Be
All non-trade balances with related parties are unsecured, FrAHEE R NIEE S EH AEIRT A
repayable on demand and bear no interest. RERKEERRE

KBFHRERAT 20358 1/ /



Notes to the Consolidated Financial Statements
BTSRRI
For the year ended 31 December 2013 #HZEZZT—=F+-_A=+—HILFE

37. RELATED PARTY TRANSACTIONS 37. BEARRS (1)
(CONTINUED)
(b) Year-end balances arising from related (b) BEIRXRFEENFRGEER:
party transactions (Continued) (&)
Details of amount due from Mr. Li Cheng, a director is as ERESZHACENFTIBENFBOT :
follows:
Maximum
At beginning of outstanding
Year ended 31 December At end of the year the year during the year Terms
FRAERS
HE+t-A=1+—-HILEE FR F1) KENEHE 8
RMB’000 RMB’000 RMB’000
AREFT ARBTT ARBTTT
2012 6,482 - 6,482 The balance was unsecured

and interest free, which was
repayable on demand.

—T——F ERAEERREE  BREXK
Bige
2013 - 6,482 6,482
—T—=F
(c) Key management compensation (c) EEEIEE RN
2013 2012
—E—=F —F——4F
RMB’000 RMB’000
ARETT AR F T
Salary and allowances e KOERL 1,265 1,016
Discretionary bonus EIETEAL 328 30
Social security insurance e RERERR 59 36
1,652 1,082
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Four-year Financial Summary
VO B 1551 22

RESULTS E45
For the year ended 31 December
BE+-A=1+—HILEE
2013 2012 2011 2010
—®-=% —F-F —F—F “TTF
RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETT ARETT ARETT
Revenue Wi 1,767,423 2,210,853 2,037,346 1,565,630
Gross profit EF 128,837 109,145 114,409 137,624
Operating profit R 77,822 58,788 93,231 119,378
Finance costs, net BEREFE (12,720) (19,740) (12,972) (12,480)
Profit before income tax B AT 1586 A0 s Al 65,102 39,048 80,259 106,898
Income tax expense FeHipx (16,577) (6,061) (20,248) (23,968)
Profit for the year ERRF 48,525 32,987 60,011 82,930
Attributable to: R B EERF
Shareholders of the Company RRARRR 40,024 23,173 54,206 78,217
Non-controlling interests R ER 8,501 9,814 5,805 4,713
Earnings per share BRAR
Basic and diluted EXRR#E
(RMB per share) (BRARY) 0.13 0.08 0.18 0.26
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Four-year Financial Summary

PO B A

ASSETS AND LIABILITIES

EERERE

As at 31 December

R+=A=+—H
2013 2012 2011 2010
—®-=% —F-F —F—F “TTF
RMB’000 RMB’'000 RMB’000 RMB’'000
AR¥ TR ARETT ARETT ARETT
Non-current assets FREBEE 178,423 190,113 198,575 194,899
Current assets nREBEE 545,028 891,166 1,071,870 968,688
Total assets HEE 723,451 1,081,279 1,270,445 1,163,587
Current liabilities RBEE (368,178) (829,977) (1,060,990) (1,016,544)
Non-current liabilities *REBERE (38,132) (59,970) (9,565) (19,002)
Total liabilities BEAHE (406,310) (889,947) (1,070,555) (1,035,546)
EQUITY B
Equity attributable to shareholders 22 &) % 3R FE (G #E %5
of the Company 292,507 175,199 163,886 97,842
Non-controling interests I 24,634 16,133 36,004 30,199
Total equity EREE 317,141 191,332 199,890 128,041
The Company was incorporated in the Cayman Islands on 19 April E@:g _¢ MA+HLBEREFHSEMK

2012 and the consolidated statements of comprehensive income
and consolidated balance sheets of the Group for the year ended 31
December 2010, 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
2010, 2011 and 2012 and financial position as at 31 December 2010,
2011 and 2012 are extracted from the Company’s IPO Share Offer
prospectus dated 15 November 2013. The consolidated financial
statements of the Group are only available since the year ended 31

December 2010.

ZK&
——¢+ ﬂ—+—a¢¢ﬁ2AﬁFA%§ﬁ&
AMEERARCEBNEREEEBDR RS
BER—EFEMRE -

ARABE_T—ZTF —T——FR=-_FT—=F
T A=t BALEFEZHBEERR=_T—TF
TE——ER T —F+ - A=+—B 22BN
R FEsEE A AR BA T —=F+—A+AA
ZERXAHABRBRNEERRER - AEBZ A0
MHHREABE T —ZSF+_A=+—HLHF
ERAHER-
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