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CHAIRMAN’S STATEMENT
ETE®/E

The board of directors (the “Board”) of Wang Tai Holdings Limited
(the "Company”) is pleased to present the consolidated results of the
Company and its subsidiaries (together, the “Group”) for the year
ended 31 December 2016 (the “Year").

RESULTS

During 2016, the China economy remained challenging with
persistently sluggish demand in the garment and apparels industry.
On the industry side, demand for textile products from domestic
and overseas markets remained weakened, and the selling price of
Chinese textile products remained stationary at a low level.

During the Year, a number of adverse factors including slow recovery
of the domestic economy, reduction of demand in domestic fabric
and yarn products market, a more cautious purchasing approach
adopted by downstream customers and declining sales price of
textile products caused a decline in sales revenue and a reduction
of gross profit margin. In order to meet the challenge of slowing
down economic pressure, the Group commenced an extensive size
international trading of business articles such as polyetherimide in the
early 2016. The expected higher profit from this area can reduce the
negative impact from the sluggish market demand for the fabrics and
yarns products. The Group will avail of this new business to enhance
the profitability.

The Group recorded revenue of approximately RMB780.3 million for
the Year, representing an increase of approximately 16.4% on a year-
on-year basis, and the gross loss margin of the Group’s products was
approximately 2.7%, representing a decrease of approximately 4%
points over the previous year. Profit attributable to owners of the
company for the Year declined significantly from loss of approximately
RMB23.3 million in 2015 to loss of approximately RMB331.0 million
in 2016, representing a decrease of approximately 13 times over
the previous year. Earnings per share also decreased from loss of
RMB1.90 cents in 2015 to loss of RMB21.70 cents per Share in 2016,
representing a decrease of approximately 10 times as compared with
the corresponding period of last year, which was mainly attributable
to the substantial decrease in gross profit and increase in general
and administrative expenses resulted from impairments made. Sales
of fabrics and yarns decreased significantly from approximately
RMB597.5 million and RMB72.7 million, respectively, for the year
2015 to approximately RMB447.7 million and nil in 2016, respectively.
Sales of PEI commenced in early 2016 and brought approximately
RMB332.6 million to the Group’s revenue and segment profit of
RMB20.0 million in 2016. During the Year, the Group reviewed the
operations and changed the strategies regularly to strive for survival
and look for opportunities to break through the worsening situation.
In the future, the Group will continue to enhance the competitive
strength and innovation, improve the value added products, upgrade
the fabric products and look for breakthrough, continuously carry out
extensive scale international trade of polytherimide (“PEI"”) and extend
the channels to improve the profitability.
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OUTLOOK

Looking forward to 2017, despite all the challenges faced by the
industry such as uncertainties around the growth of the global
economy, lackluster demand in the textile product market, rising
labor costs and shortage in quality cotton supply, the Chinese textile
product and apparel industry is well posed to maintain an overall
stable operation. Specifically, mild recovery is in sight for the European
and U.S. economy, while growth-stabilizing policies, especially the
advancement of supply-side structural reform, will lend support for
the PRC economy to maintain growth within the reasonable range.
The general trend of steady growth in domestic consumption will
also provide primary market support for development of the textile
industry. The ongoing depreciation of RMB against the US Dollar
and the implementation of measures to stabilize foreign trades
will improve the resistance of Chinese textile enterprises to market
pressure, maintaining stable performance in exports. Meanwhile,
the national cotton reserve auction will increase the effective supply
of cotton raw materials, significantly narrowing the gap between
domestic and overseas cotton prices as compared to the previous
years, and help to strengthen the export competitiveness of the
Chinese textile enterprises.

In 2016, the Group’s faced difficulties to meet the challenges of all
adverse factors including sluggish demand for the textile products,
rising cost of production and operating expenses, problem of
recoverability of the receivables, strategic management of the
products segment and mixture, management of a new production
base in Hubei as well as the new investment in an associate. Looking
forward to 2017, the textile industry is expected to continuously face
challenges and certainties. The Group will still focus on the revenue
generating segments such as sales of PEl with higher gross profit
margin and diversify of the existing fabric product series to raise the
gross profit margin of the mixture. In order to reverse the Company’s
worsening situation, the Group entered into conditional sales
and purchase agreements with a Mongolian iron ore company to
acquire its shareholding in January and March 2017. If the proposed
acquisition proceeds, the Company intends to carry out a new
business of iron ore mining and trading business which will generate
higher profits with an industry which carries higher barrier of entries
of competitors and new business entrants after the completion of the
proposed acquisition. For details of the proposed acquisition, please
refer to the announcements of the Company dated 13 March 2017
and 21 March 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEERNWR D

OVERVIEW

During the Year, the Group recorded revenue of approximately
RMB780.3 million, representing an increase of approximately
16.4% as compared with the corresponding period of last year, and
profit attributable to owners of the company declined from loss of
approximately RMB23.3 million in 2015 to loss of approximately
RMB331.0 million in 2016, representing a decrease of approximately
13 times as compared with last year. The increase in revenue was
mainly attributable to the introduction of new business of sales of
PEI which carried approximately RMB332.6 million. Trading sales of
PEl was commenced in the early 2016 which was carried out by the
overseas trade department of the Group with a number of customers
in the Philippines. Sales of PEl brought forth gross profit margin of
6.0% in 2016, after a discount of 5% was offered to the customers
of PEIl as the quality of the products was unsatisfactory which was
amounted to be approximately RMB11.7 million. The decrease in
net profit attributable to owners of the Company was mainly due to
impairment of trade receivables of approximately RMB129.9 million,
impairment of prepayments of approximately RMB54.9 million,
impairment of property, plant and equipment of approximately
RMB15.5 million, impairment of an investment in an associate which
is accounted for using equity method of RMB60 million, and the
increase in finance cost for higher borrowings to finance the working
capital.

INDUSTRY REVIEW

During the Year, the PRC economy was at the stage of transformation
with structural adjustment, showing increasing downward pressure.
The growth of GDP for the year was only 6.7%. Negatively affected
by the macro economy, the Chinese textile industry was also under
growing pressure, featuring a shift in growth drivers, continuous
adjustments and an overall stable performance.

According to the statistics released by the China Cotton Textile
Association, the production volume of the yarns increased by 5.5% to
approximately 37.33 million tonnes in 2016 whereas the production
volume of fabrics decreased by 1.6% to approximately 714.46 billion
meters in 2016. This demonstrated a slowing down production
volume of textile products in 2016 mainly because of sluggish
demand from the garment manufacturing customers.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

In terms of raw materials, as implementation of the cotton policy
reform by the PRC government drove cotton prices being increasingly
market-oriented and narrowed the gap between domestic and
overseas prices, coupled with the growth in end-user spending,
cotton prices showed an improving trend. According to the Cotton
A Index, the average price for cotton in China during the year
was approximately RMB15,863 per ton, representing a year-on-
year increase of approximately 15.2%. Overseas cotton prices also
increased due to stronger demand. The average global market price
for cotton, according to the Cotlook A Index, was approximately
75.62 US cents per pound, representing a year-on-year increase of
approximately 7.4%. In the long run, the narrowing gap between
domestic and overseas cotton prices will help improve the overall
competitiveness of China’s exporting textile manufacturing industry.

BUSINESS REVIEW

During 2016, as the domestic cotton price was on a decline path due
to weak recovery of the global economy, sluggish textile demand and
impact from imported textile products, the selling price of China’s
textile products decreased accordingly, narrowing down the gross
profit margin of textile products of the Group.

Revenue of the Group comprises sales of grey and dyed garment
fabrics, cotton yarns and PEIl. During the Year, fabrics continued to be
the major products of the Group, which contributed to approximately
57.4% of the Group’s total revenue for the year, amounting
to approximately RMB447.7 million, representing a decrease of
approximately 25.2% when compared to that of last year. Sluggish
demand dragged down the sales volume. The Group’s production
capacities were similar to the last year’s level whereas the utilisation
rate decreased given the decreasing the sales volume. For the year
ended 31 December 2016, the production of yarn was hindered by
the staged market demand and no revenue was derived from yarn
compared to RMB72.7 million in last year for internal transfer of all
yarn products as part of raw materials to manufacture the fabrics
products. The Group started the sales of PEl in early 2016 and the
sales revenue amounted to approximately RMB332.6 million.

Regarding the PEI business

The main reason for the Group to start the PEI business was to explore
a new business segment that might improve the declining profitability
of the Group.
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MANAGEMENT DISCUSSION AND ANALYSIS B E5tim R 24T

The sluggish consumer market has impacted the development of the
textile industry in China, especially in Shishi City and Jinjiang City,
which is an important domestic footwear and apparels base in China.
The situation was worsen by more stringent environmental restrictions
which have resulted in shrinking production capacity, closure of cloth
dyeing companies, decrease in sales of clothing enterprises around
the region of the Shishi City. The Group'’s textile production and sales
revenue had been seriously affected and experienced a serious decline
in gross and net profits.

In mid-2015, the Group has been looking for new business
opportunity to diversify as well as improve the Group's operating
results. The Group has searched for and considered various trading
opportunities and started the trading of PEl in early 2016. PEl was
the raw materials for the production of plastic items that can be a
replacement for iron and wood in the production of components for
electrical appliances, motor vehicles, machinery and equipment,etc.
PEl is the side products of petroleum and is produced in countries
including Saudi Arabia and other petroleum production countries,
and is traded worldwide. The trading of PEl has already been a fast
growing segment in the modern global plastic industry.

The Group anticipated that there was sufficient liquidity in the first
half of 2016 which could allow longer credit period to customers,
therefore, the Group commenced the business of PEI trading with
a gross margin of approximately 10% which was better than the
existing business segments of approximately —-6%.

The Group started the trading of PEIl in January 2016 when the first
shipping of goods made.

To the best knowledge of the Directors, all the PEl customers are
non-related parties with each other and are not related parties of the
Group.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

The average selling price of fabrics decreased by approximately 8.5%
to RMB14.0 per meter (2015: RMB14.6 per meter) when compared
with the last year. The average unit cost of fabrics and yarns
maintained at similar level over the last two years (2016: RMB13.99
per meter whereas 2015: RMB15.0 per meter). The sales of PEl
brought forth the gross margin upward with its high gross profit
margin of around 6.0% for the year ended 31 December 2016. The
gross profit margin for the year ended 31 December 2016 turned
from gross profit margin 1.3% in 2015 to gross loss margin of 2.7%
in 2016 because of the above mentioned reason.

Increase in general and administrative expenses and finance costs
outweighed by decrease in selling and distribution expenses pulled
loss attributable to the owners of the Company further to loss of
approximately RMB331.0 million for the year ended 31 December
2016 from loss of approximately RMB23.3 million for the year ended
31 December 2015. Significant increase in general and administrative
expenses was mainly due to impairment of prepayments of
approximately RMB54.9 million, impairment of trade receivables of
approximately RMB129.9 and impairment of property, plant and
equipment of approximately RMB15.5 million.

During the Year, the Group adjusted product portfolio in response
to the ever-changing market, resulting in a reduction of its inventory
level.
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MANAGEMENT DISCUSSION AND ANALYSIS B E5tim R 24T

PROPOSED VERY SUBSTANTIAL ACQUISITION

On 11 January 2017 and 20 March 2017, a wholly-owned subsidiary
of the Company entered into certain conditional sale and purchase
agreements to acquire an aggregate of 96.7% equity interest in
Iron Mining International (Mongolia) Company (“Iron Mining”) by
way of the allotment and issue of new shares of the Company (the
“Acquisition™). Iron Mining and its subsidiaries (the “Target Group”)
are principally engaged in the exploration, mining, processing, sale
and marketing of iron ore in Mongolia.

The Board is of the view that the Acquisition will be beneficial to
the Shareholders of the Company. The Board of Directors is aware
that the recent financial performance of the Group was negatively
impacted by the volatile textile industry and will face various
challenges and uncertainties ahead. The Board intends to diversify and
navigate the adverse effect of such challenges and uncertainties with
the potential of the business of the Target Group. The industry of
the Target Group is heavily regulated and supervised by the relevant
authorities and therefore the mining industry has high entrance
barriers to the competitors and constraints on carrying out the mining
business in Mongolia which is favourable to the Company upon
completion of the Acquisition (“Completion”). The settlement of the
consideration of the Acquisition through the issue of consideration
shares allows the Company to minimise its funding costs.

The Acquisition constitutes a very substantial acquisition, a connected
transaction and a reverse takeover involving a new listing application
to the Company, as such, the Completion is subject to certain
conditions precedent including the approval of deemed new listing
of the Group including the Target Group and the approval from
the independent shareholders of the Company. For details of the
Acquisition, please refer to the announcements of the Company
dated 13 March 2017 and 21 March 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

PROSPECT

This is still a fierce competition in the PRC’s textile industry, yet the
market is immense and highly fragmented. A number of players in
the textile industry are consolidated with survival of relatively strong
competitive manufacturers in the industry. In 2017, the Group will
remain focusing on extending its reach into domestic market, retain
the existing market presence and step forward to the overseas
trading market. The Group is more determined than ever to enhance
its profitability to optimising the existing product portfolio and
developing new invented and improved quality products that meet
market demand.

The Group will continue to develop its overseas trading activities
through its Hong Kong subsidiary.

The Group has already completed the construction of the second
phase of Hubei Production Facilities in the second quarter of 2016,
but as the textile industry is still gloomy, the Group is finding a
suitable time to arrange installation of production equipment and
commence production. The Group will make further announcement as
and when appropriate.

Looking forward, the Group still focuses on the Group's three existing
business segments, namely production of fabrics and yarns as well
as trading of PEl. The Group will also restructure the fabric products
series mix from existing five series, interwoven fabric with multi-fibres
series, slub series, blended series, stretch fabric series and pure cotton
series to a new fabric products series mix to retain the series with
stable gross profit margin, add some new potential product series
with higher gross profit margin and eliminate those series with low
or even negative gross profit margin. The Group will also develop
new fabric products with synthetic fiber, diversify the product types
and enhance the gross profit margins. Acquisition of an associate,
Baixin (China) Co., Ltd. can expand the production scale, benefit from
the synergy effect and enhance the Group’s profitability. The Group
will also actively carry out the sales and marketing activities through
the Group's sales and marketing department in Shishi and Hubei.
The Group intends to establish the sales offices in Guangzhou and
Changshu for promotion of the Group’s products in Guangdong and
Jiangsu provinces.
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MANAGEMENT DISCUSSION AND ANALYSIS B E5tim R 24T

The Group is now undertaking a very substantial acquisition as
described above, but the Group will endeavour to improve the
operations during the course.

With the above strategies, we hope not only to maintain the strategic
position but to enhance the quality of products, boost our revenue
and improve the profitability and customer loyalty.

FINANCIAL REVIEW

Turnover

The Group’s revenue increased by 16.4% from approximately
RMB670.3 million for the year ended 31 December 2015 to
approximately RMB780.3 million for the year ended 31 December
2016. Such increase in the revenue was mainly due to following
factors:

(i)  revenue of our fabrics products decreased from approximately
RMB597.5 million in 2015 to approximately RMB447.7 million
in 2016. Such decrease in the revenue of our fabric products
was primarily due to decline in the average selling price from
around RMB14.6 per meter in 2015 to RMB14.0 per meter in
2016 mainly due to downward market trend of domestic prices;

(i)  revenue of yarn products decreased from approximately
RMB72.7 million in 2015 to nil in 2016. Such decrease in the
revenue of our yarn products was primarily due to internal
transfer of all yarn products as part of raw materials to
manufacture the fabric products during 2016; and

(i)  revenue of trading of PEI was approximately RMB332.6 million.
As the quality of PEl was in dispute with certain customers, the
Group agreed to offer a discount of 5% which was amounted
to be approximately RMB11.7 million.
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MANAGEMENT DISCUSSION AND ANALYSIS B E5tim R 24T

Gross profit and gross profit margin

The decrease in gross profit by 147.6% from approximately gross
profit of RMB8.4 million for the year ended 31 December 2015 to
gross loss of approximately RMB20.8 million for the year ended 31
December 2016 was mainly due to gross losses incurred from sales of
fabric products of approximately RMB25.3 million and provision for
impairment of yarn production equipment of approximately RMB15.5
million.

In view of slowing down cotton yarns production activities and
sluggish demand for the yarns, the carrying amount of the machinery
and equipment using for cotton yarns production has been reduced
to its recoverable amount through recognition of an impairment loss
of approximately RMB15.5 million during the year.

The gross profit margin decreased from gross profit margin of 1.3%
for the year ended 31 December 2016 to gross loss margin of 2.7%
for the year ended 31 December 2016. Such decrease was mainly due
to gross loss margin of 5.7% incurred by fabrics products segment
and provision for impairment made.

For the year 2016, the sale of the Group’s fabric was much impacted,
in both quantity of sales and pricing, by the sluggish economy
in Shishi City and Fujian areas where the historically well-known
footwear and apparels base in China. The total sales of fabric of the
Group decreased from RMB597.5 million (gross profit of RMB6.9
million) in 2015 to RMB447.7 million (gross loss of RMB25.3 million)
in 2016, while the gross profit margin decreased from 1.1% in
2015 to =5.7% in 2016. The main reason of the decrease in gross
profit and margin in 2016 was due to the decrease in selling price
where the Group’s average selling price of fabrics decreased from
approximately RMB14.6 per meter in 2015 to approximately RMB14.0
per meter in 2016, a decrease of 4.1%. In terms of cost of goods
sold, although the cost of raw material increased in the second half of
2016, the impact was offset by the decrease in other production costs
such as labour cost and manufacturing overhead due to the reduction
in production capacity and strengthened cost control.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

Selling and distribution expenses

The decrease in selling and distribution expenses by 18.5% from
approximately RMB5.4 million for the year ended 31 December 2015
to approximately RMB4.4 million for the year ended 31 December
2016 was mainly due to lower expenses of approximately RMB1.0
million on transportation of grey yarns for dyeing incurred by our
Hubei Production Facilities.

General and administrative expenses

The significant increase in general and administrative expenses by
638.3% from approximately RMB30.0 million for the year ended
31 December 2015 to approximately RMB221.5 million for the year
ended 31 December 2016 was mainly due to impairment of trade
receivables of approximately RMB129.9 million, impairment of
prepayments of approximately RMB54.9 million were made during
the Year.

A provision of approximately RMB129.9 million based on the
provision policies for trade receivable of the Group, being provision
of approximately RMB41.3 million made for long overdue customers
with another provision of approximately RMB88.6 million made for
based on ageing profile of the receivables.

Prepayments for purchase of raw materials were made to a number
of suppliers during 2016 who had financial difficulty and/or under
the compulsory property preservation orders by November 2016.
The management made effort to collect the prepayments but
unsuccessful, so full provision of approximately RMB54.9 million was
made for such prepayment amount.

Other income
Decrease in other income by 36.0% from approximately RMB17.5
million for the year ended 31 December 2015 to approximately
RMB11.2 million for the year ended 31 December 2016 was mainly
due to decrease in government grants received of approximately
RMB10.2 million.

Other losses

Increase in other losses from approximately RMB1.5 million for the
year ended 31 December 2015 to approximately RMB9.8 million was
mainly due to net loss of disposal of property, plant and equipment of
approximately RMB9.5 million.
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MANAGEMENT DISCUSSION AND ANALYSIS B E5tim R 24T

Finance costs

The increase in finance costs by 109.0% from approximately RMB25.5
million for the year ended 31 December 2015 to approximately
RMB53.3 million for the year ended 31 December 2016 was mainly
due to increase in the average balance of borrowings in order to meet
our needs of working capital as a result of our business expansion to
finance the construction of the second phase of our Hubei Production
Facilities as well as to finance the acquisition of an associate, Baixin
(China) Co., Ltd., during the year.

Share of loss of investment accounted for using equity
method

By application of equity method, the Group incurred a share of loss
of investment in an associate of approximately RMB3.1 million as
the market demand for the associate’s products was lower than the
expectation of the Group.

Impairment for investment accounted for using equity
method

On 18 July 2016, the Group completed the transaction to acquire
a 50% equity interests in Baixin (China) Co., Ltd (“Baixin”) at a
consideration of RMB150,000,000. Baixin became an associated
company of the Group. Baixin is a company in Hubei province of
China principally engaged in the manufacturing and sales of yarn and
cotton fabric products which the management believed would bring
synergy to the operations of the Group's production plant in Hubei.

The Group conducted legal and financial due diligence before the
acquisition of the 50% equity interest of Baixin, including review
of its audited financial statements for the year ended 31 December
2015. The Group also appointed an independent assets valuation firm
to appraise Baixin's property and land use right. The consideration
of RMB150.0 million for the 50% equity interest in Baixin was
determined with reference to the fair value of Baixin of around
RMB320.3 million as estimated by the Group prior to the acquisition.
This fair value of Baixin was estimated with reference to the fair value
of Baixin, based on a discounted cash flow model.

The investment in Baixin is accounted for as an associated company of
the Group and is accounted for under equity method of accounting.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

The Group acquired the 50% equity interest in Baixin with the belief
that Baixin would bring synergy to the operations of the Group’s
production plant in Hubei. However, the demand for cotton fabric
in the region decreased in the second half year of 2016 and Baixin
incurred losses for 2016, which was out of the expectation of the
management of the Group. In view of these impairment indicators,
as at 31 December 2016, the management of the Group carried out
an impairment assessment of the investment in Baixin. In assessing
the recoverable amount of the investment in Baixin, management
identified the associate as one cash generating unit (“CGU") and
its recoverable amount was determined as the higher of the (i) fair
value less cost of disposal, and (ii) value in use of the CGU, being the
present value of the future cash flows expected to be derived from
the CGU determined by using a discounted cash flow model.

The recoverable amount of the investment in Baixin was therefore
determined with reference to the value in use calculation of the CGU
of RMB175.3 million. As a result, the Group recognized a provision
of impairment amounting to RMB60.0 million, to write down the
carrying amount of investment in associate to RMB86.9 million (Note
10 of the financial statements).

The significant decrease in net assets of Baixin from RMB320.3
million as at 31 December 2015 (as stated in the announcement
of the Company dated 18 July 2016) to RMB175.3 million as at
31 December 2016 was because of the decrease in fair value as
determined based on the value in use of Baixin, being the present
value of the future cash flows expected to be derived from the CGU
determined by using a discounted cash flow model, as a result of the
change in market condition that affected management’s estimate of
the future cash flows to be generated by Baixin.

Income tax credit

The Group's income tax credit increased by 51.8% to tax credit
of approximately RMB16.7 million in 2016 from tax credit of
approximately RMB11.0 million in 2015. The increase was primarily
due to increase in deferred tax income from RMB11.0 million in 2015
to approximately RMB16.7 million in 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS B E5tim R 24T

Leasehold land, property, plant and equipment

The Group's leasehold land, property, plant and equipment situated at
Shishi and Hubei Production Facilities are land and various buildings in
the manufacturing plants. The Group has 100% interest of 2 parcels
of land located at Da Sheng Guan Shan Industrial Zone, Huangmei
County, Huanggang City, Hubei Province, the PRC with gross floor
area of approximately 99,903 square meters. The construction of
Hubei Production Facilities was finished and the construction in-
progress of approximately RMB76.2 million was transferred to
buildings.

Inventories

Decrease in inventories by 22.0% from approximately RMB64.0
million as at 31 December 2015 to approximately RMB49.9 million as
at 31 December 2016 was mainly due to decrease of raw materials,
work-in-progress and finished goods inventories by approximately
RMB12.4 million, approximately RMB5.8 million and approximately
RMB?7.5 million, respectively, for the effective inventory management.

Trade and other receivables and prepayments

Increase in trade and other receivables and prepayments by 65.2%
from approximately RMB415.3 million as at 31 December 2015
to approximately RMB686.2 million as at 31 December 2016 was
mainly due to (1) increase of net trade and bills receivables from
approximately RMB256.6 million as at 31 December 2015 to
approximately RMB530.3 million as at 31 December 2016 for the
extension of the average credit period to the customers from 110
days to 181 days offered to the regular loyal customers and (2) lower
prepayments of approximately RMB147.9 million after impairment of
approximately RMB54.9 million made in 2016 (2015: approximately
RMB151.1 million). Provision for impairment of trade receivables of
approximately RMB129.9 million was accrued for the year ended 31
December 2016.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

Trade receivables

The aging profile of the Group’s trade receivables in relation to
yarns and fabric sales had been much deteriorated since the Group
commenced sales to overseas customers in the second half year of
2015. Given the significant overdue of receivables, the Group had
reached settlement confirmations with certain customers with trade
receivables balances amounting to RMB232,913,000, and a provision
of RMB41,257,000 was made against unrecoverable amounts.
Regarding the remaining receivables balances of RMB94,628,000, the
Group set aside a provisions for impairment totalling RMB88,631,000
based on ageing profile of the receivables.

The Group’s new business of trading of PEl had a gross sales of
RMB344,308,000 (before the discount described below), which
remained unsettled as at 31 December 2016. The sales of PEl were
originally on credit terms of 270 days after shipment date which
were revised to one year after the date of customer’s confirmations
according to supplemental agreements entered subsequently in July
2016. The earliest due date of settlement of these receivables will be
in May 2017. Moreover, in November 2016, the Group was informed
by customers that the PEI products related to sales transactions
amounting to RMB234,301,000 were found to have quality issues and
requested the Group to offer a discount on the sales amount. After
various negotiations with the customers, in March 2017, the Group
reached agreements with the relevant customers and a discount
of 5% on the original billed amount was granted. The discount
of RMB11,715,000 was recorded as a reduction to the gross sales
revenue, and the receivables as at 31 December 2016 was adjusted to
RMB332,593,000 as a result.
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MANAGEMENT DISCUSSION AND ANALYSIS B E5tim R 24T

Prepayment

As at 31 December 2016, the Group had made prepayment to
suppliers amounted to approximately RMB207.3 million, mainly the
prepayments for purchase of cotton yarns for production of fabrics.
A number of suppliers during 2016 incurred financial difficulty and
the prepayments which may be unrecoverable were fully provided for
impairment amounted to approximately RMB54.8 million.

The Group makes prepayments for raw materials purchases with
a few major suppliers but not all the suppliers. For suppliers with
prepayment arrangements, the Group's policy and procedures of
making prepayments to raw materials suppliers involves the signing
of Framework Purchase Agreements (“FPA") in February/March of the
year. Prepayments are made during the year from time to time at the
request of the suppliers with reference to the production plan of the
Group, and are subject to approval by the general manager of the
Group in China. For each actual purchase made during the year, it is
supported by a purchase contract which is legally binding purchase
contract.

The Group generally controls the prepayments to suppliers within the
amounts of the FPAs entered. However, the purchase quantity and
amounts and therefore prepayments to suppliers may be subject to
adjustments during the year depending on the changes in product
mix and production plan of the Group in response to market and
customers’ needs and the supply ability of the suppliers.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

Cash flow

During the year ended 31 December 2016, net cash outflow from
operating activities was approximately RMB425.8 million. Compared
with the net cash outflow in the last year of approximately RMB127.6
million, the decrease in net cash inflow from the operating activities of
approximately RMB298.2 million was mainly due to decrease in profit
before income tax by approximately RMB313.4 million, the increase
of trade and other receivables of approximately RMB403.6 million
and impairment of prepayment of approximately RMB54.9 million,
impairment of trade receivables of approximately RMB129.9 million
and impairment of property, plant and equipment of approximately
RMB15.5 million.

Net cash inflow from the investing activities in 2016 was
approximately RMB246.3 million. Increase of net cash inflow from the
investing activities of approximately RMB692.6 million as compared
with the last year was mainly due to net decrease in time deposit of
approximately RMB319.6 million.

The net cash inflow from the financing activities in the year 2016 was
approximately RMB128.2 million which was lower than approximately
RMB494.1 million in 2015 was mainly due to no issuance of placing
share during 2016.

Liquidities and financial resources

The Group’s primary uses of cash are to satisfy our working capital
needs and our capital expenditure needs. Since our establishment,
our working capital needs and capital expenditure requirements have
been principally financed through a combination of shareholders’
equity, cash generated from operations, bank borrowing and other
borrowings.

The Group adopts a prudent cash and financial management policy.
In order to achieve better cost control and minimize the cost of funds,
the Group’s treasury activities and centralised and cash and cash
equivalents are generally deposited with certain financial institutions
such as banks denominated mostly in Renminbi and Hong Kong
dollars.
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Net current assets and working capital

The following table sets forth our current assets, current liabilities,
current ratio, quick ratio, gearing ratio and debt to equity ratio as at

31 December 2016:

RBEEFENREEES

TRV _B—RF+-A=T—BEZNRD
BE RBAEE- %

=
[
=

MBELE  RBILLEK - 2

bR RAETSRAR L &

As at 31 December

R+=—B=+—H
2016 2015
—E-REF —ZE—hF
RMB’000 RMB’000
AR#ETR AREFIT
Current assets REEE
Inventories FE 49,937 64,019
Trade and other receivables and prepayments B 5 [z Eofth e U 7018 f2 Fa 1~ 7R 1E 686,189 415,306
Cash and bank balances Be MIRTT4E 4,082 374,983
Restricted bank deposits ZRRHIERITIER 20,960 23,368
Total current assets REEEHAE 761,168 877,676
Current liabilities RBAaE
Borrowings =g 261,609 104,111
Trade and other payables B 5 REAERFRIE 149,618 135,758
Current income tax liabilities BIESFTS R B & 986 827
Total current liabilities REEEHEE 412,213 240,696
Net current assets REEETEE 348,955 636,980
Current ratio B R 184.7% 364.6%
Quick ratio EEpHE =R 172.5% 338.0%
Gearing ratio EREEE 110.0% 44.6%
Debt to equity ratio BERRALLE 114.2% 0.7%
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Bank and other borrowings

Particulars of borrowings of the Company and the Group as at 31
December 2016 are set out in note 16 to the consolidated financial
statements.

Pledge of assets

As at 31 December 2016, the Group’s land use rights and buildings,
machinery and equipment with an aggregate net book value of
approximately RMB265.7 million were pledged to secure banking
facilities for purposes of working capital and purchases of fixed assets
for the Group (as at 31 December 2015: approximately RMB290.9
million).

Paid in capital

During the Year, 50,000,000 shares were issued pursuant to the
exercise of share options granted in 2015. The amount of proceeds
from the exercise of the share options were approximately RMB21.3
million.

Upon completion of the share placements and exercise of share
options, the total number of issued shares of the Company has
increased to 1,550,000,000.

Foreign exchange risk

The Group mainly operates in the mainland China with most of
the revenue and expenditure transactions denominated and settled
in RMB, where its foreign exchange risk is limited. The Group's
exposure to foreign exchange risk is mainly on its sales and purchase
transactions (i.e., export or import of products) in Hong Kong which
are mainly denominated in USD, and the bonds denominated in HKD.
The functional currency of the Company and its subsidiaries is RMB.

Contingent liabilities
The Group did not have any material contingent liabilities as at 31
December 2016.
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Significant investment, material acquisitions and disposal
of subsidiaries and associated companies

On 18 July 2016, the Group entered into the agreement to acquire
50% equity interests in Baixin (China) Co., Ltd. which is principally
engaged in the manufacture and local and export sales of cotton
yarn and textile products. The acquisition was completed in 2016. For
details of the acquisition, please refer to the announcements of the
Company dated 29 December 2015 and 18 July 2016.

USE OF PROCEEDS AND EXPANSION PLAN

From 25 April 2014 (the “Listing Date”) to the date of this
announcement, the Group has been following the pattern of
application of the net proceeds as described in the prospectus of the
Company dated 10 April 2014 (the “Prospectus”). In addition, the
Group does not intend to change its expansion plan as described in
the Prospectus save as the reschedule of the second phase of Hubei
Production Facilities. As at 31 December 2016, all net proceeds have
been utilised.

ACTUAL USE OF PROCEEDS OF THE FIRST
PLACING AND THE SECOND PLACING

The net proceeds from the placing of new shares under general
mandate with reference to the announcement of the Company
dated 17 May 2015 (the "First Placing”), after the deduction of the
placing commission and other related expenses, were approximately
HK$152.0 million, which were intended to be applied as general
working capital and any possible business development and
investment of the Group when appropriate opportunities arise. As
at the date of this annual report, Report, all of the net proceeds
had been used as to (i) approximately HK$79.0 million (representing
approximately 52.0% of the net proceeds) was applied as general
working capital of the Group; and (i) approximately HK$73.0 million
(representing approximately 48.0% of the net proceeds) as partial
payment of deposit for the acquisition of 50% equity interests of
Baixin (China) Co., Ltd. (“Baixin (China)"”) of which the details are set
forth in the announcement related to the disclosable transaction of
acquisition of 50% equity interests of Baixin (China) dated 18 July
2016.
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MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

The net proceeds from the placing of new shares under general
mandate with reference to the announcement of the Company
dated 17 August 2015 (the “Second Placing”), after the deduction
of the placing commission and other related expenses, were
approximately HK$354.6 million, which were intended to be used
as to (a) approximately HK$104.6 million as general working capital
of the Group; (b) approximately HK$150.0 million for acquisition of
the assets of the second phase of the Hubei Production Facilities;
and (c) approximately HK$100.0 million for any possible business
development and investment of the Group when appropriate
opportunities arise. As at the date of this annual report, all of the net
proceeds had been used as to (i) approximately HK$104.6 million
(representing approximately 29.5% of the net proceeds) was applied
as general working capital of the Group; (ii) approximately HK$65.0
million (representing approximately 18.3% of the net proceeds) as
partial deposit for the acquisition of Baixin (China); (iii) approximately
HK$19.8 million (representing approximately 5.6% of the net
proceeds) had been used as acquisition of the assets of the second
phase of the Hubei Production Facilities; and (iv) approximately
HK$165.2 million (representing approximately 46.6% of the net
proceeds) had been used as purchases of polyetherimide products for
trading purpose.

SIGNIFICANT EVENTS AFTER THE REPORTING
PERIOD

Proposed very substantial acquisition

As disclosed in the paragraph head “Proposed very substantial
acquisition” under the section headed “Management Discussion
and Analysis — Business Review"” in this annual report, on 11 January
2017 and 20 March 2017, a wholly-owned subsidiary of the
Company entered into conditional sale and purchase agreements
to an aggregate 96.7% equity interest in Iron Mining International
(Mongolia) Limited, a company incorporated in the British Virgin Islands
which is principally engaged in the exploration, mining, processing,
sales and marketing of iron ore mainly in Eruu Gol Mining Area in
Mongolia. Completion of the acquisition of Iron Mining International
(Mongolia) Limited is subject to certain conditions precedent including
the approval from the independent shareholders of the Company. For
details of the proposed very substantial acquisition, please refer to the
announcements of the Company dated 13 March 2017 and 21 March
2017.
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Issue of bond

From the year end date of 31 December 2016 to the date of annual
report, the Company issued corporate bond of approximately
HK$10.0 million, HK$10.0 million and HK$10.0 million, respectively,
on 19 January, 17 February and 21 February 2017, respectively, for
the raising of working capital purpose.

MANAGEMENT’S VIEWS ON THE QUALIFIED
OPINION

The management of the Group would like to express its views and
basis thereof in relation to the qualified opinion of the external
auditor of the Company (the “Qualified Opinion”) as stated from
page 67 to 74 in this annual report.

In relation to the basis of the Qualified Opinion 1 on the recoverability
of trade receivables from page 68 to 69 of this annual report, the
management of the Group is of the view that the recoverability
of the trade receivables from the sales of PEl is less likely to be a
significant problem as the revised credit period of 360 days after the
confirmation of receipt of the goods by the PEI customers has not yet
been expired and there is no indication that the PEl customers cannot
honour their payment as at the date of this annual report.

In relation to the basis of the Qualified Opinion 2 on the nature and
recoverability of prepayment to the raw materials suppliers from
page 69 to 70 of this annual report, the management of the Group
considers that the impairment provision for the prepayment to
the raw materials suppliers made has significantly covered the risk
regarding the recoverability of such prepayment.

WANG TAI HOLDINGS LIMITED
2016 Annual Report

26

BITES
REE-Z-A"E+-_A=+—HIFERLEEAR
FRAH P ARRADPIR_T—+F—A+AHA8 -
“ATEHE-AZt+—HETRREEL10.08
BB 100AEBTRI00BEEBTNEELE
B e

EEEHRERRNEX

AEBEEREEERENBEREUARFRETEZTAEM
EERARRIMNEZBEMAREER([ERER
RS REREE -

AFRFECBECIE B RE Z EUIRH) A Y [E]
RENARBERLINEEMS AEEEEER
0 REHETREMNE SRR K@iz
EAKAIRER BB AR @ RN TREHES
R EIEME360 A MZERTEEHHARRER
ARANFHRAPY B RBER TIRBHEPELE
TR

AFHRFECIET0E BRI RN ER IR
FRIENME RAEKENERE R R2600E%EM
5 AKEEREERAS SRRV R A
NFAEMEL R BE BT R E B RTAN TR W
EIF2/E B AR AR R -



MANAGEMENT DISCUSSION AND ANALYSIS B E iR 24T

In relation to material uncertainty related to going concern on page
71 of this annual report, the management of the Group is of the
view that if the trade receivables as at 31 December 2016 could be
recovered and the financial performance in the year 2017 could be
enhanced, the liquidity of the Group will be improved. In addition,
the founders of the Group, Mr. Lin Qingxiong and Mr. Qiu Zhigiang,
executive directors of the Company and Mr. Cai Jinxu, are willing to
provide a personal guarantee to finance the Group’s cash flows if and
when necessary.

In relation to key audit matters from page 71 to 74 of this annual
report, the management of the Group considered that as the financial
result of Baixin, the associated Company, was out of the expectation
for the year ended 31 December 2016, impairment provision was
made on the investment accounted for using equity method to write
down the book value of the year-end balance to the fair value of
the year-end balance. If the financial performance of Baixin could
be improved for the year 2017, the impairment provision could be
written back accordingly.

The audit committee has critically reviewed the above areas and agree
with the above views of the management of the Group.
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CORPORATE GOVERNANCE REPORT

TRERB®E

The Company has adopted the Corporate Governance Code (the
"CG Code”) contained in Appendix 14 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (the “Listing Rules”) as its own code of corporate
governance. The manner in which the principles and code provisions
in the CG Code are applied and implemented during the year ended
31 December 2016 and up to the date of this annual report (the
“Period”) is explained in this Corporate Governance Report.

CORPORATE GOVERNANCE

The Company is committed to achieving high standards of corporate
governance to safeguard the interests of shareholders and to enhance
corporate value and accountability. The Company acknowledges
the important role of its Board in providing effective leadership and
direction to its business, and ensuring transparency and accountability
of its operations.

In the opinion of the Directors, the Company has complied with the
applicable code provisions as set out in the CG Code throughout the
Period save for code provision A.1.8.

Code provision A.1.8 of the CG Code stipulates that the Company
should arrange appropriate insurance cover in respect of legal action
against its Directors. Currently, the Company does not consider
necessary to have insurance cover for legal action against its Directors
and will monitor any changes to the situation and make necessary
action. The Board believes with the current internal control system
and the close supervision of the management, the Directors’ risk
of being sued or getting involved in litigation in their capacity as
Directors is relatively low.

The Company will, from time to time, review and enhance its
corporate governance practices to ensure that these continue to meet
the requirements of the CG Code.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 to the Listing Rules as its own code of conduct regarding
securities transactions by the Directors and employees who are likely
to possess inside information of the Company (the “Securities Dealing
Code"). The Company had made specific enquiry of all Directors
whether they have complied with the required standard set out in the
Model Code during the Period and all Directors confirmed that they
have complied with the Model Code and the Securities Dealing Code
throughout the Period.

No incident of non-compliance of the Securities Dealing Code by the
employees was noted by the Company during the Period.

THE BOARD OF DIRECTORS

Responsibilities

The Board is responsible for leadership and control of the Company
and oversees the businesses, strategic decisions and performance of
the Group. The Board has delegated to the executive Directors and
senior management the authority and responsibility for the day-to-
day management and operation of the Group. In addition, the Board
has established Board committees and has delegated to these Board
committees various responsibilities as set out in their respective terms
of reference.

All Directors carry out duties in good faith, in compliance with
applicable laws and regulations, and in the interests of the Company
and its shareholders at all times.

Board Composition
The Board currently comprises six members, consisting of three
executive Directors and three independent non-executive Directors.

The Company has throughout the Period met the requirements of the
Listing Rules relating to the appointment of at least three independent
non-executive Directors with at least one independent non-executive
Director possessing appropriate professional qualifications, and
accounting or related financial management expertise. At all times
during the Period, the independent non-executive Directors represent
at least one-third of the Board.
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The Board comprises the following Directors:

Executive Directors:

Mr. LIN Qingxiong (Chairman)
Mr. QIU Zhigiang

Mr. DENG Qinghui

Independent non-executive Directors:
Mr. YU Yubin

Mr. MA Chonggqi

Mr. CHAN Sui Wa

A description of the biographies of the Directors is set out in the
section headed “Directors and Senior Management” in this annual
report.

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

The Company has received written annual confirmation from each
independent non-executive director of his independence pursuant
to the requirements of the Listing Rules. The Company considers all
independent non-executive Directors to be independent in accordance
with the independence guidelines as set out in the Listing Rules.

All Directors, including the independent non-executive Directors, have
brought a wide spectrum of valuable business experience, knowledge
and professionalism to the Board for its efficient and effective
functioning. Independent non-executive Directors are invited to serve
on the Audit Committee, Remuneration Committee and Nomination
Committee of the Company.

The Board members have no financial, business, family or other
material/relevant relationship with each other.
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Chairman and Chief Executive Officer

The chairman of the Company, Mr. Lin Qingxiong, leads the Board
in the determination of the strategy of the Group and in the
achievement of its objectives. He is responsible for organizing the
business of the Board, ensuring its effectiveness and setting agenda
but not involved in the day-to-day business of the Group.

The Company at present does not have a Chief Executive Officer.
The duties and responsibilities of the Chief Executive Officer of daily
operation of the Group are carried out by the executive Directors
and they are accountable to the Board for financial and operational
performance of the Group.

Appointment and Re-election of Directors

Each of the executive Directors has entered into a service contract
with the Company which has been renewed on 27 March 2017 for a
term of three years, which may be terminated by not less than three
months’ notice. Each of the independent non-executive Directors has
entered into a letter of appointment with the Company which has
been renewed on 27 March 2017 for a term of three years, and such
appointment may be terminated by not less than one month’s written
notice.

The following Directors will retire by rotation and offer themselves for
re-election in the forthcoming AGM to be held 15 June 2017:

Mr. Yu Yubin
Mr. Ma Chonggqi

The procedures and process of appointment, re-election and removal
of directors are laid down in the Company’s articles of association.
Pursuant to the Company’s articles of association, all Directors are
subject to retirement by rotation at least once every three years and
any new Director appointed to fill a causal vacancy shall hold office
until the first general meeting of the Company after his appointment
and be eligible for re-election thereat and any Director appointed
as an addition to the Board shall hold office until the next following
annual general meeting of the Company after his appointment and
be eligible for re-election thereat. Where vacancies arise at the Board,
candidates will be proposed and put forward to the Board by the
Nomination Committee.
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Induction and Continuing Development of Directors

Each newly appointed Director receives comprehensive induction
on the first occasion of his appointment to ensure appropriate
understanding of the business and operations of the Company and
full awareness of director’s responsibilities and obligations under the
Listing Rules and relevant statutory requirements.

According to code provision A.6.5 of the CG Code, all Directors
should participate in continuous professional development to develop
and refresh their knowledge and skills to ensure that their contribution
to the Board remains informed and relevant. The Company should
be responsible for arranging and funding suitable training, as well as
placing an appropriate emphasis on the roles, functions and duties of
the Directors.

The executive Directors participated in three in-house professional
development courses conducted by Mr. Siu Kai Chun, our Company
Secretary during the Period. The Directors confirm that they will
comply with the relevant code provision in the coming year.

Board Meetings

Board Practices and Conduct of Meetings

Directors’ resolutions were passed by way of written resolutions or by
physical meetings during the Period.

The Board is expected to meet regularly and at least two times a
year. The Directors have full access to information on the Group
and independent professional advice at all times whenever deemed
necessary by the Directors.

The Board meets regularly to discuss the overall strategy as well as
the operation and financial performance of the Group, and to review
and approve the Group’s annual and interim results. During the year,
two Board meetings were held and attendance of each Director at the
Board meetings is set out as follows:
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Number of Board
meetings attended/held

Board member BEEGHRE HE BITESESRARE
Executive Directors: BITES:

Mr. Lin Qingxiong (Chairman) WEM L E(FEE) 2/2
Mr. Qiu Zhigiang it vt 2/2
Mr. Deng Qinghui BB 2/2
Independent non-executive Directors: BYFHTES:

Mr. Chan Sui Wa PR B B2 S A 2/2
Mr. Yu Yubin BB S A 2/2
Mr. Ma Chonggi BERUTAE 2/2
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The Company has to comply with the CG Code provisions with regard
to the conduct of meetings, have annual meeting schedules and draft
agenda of each meeting made available to directors in advance and
serve notice of regular Board meetings to all directors at least 14
days before the meeting. For other Board and committee meetings,
reasonable notice is required to be given.

Board papers together with all appropriate, complete and reliable
information have to be sent to all Directors at least 3 days before each
Board meeting or committee meeting to keep Directors apprised of
the latest developments and financial position of the Company and
to enable them to make informed decisions. The Board and each
Director also have separate and independent access to the senior
management where necessary.

The Company's articles of association contain provisions requiring
Directors to abstain from voting and not to be counted in the quorum
at meetings for approving transactions in which such directors or any
of their associates have a material interest.

BOARD COMMITTEES

The Company established a nomination committee (the “Nomination
Committee”), a remuneration committee (the “Remuneration
Committee”) and an audit committee (the “Audit Committee”) on
27 March 2014 with written terms of reference in compliance with
the CG Code. The Company also established a regulatory compliance
committee (the “Regulatory Compliance Committee”) on 26 February
2014.

Nomination Committee

The Nomination Committee comprises three members who are all the
independent non-executive Directors, namely Mr. Yu Yubin, Mr. Chan
Sui Wa and Mr. Ma Chonggi. Mr. Yu Yubin is the chairman of the
Nomination Committee.

The primary duties of the Nomination Committee include reviewing
the Board structure and composition, developing and formulating
relevant procedures for nomination and appointment of directors,
making recommendations to the Board on the appointment and
succession planning of directors, and assessing the independence of
the independent non-executive Directors based on criteria such as
integrity, accomplishment, experience, professional and educational
background and time commitments.
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The Nomination Committee shall meet at least once a year. Two
committee meetings were held in 2016 to review the structure and
composition of the Board and the re-election of the retiring Directors
and attendance of each member is set out as follows:

REZEGEFAGAEL R - R_T—RFY
RITMAREZ B @R NRTES AR LA
REFERIES  SKREMNHFERHFIIMT

Number of committee
meetings attended/held

Committee member ZEERE HiE BITEESSERY
Mr. Chan Sui Wa PR B 2 S A 2/2
Mr. Yu Yubin CIE e 2/2
Mr. Ma Chonggi BERREE 2/2

The Nomination Committee has adopted a written nomination
procedure (the “Nomination Procedure”) specifying the process
and criteria for the selection and recommendation of candidates
for directorship of the Company. The Nomination Committee shall,
based on those criteria as set out in the Nomination Procedure (such
as appropriate experience, personal skills and time commitment etc.),
identify and recommend the proposed candidate to the Board for
approval of an appointment.

New Directors, on appointment, will be given an induction package
containing all key legal and Listing Rules’ requirements as well as
guidelines on the responsibilities and obligations to be observed by a
Director. The package will also include the latest published financial
reports of the Company and the documentation for the corporate
governance practices adopted by the Board. The senior management
will subsequently conduct such briefing as is necessary to give the
new Directors more detailed information on the Group's businesses
and activities.

Remuneration Committee

The Remuneration Committee comprises three members who are all
the independent non-executive Directors, namely Mr. Ma Chongqji,
Mr. Chan Sui Wa and Mr. Yu Yubin. Mr. Ma Chonggqi is the chairman
of the Remuneration Committee.

The primary functions of the Remuneration Committee include
making recommendations on and approving the remuneration
policy and structure and remuneration packages of the executive
Directors and the senior management. The Remuneration Committee
is also responsible for establishing transparent procedures for
developing such remuneration policy and structure to ensure that no
Director or any of his associates will participate in deciding his own
remuneration, which remuneration will be determined by reference to
the performance of the individual and the Company as well as market
practice and conditions.
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The Remuneration Committee shall meet at least once a year. During
the year, two committee meetings were held in 2016 to review and
discuss the existing policy and structure for the remuneration of
Directors, the remuneration packages of both the executive and non-
executive Directors and attendance of each member is set out as
follows:
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Number of committee
meetings attended/held

Committee member EEENE HiE EBITEESSENY
Mr. Chan Sui Wa PRImEE o A4 2/2
Mr. Yu Yubin B 2/2
Mr. Ma Chonggi BERREE 2/2

The Remuneration Committee confirms that the remuneration
payable to Directors will depend on their respective contractual terms
under their employment or service contracts as approved by the Board
on the recommendation of the Remuneration Committee.

In order to attract, retain and motivate the senior executives and
key employees of the Group, including the executive Directors,
the Company adopted a share option scheme (the “Share Option
Scheme”) in 27 March 2014 for a term of ten year. Details of the
share option scheme are set out in the Directors’ Report on pages 56
to 59 and note 14(a)(iii) to the financial statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration
of the senior management by band for the year ended 31 December
2016 is set out below:

In the band of £ [E

FNZBeRR  BRNESZHFMERTHNEER
SREFSRHZEFEILER  YIREERELZ
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Number of individuals

A

Nil to HKD 1,000,000

Audit Committee
The Audit Committee comprises three members who are the
independent non-executive Directors, namely Mr. Chan Sui Wa, Mr.
Yu Yubin and Mr. Ma Chonggi. Mr. Chan Sui Wa is the chairman of
the Audit Committee.

The main duties of the Audit Committee include the following:

o To review the financial statements and reports and consider any
significant or unusual items raised by the staff responsible for
the accounting and financial reporting function, internal auditor
or external auditors before submission to the Board.
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o To review the relationship with the external auditors by
reference to the work performed by the auditors, their fees
and terms of engagement, and make recommendations to the
Board on the appointment, re-appointment and removal of
external auditors.

o To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.

The Audit Committee oversees the internal control system of the
Group, reports to the Board on any material issues, and makes
recommendations to the Board.

The Audit Committee shall meet at least twice a year. Two committee
meetings were held in 2016 and the attendance of each member is
set out as follows:

. ESERBMFETIIM EKERER
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Number of committee
meetings attended/held

Committee member ZEERE HE BITREESSENH
Mr. Chan Sui Wa FRImEE S A 4/4
Mr. Yu Yubin BB S 4/4
Mr. Ma Chonggi BEMEE 4/4

During the meetings held in 2016 and the first quarter of 2017, the
Audit Committee had performed the work as summarised below:

(i)  reviewed and approved the audit scope and fees proposed by
the external auditor regarding the final audit of the Group for
the year ended 31 December 2016 (the “2016 Final Audit”);

(i)  reviewed the external auditor’s report of findings and qualified
audit opinion in relation to the 2016 Final Audit for the year
ended 31 December 2016;

(i)  reviewed the management accounts of the Group and the
Group's 2016 interim financial statements;

(iv)  reviewed the financial report for the six months ended 30 June
2016;

(v) reviewed the effectiveness of internal control system of the
Group including financial, operational and compliance control
and risk management functions of the Group; and

(vi) reviewed and approved the impairment provision announcement
dated 31 March 2017.
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There was no disagreement between the Board and the Audit
Committee on the selection, appointment, resignation or dismissal of
the external auditors.

The Audit Committee made an assessment on the subject matter
of the audit opinion with reference to the executive directors
of the Company and management of the Group’s explanation
and supporting documents such as settlement confirmations,
confirmations from the customers and suppliers, etc. and/or
correspondence between the sales persons, management of the
Group and the customers and suppliers on the follow-up works and
considered that all the Company’s directors have taken reasonable
effort and due care in assisting the auditor to perform their audit
work. However, due to the limitations of the explanations, evidence
and information that could be provided to the auditor as explained
above, the audit qualifications cannot be avoided for the year ended
31 December 2016.

Regulatory Compliance Committee

The Regulatory Compliance Committee comprises of three members,
namely Mr. Qiu Zhigiang, Mr. Deng Qinghui and Mr. Siu Kai Chun.
Mr. Qiu Zhigiang is the chairman of the Regulatory Compliance
Committee.

The primary duties of the Regulatory Compliance Committee is to
ensure that the Group’s business operations and activities are in
compliance with the relevant laws and regulations, and the Regulatory
Compliance Committee directly reports to the Board.

The Regulatory Compliance Committee shall meet at least once a
year. During the year, three committee meetings were held to review
and discuss the compliance status of the existing business operations
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and activities, with the relevant laws and regulations in the PRC, Hong  &9tREEADI SRR VBN o Sk B 89 B REH 5
Kong and the respective jurisdictions if applicable. Attendance of each T :
member is set out as follows:
Number of committee
meetings attended/held
Committee member ZEERE HE " BITHNZEEEREA
Mr. Qiu Zhigiang (Executive director) HEsaed (1ITES) 3/3
Mr. Deng Qinghui (Executive director) BEELEE(ITES) 3/3
Mr. Siu Kai Chun (Company Secretary) BRELE(RAWE) 3/3
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BOARD DIVERSITY POLICY

The Nomination Committee is also responsible to review the Board
diversity policy. The Board diversity policy ensures the Nomination
Committee nominates and appoints candidates on merit basis to
enhance the effectiveness of the Board so to maintain high standards
of corporate governance. The Company sees diversity at the Board
level as an essential element in maintaining a competitive advantage.
The Company aims to ensure that Board appointments will be made
on the basis of a range of diversity factors, including gender, age,
cultural background, educational background, industry experience
and professional experience. Selection of candidates to join the Board
will be, in part, dependent on the pool of available candidates with
the necessary skills, knowledge and experience. The ultimate decision
will be based on merit and the contribution the chosen candidate will
bring to the Board, having regard for the benefits of diversity on the
Board.

DELEGATION OF MANAGEMENT FUNCTIONS

The Board reserves for its decision all major matters of the Company
including approval and monitoring of all policy matters, overall
strategies and budgets, internal control and risk management
systems, material transactions (in particular those that may involve
conflict of interests), financial information, appointment of directors
and other significant financial and operational matters.

All Directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, with
a view to ensuring that Board procedures and all applicable laws
and regulations are followed. Each Director is normally able to seek
independent professional advice in appropriate circumstances at the
Company’s expense, upon making request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the executive Directors and the senior
management. The delegated functions and responsibilities are
periodically reviewed. Approval has to be obtained from the Board
prior to any significant transactions entered into by the aforesaid
officers.
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ACCOUNTABILITY AND AUDIT

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 December
2016.

The Board is responsible for presenting a balanced, clear and
understandable assessment of annual and interim reports, price-
sensitive announcements and other disclosures required under the
Listing Rules and other statutory and regulatory requirements.

The management has provided to the Board such explanation and
information as are necessary to enable the Board to carry out an
informed assessment of the Company’s financial statements, which
are put to the Board for approval.

The reporting responsibility of the external auditor of the Company
on the consolidated financial statements of the Group are set out in
the Independent Auditor’s Reports in this annual report.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board is responsible for maintaining an adequate internal
control system to safeguard shareholder investments and Company
assets and with the support of the Audit Committee, reviewing the
effectiveness of such system on an annual basis. The Group has
developed its systems of internal control and risk management. The
internal control system of the Group is designed to facilitate effective
and efficient operations, to ensure reliability of financial reporting
and compliance with applicable laws and regulations, to identify and
manage potential risks and to safeguard assets of the Group.

The annual review of the Group’'s internal control system was
conducted during the Period. The annual review of the effectiveness
of the internal control system of the Company including the adequacy
of resources, qualifications and experience of staff of the Company’s
accounting and financial reporting function, and their training
programmes and budget and also any non-compliances with the
applicable laws and regulations, including bill-financing activities were
conducted in the early 2017. The result of the annual review was
satisfactory and no exceptions were noted during the review.

AUDITOR’S REMUNERATION

For the year ended 31 December 2016, the remuneration paid/
payable to the Company’s auditor, PricewaterhouseCoopers,
amounted to approximately RMB1.70 million in respect of the annual
audit service.
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INDEPENDENT AUDITOR

The Audit Committee reviews and monitors the independent
auditor’s independence, objectivity and effectiveness of the audit
process. It receives each year letter from the independent auditor
confirming their independence and objectivity and holds meetings
with representatives of the independent auditor to consider the scope
of its audit, approve its fees, and the scope and appropriateness of
non-audit services, if any, to be provided by it. The Audit Committee
also makes recommendations to the Board on the appointment and
retention of the independent auditor.

COMPANY SECRETARY

The company secretary of the Company, Mr. Siu Kai Chun, is a full-
time employee of the Group. Please refer to his biographical details as
set out on page 47 of this annual report.

Rights of Shareholders to Convene an Extraordinary
General Meeting

Pursuant to article 58 of the articles of association of the Company,
shareholders holding at the date of deposit of the requisition not less
than one tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times
have the right, by written requisition to the Board or the company
secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any business
specified in such requisition; and such meeting shall be held within
two months after the deposit of such requisition. If within 21 days of
such deposit the Board fails to proceed to convene such meeting the
requisitionist(s) himself (themselves) may do so in the same manner,
and all reasonable expenses incurred by the requisitionist(s) as a result
of the failure of the Board shall be reimbursed to the requisitionist(s)
by the Company.

Sending Enquiries to the Board and Procedures for
Putting Forward Proposals at Shareholders’ Meetings
Shareholders or investors can contact the Company in the following
ways to make enquiry or to provide suggestions:

Contact Person: Mr. Siu Kai Chun, company secretary
Postal Address:  Unit 02, 15th Floor, Convention Plaza Office Tower,
1 Harbour Road, Wanchai, Hong Kong

To put forward proposals at a general meeting, the shareholders
should submit a written notice of those proposals with detailed
contact information to the company secretary at the Company’s
principal place of business stated above.
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COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company considers that effective communication with
shareholders is essential for enhancing investor relations and investor
understanding of the Group’s business performance and strategies.
The Company also recognises the importance of transparency
and timely disclosure of corporate information, which will enable
shareholders and investors to make the best investment decisions.

The general meetings of the Company provide a forum for
communication between the Board and the shareholders. The
Company continues to enhance communication and relationship with
its investors. Enquiries from investors are dealt with in an informative
and timely manner.

SHAREHOLDERS’ RIGHTS

To safeguard shareholders’ interests and rights, a separate resolution
would be proposed for each substantially separate issue at
shareholder meetings, including the election of individual directors.

All resolutions put forward at shareholder meetings will be voted on
by poll pursuant to the Listing Rules and poll results will be posted on
the websites of the Company and of the Stock Exchange after each
shareholder meeting.

CHANGES TO CONSTITUTIONAL DOCUMENTS
The Articles were adopted on 27 March 2014 and there is no change
in the Articles since the date of adoption of the Articles up to the date
of this report.

QUALIFIED OPINION

Measures to ensure the audit qualifications would not recur in the
Company's financial results for the subsequent financial years with
the proposed time line as set forth below:

April 2017:
(1) Weekly follow-up and reporting the status of the receivables
and prepayments to the Audit Committee members;

(2)  Follow up closely with the sales and purchasing department
staff who urge for settlements from the relevant customers and
raw materials suppliers of the balances having recoverability
issues;

(3) Prepare the first quarter 2017 consolidated management
accounts and convene an Audit Committee meeting after the
accounts will have been ready by the mid May;
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Closely monitor the operations by the management and
convene a bi-weekly meeting on the operational progress;

Closely monitor the cash flows and report timely to the directors
and management on making commitments to repay the debt
obligations to the borrowings and its interest;

Finance Department will prepare more monthly reports and
schedules such as the ageing report and analysis, the variance
analysis on the forecast and the actual sales and cost of sales
figures, etc.;

Review the existing policy on the credit period to the trade
receivables and the policy of making prepayment to the
raw materials suppliers by the department heads with the
management and enhance management control over credit
review prior to issuance and ongoing review;

Urgent Issue Task Force mainly from the department heads,
general manager and directors will be formalized to supervise
the overall operational and financial health of the Group;

Those above points will be follow up closely every month until
the going concern indicator will have been relieved; and

Regarding the prepayments to the two suppliers, the Group
continues the purchases from the first supplier and will continue
to pursue utilization of the prepayments, therefore the Group
does not anticipate to take any legal action for the time being.
For the second supplier, the Group has been communicating
with the supplier and expects to send a legal letter to the
supplier to demand for the settlement of the outstanding
prepayment amount by the end of April 2017. If the second
supplier still fails to make settlement of the outstanding
prepayment made by the Group or supply raw materials to the
Group, the Group will formally take out legal proceedings in the
appropriate District Court by May 2017.

May 2017:

)
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Finance Department, Sales Department and Purchasing
Department heads will have a follow-up meeting with the
management and directors to review the progress of the works
since April;

Expect to receive certain settlements from the PEl customers;
and

Make an appointment with auditor for the interim review if
necessary.
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June 2017:

(1)  Prepare management accounts with the relevant schedules and
have an internal meeting with department heads, management
and directors to discuss the situation and progress after follow
up;

(2)  Review the impairment provision policies; and

(3) Report the progress especially on the going concern related
matters to the Audit Committee and the Board members by the
management.

September 2017:

(1) Convene a third quarter meeting with the Audit Committee and
the Board members on the progress of follow up on the going
concern related matters.

October to November 2017:
(1) Review the situation and consider to make further provision (if
needed) before the year-end date of 31 December 2017; and

(2)  Follow up with the sales personnel and general manager of
Hongtai (China) Co., Ltd. to demand for the settlements from
the PEI customers.

December 2017:

(1) Before the year-end date, make a self-assessment of the
receivables, prepayments, liquidity and commitments and
communicate earlier with the auditor on the going concern
related matters.

DELAY IN PUBLICATION OF THE RESULT
ANNOUNCEMENT

The delay in publication of the annual results announcement for the
year ended 31 December 2016 of the Company was in breach of Rule
13.49(1) of the Listing Rules.

In the future, the Company will convene the audit committee and
the board meeting to review and approve the Company’s results
announcements well in advance before the deadline for publication of
the results announcement as required under the Listing Rules.
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DIRECTORS AND SENIOR MANAGEMENT

ESREREERE

EXECUTIVE DIRECTORS

Mr. Lin Qingxiong (#;&#) (also known as Lin Shiti (#RzF82) (“Mr.
Lin")), aged 50, is the chairman and executive Director. Mr. Lin co-
founded Hongtai (China) Co., Ltd (ZA (&) F R A 7)) (“Hongtai
(China)”) with Mr. Qiu (defined below) and an Independent Third
Party in 2004. Mr. Lin is responsible for the overall development and
strategy of the Group and has played an important role in establishing
the Group's presence in the PRC textile and clothing industry. Mr. Lin
has over 11 years of experience in the textile and clothing industry in
the PRC. Prior to founding Hongtai (China) in 2004, Mr. Lin founded
Shishi Gang Yi Dyeing Finishing & Wearing Co., Ltd. (5T /& a5
135G PR A A]) which was engaged in the textile, clothing and dyeing
industry, in July 2001, where he acted as the director and vice general
manager until April 2009. Shishi Gang Yi Dyeing Finishing & Wearing
Co., Ltd. is one of our suppliers since 2006. Mr. Lin disposed of his
27% equity interests in Shishi Gang Yi Dyeing Finishing & Wearing
Co., Ltd. in May 2009 to an Independent Third Party because Mr. Lin
decided to focus on the business development of the Group. Mr. Lin
was appointed as the standing director of the first council of China
Chamber of International Commerce Shishi Chamber of Commerce (#2
HEEEe A MmEeE/EESS) in December 2005. In December
2011, he was appointed as the vice standing president of the third
council of Shishi Textile & Garments Commerce Chamber (/5 0 47
MR e E = EIEES). Mr. Lin was appointed as the president of
the second council of Shishi Hongshan Chamber of Commerce (A%
EIEEE —EEES) in November 2012 and the vice president of
Shishi Federation of Industry & Commerce (A%ITH L EBa = (4
=) in May 2013.

Mr. Qiu Zhiqiang (EB87&38) (“Mr. Qiu”), aged 48, is the executive
Director and the general manager of Hongtai (China). Mr. Qiu was
one of the co-founders of Hongtai (China) in 2004. Mr. Qiu is primarily
responsible for the daily operation of the Group and overseeing the
sales department and procurement department. Mr. Qiu has about
24 years of experience in the textile and clothing industry. From
1989 to 2003, he worked in the production, development and sales
of textile products in the Philippines, Mr. Qiu became a member of
Textile Producers Association of the Philippines, Inc. (GERE #7457 %
AE) in October 1996. Mr. Qiu had engaged in the development of
the textile industry and sales and development of textile products in
the Philippines. In October 1996, he was appointed as the member
of the Philippine Cotton Goods Wholesalers Association. Mr. Qiu was
appointed as the committee member of the first council of Shishi
Youth Chamber of Commerce (A EFREE—JEIEEE) in
2011. He was primarily responsible for the sales and procurement of
textile products.
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DIRECTORS AND SENIOR MANAGEMENT EER aREEE

Mr. Deng Qinghui (88 E ) (“Mr. Deng”), aged 45, is the executive
Director, the vice general manager of Hongtai (China) and the head
of the administration and human resources department. Mr. Deng
completed a computer information management course in Peking
University in July 2004. Mr. Deng joined the Group in March 2010.
Prior to joining the Group, Mr. Deng was the human resources
manager of Xingye Leather Technology Co., Ltd. (B 37 BRI
AR /A7), a company engaging in the leather industry in the PRC
and listed on the Shenzhen Stock Exchange (Stock code: 002674)
in 2012, from 2006 to 2007. From September 2007 to June 2009,
Mr. Deng was the human resources director of Fujian Fuma Food
Group Limited (f22@ 5 R MEB AR A 7)) which carried out food
production business in the PRC. Mr. Deng obtained the qualification
of National Corporate Trainer (123 £23)IIff) in the PRC in 2007. He
was also awarded as the “Advanced Worker of the Human Resources
of the National Textile Industry” (“2B#H#3E A N ERTIELETIE
&") by the China National Textile and Apparel Council (B #h %% A4
mEEFIE L) in 2013.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yu Yubin (8I§i38) (“Mr. Yu”), aged 45, was appointed as
the independent non-executive Director on 27 March 2014. Mr. Yu
graduated with a bachelor’s degree in English from Fujian Normal
University in June 1999. Mr. Yu is currently a practicing lawyer at Titan
& Partners and prior to joining Titan & Partners in July 2009, he was a
teacher at the senior section of Fujian Jinjiang Yang Zheng Secondary
School (B2 & /T5& FH 25 EF) from August 1992 to June 2003.
Mr. Yu then worked in Xingye Leather Technology Co., Ltd. (FZ£R7
PR AR 2 7)) from 2003 to 2009.

Mr. Ma Chongqi (555Rk) (“Mr. Ma"), aged 52, was appointed as
the independent non-executive Director on 27 March 2014. Mr. Ma
graduated from Tianjin Polytechnic University with a major in textile
engineering (474% T 12) (formerly known as Tianjin Institute of Textile
Science and Technology) in July 1987. Mr. Ma has been a professor
at Tianjin Polytechnic University since October 2010. Mr. Ma has been
teaching at Tianjin Polytechnic University since July 1987 as an assistant
lecturer from July 1988 to September 1993, a lecturer from October
1993 to September 2000 and an assistant professor from October
2000 to September 2010.

In September 2016, he served as the China Textile Engineering Society
the 25th council members of cotton textile professional committee. In
December 2016, he served as the China Association for Science and
Technology Association of Intelligent Weaving Association members
of the expert committee. In December 2016, he served as China
Science and Technology Commission members of Filament Weaving
Association.
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DIRECTORS AND SENIOR MANAGEMENT EERk e EEE

Mr. Chan Sui Wa (B #%) ("Mr. Chan"), aged 42, was appointed
as the independent non-executive Director on 27 March 2014.
Mr. Chan has over 17 years of experience in auditing, finance,
accounting, corporate governance and risk management. Mr. Chan
graduated with a bachelor’s degree in business administration from
the Hong Kong University of Science & Technology in November
1997 and obtained a master's degree in corporate governance from
the Hong Kong Polytechnic University in October 2011. Mr. Chan is
currently a member of both of the Hong Kong Institute of Certified
Public Accountants and the Institute of Chartered Secretaries and
Administrators. Mr. Chan is also a fellow member of Association
of Chartered Certified Accountants. Mr. Chan is currently the sole
proprietor of S. W. Chan & Co. (FR¥mZEE TR 7FT), an accounting
firm engaging in the provision of assurance, business advisory and tax
services.

Mr. Chan had prior experience working in public accounting
firms such as Deloitte Touche Tomatsu, Arthur Andersen and
PricewaterhouseCoopers in Hong Kong. He also held the position of
group financial controller for Luxking Group Holdings Limited (/7 £
EEIERAPR A 7)) and Cacola Furniture International Limited (&
LURFABIBR B R 2 B)), which are companies listed on the Singapore
Exchange.

Mr. Chan is also currently the Chief Financial Officer of Premiere
Eastern Energy Limited (ASX: PEZ), a company listed in the Australian
Securities Exchange.

SENIOR MANAGEMENT

Mr. Zhang Wenwang (5&3ZfE) (“Mr. Zhang"), aged 53, is the vice
general manager of Hongtai (China) and the head of the production
department. Mr. Zhang obtained a bachelor’s degree from Tianjin
Institute of Textile Science and Technology (K3£%74% T £7) (now
known as Tianjin Polytechnic University (K& T2 K2)) with a
major in textile engineering (#7%% T4%) in July 1983. Prior to joining
our Group in 2011, Mr. Zhang had worked as the chief engineer of
several enterprises in the PRC. In December 1995, Mr. Zhang was
qualified as a senior engineer (7% T#2£M). Mr. Zhang was a member
of Shanxi Province Enterprise Technology Innovation Committee (L7
BEERMEFTEREZES).
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DIRECTORS AND SENIOR MANAGEMENT EER aREEE

Ms. Liu Xuemin (£2|2#)) (“Ms. Liu”), aged 56, is the chief engineer
of Hongtai (China) and the head of the research and development
department. Ms. Liu obtained a bachelor’s degree from Tianjin
Institute of Textile Science and Technology (Ki£%74% T £657%) (now
known as Tianjin Polytechnic University (K33 T 2 K £2)) with a major
in textile engineering (474% T#2) in July 1983. Prior to joining the
Group in 2011, Ms. Liu had worked in the research and product
development of several enterprises in the PRC. In December 1995,
Ms. Liu was qualified as a senior engineer (= 4% TF2FM). Ms. Liu was
appointed as a member of China Textile Engineering Society Cotton
Textile Professional Committee Wearing Technology Group (/R B4 4%
TiRESRMBERETESHIESA) in September 2003.

Mr. Siu Kai Chun ( 8 B & ) (formerly Siu Kwok Yee ( 3 B % )
(“Mr. Siu”)), aged 48, is the chief financial officer and company
secretary of the Group. Mr. Siu joined the Group in May 2013 and is
primarily responsible for the overall financial management, corporate
governance, investors relationship and financial operations of the
Group. Mr. Siu has over 18 years of experience in auditing, finance
and accounting. Mr. Siu graduated from the City University of Hong
Kong with a bachelor’s degree in business studies in December
1994, completed the executive master of business administration
programme at Lingnan (University) College, Sun Yat-sen University (2
KB (K2 )E[R), Guangzhou, China in November 2003 and
obtained the master of science degree in Finance from the University
College Dublin, The National University of Ireland in October 2016.
Mr. Siu is currently a fellow member of the Hong Kong Institute of
Certified Public Accountants, the Association of Chartered Certified
Accountants and the Institute of Chartered Accountants in England
and Wales. Prior to joining the Group, Mr. Siu was a senior manager
at Ernst & Young Transactions Limited from June 2012 to May 2013.
Mr. Siu was the financial controller from June 2003 to March 2005
and the chief financial officer from April 2005 to March 2012 at
CHT (Holdings) Ltd., a company engaging in the manufacture and
sale of adhesive tapes, respectively. Mr. Siu also worked as a senior
auditor at Ernst & Young from 2000 to 2003, a senior accountant at
Debbie Morgan Trading Limited in 1999 and a tax accountant and
auditor at PricewaterhouseCoopers from 1994 to 1998. Mr. Siu is
currently an independent non-executive director of China Nonferrous
Metals Company Limited (HKEX: 8306), a company listed in the Stock
Exchange of Hong Kong.
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REPORT OF THE DIRECTORS

EEEHES

The Directors of the Company (the “Directors”) are pleased to present
the annual report of the Company with the audited consolidated
financial statements of the Group for the year ended 31 December
2016.

PRINCIPAL ACTIVITIES

The Group is engaged in the design, manufacturing and sales of
fabrics and yarns in the People’s Republic of China. The principal
activity of the Company is investment holding. The Group commenced
the trading of polyetherimide during the year ended 31 December
2016. Details of the principal activities of its principal subsidiaries are
set out in note 32 to the consolidated financial statements.

BUSINESS SEGMENTS

The Group is engaged in the manufacturing and sale of fabrics
and yarns. Business analysis of sales, segment results, total assets
and capital expenditure are set out in note 5 to the accompanying
financial statements.

GEOGRAPHICAL SEGMENTS

The Group operates in two main geographical areas, the Mainland
China and Hong Kong. Geographical analysis of sales, segment
results, total assets, and capital expenditure are set out in note 5 to
the accompanying financial statements.

BUSINESS REVIEW

For details of business review in relation to the development,
performance or position of the Company’s business, please refer to
the section headed “Management Discussion and Analysis” of this
annual report.
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ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

As a responsible corporation, the Group is committed to maintaining
the highest environmental and social standards to ensure sustainable
development of its business. To the best knowledge of the Directors,
the Group has complied with all the relevant laws and regulations
that have a significant impact on the Group in relation to its business
including health and safety, workplace conditions, employment and
the environment. The Group understands that a better future depends
on everyone's participation and contribution. It has encouraged all
employees to participate in environmental and social activities which
benefit the community as a whole.

Thanks to its active engagement in the enhancement of management
measures and technology improvement, the Group incurred less unit
electricity consumption and expenses in production as compared to
that of last year. The Group also advocated conservation of resources
in office and encouraged employees to develop good habits, conserve
resources and energy to build a green and comfortable office
environment.

The Group will issue a separate environmental, social and governance
report for the year ended 31 December 2016 in due course with the
relevant requirements of the Listing Rules.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2016 are
set out in the consolidated financial statements of this annual report.

The Directors do not recommend the payment of a dividend for the
year ended 31 December 2016 (2015: Nil).

RESERVES

Details of movement in the reserves of the Group for the year ended
31 December 2016 are set out in note 15 to the consolidated financial
statements and in the consolidated statement of changes in equity.

As at 31 December 2016, there was approximately RMB500.7 million
reserve of the Company available for distribution (2015: RMB478.7
million).

DONATIONS
The Group did not make any charitable and other donations during
the year (2015: Nil).
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PROPERTY, PLANT AND EQUIPMENT

Details of property, plant and equipment of the Group are set out in
note 7 to the consolidated financial statements.

SHARE CAPITAL

Details of and reasons for movements in the share capital of the
Company during the year under review are set out in note 14 to the
consolidated financial statements.

TAX RELIEF

The Company is not aware of any tax relief or exemption available to
the shareholders of the Company by reason of their holding of the
Company’s securities.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 159-160 of this
annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year
ended 31 December 2016.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights over shares of the
Company under the Company'’s articles of association (the “Articles”)
or the laws of Cayman Islands where the Company is incorporated,
which would oblige the Company to offer new shares on a pro-rata
basis to existing shareholders of the Company.
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DIRECTORS

The Directors of the Company during the year and up to the date of
this report are as follows:

Executive Directors

Mr. Lin Qingxiong (Chairman)
Mr. Qiu Zhigiang

Mr. Deng Qinghui

Independent non-executive Directors
Mr. Ma Chonggi

Mr. Yu Yubin

Mr. Chan Sui Wa

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

The biographical details of the Directors are set out in the section
headed “Directors and Senior Management”.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service contract
with the Company which has been renewed on 27 March 2017 for a
term of three years. Each of the independent non-executive Directors
has entered into a letter of appointment with the Company which
has been renewed on 27 March 2017 for a term of three years.
None of the Directors has a service contract with the Company or
any of its subsidiaries which is not determinable by the Group within
one year without payment of compensation other than statutory
compensation.
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DISCLOSURE PURSUANT TO RULE 13.51B(1) OF
THE LISTING RULES

Pursuant to the service contracts entered into by each of executive
directors as disclosed in the paragraph headed “Directors’ services
contracts” above, each of Mr. Lin Qingxiong, Mr. Qiu Zhigiang and
Mr. Deng Qinghui is entitled to a monthly salary of RMB14,500,
RMB14,500 and RMB11,583, respectively. In addition, pursuant
to the above service contracts, each of them is also entitled to a
management bonus in respect of each financial year in such sum as
the Board may in its absolute discretion determine aggregate amount
of management bonuses payable to all directors.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision (as defined in section 469 of the
Companies Ordinance (Chapter 622 of the Laws of Hong Kong)) for
the benefit of the Directors of the Company is currently in force and
was in force throughout the year.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of its independent non-
executive Directors confirmation of his/her independence and the
Company considers that each of them to be independent based on
the guidelines set out in Rule 3.13 of the Listing Rules.
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EMOLUMENT POLICY

The emolument policy of the employees of the Group is set up
by the management on the basis of their merit, qualifications and
competence.

The Remuneration Committee considers and recommends to
the Board on the remuneration and other benefits paid by the
Company to the Directors by reference to the Company’s operating
results, individual performance and comparable market rates. The
remuneration of all Directors is subject to regular monitoring by
the Remuneration Committee to ensure that the levels of their
remuneration and compensation are appropriate.

As at 31 December 2016, the Group had an aggregate of 516 full-
time employees (as at 31 December 2015: 785). Employee costs
including directors’ emoluments totalled RMB26.1 million for the year
of 2016 (2015: RMB30.0 million). The Group recruited and promoted
individual persons according to their strength and development
potential. The Group determined the remuneration packages of
all employees including the Directors with reference to individual
performance and current market salary scale.

The Group regularly reviews the emolument package of the existing
employees, considers increment of salaries and conducts some long-
term incentive scheme when appropriate.

Details of Directors’ remuneration are set out in note 28 to the
financial statements.
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DISCLOSURE OF INTERESTS IN SECURITIES

A.

YA

Directors’ interests in the shares of the Company

As at 31 December 2015, the interests and/or short positions of
the Directors of the Company in the shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO") which will have to be 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 in
which they are taken or deemed to have under such provisions
of the SFO), or which will be required, pursuant to section 352
of the SFO, to be entered in the register referred to therein,
or which will be required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers contained in the
Listing Rules, once the shares are listed, will be as follows:

Interests in the Company:

(@  Ordinary shares of HK$0.01 each of the Company

Name of Director Capacity/Nature of interest

Number of shares
held in the Company

EA%#EP MR IR R

EERNARARGFHER

R-ZE-—RAF+-A=1t—H AQAES
ERD EHRRARR REABAE(EER
RBESF RGO ([EHRHEED ) FEXV
BRI - BRI S ERRE T - HAAR
TEM%&HHiﬂImW‘J%XV*B%7&8"*B%Dﬁ>$
NERE R TR N R R (BER SR
& L%&H)%fﬂlﬂﬁ‘u:ﬁtﬂmi%ﬁi”‘{’E‘JZ%E{’E%E
BRRmIAR)  RIEEZ MIEGDIE
3521'7&45‘%3nEE/\*ETFSZMW/E\TEE’Jyﬁuﬂﬂﬁ
Wiz K, FOAR - ARE ERRAK BT
TABRHETE %? %E’JTm+—rE\'J>>Efo/ﬁt

mMEBAME AR X TR RS &SROk
B2
KL Ty -

(@) ARBHHEE.OVEITHE B

Approximate
percentage of
shareholding
in the Company

AR A FRRE
EEHR 51 RmHE s ARROEE BOBEDL
Mr. Lin Qingxiong Interest of a controlled corporation 280,000,000 shares (note) 18.06%
(long position)
MBS E RiEEE R 280,000,0008% (Bfi7¥)
(F#)
Beneficial owner 20,340,000 shares 1.31%
(long position)
-t 2PN 20,340,0000% (47 &)
Mr. Qiu Zhigiang Beneficial owner 140,000,000 shares 9.03%

oG ¥ BEmBEEA

Note:

These shares are held by Merit Lead Investments Limited,
the entire issued share capital of which is owned by Mr. Lin
Qingxiong.
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Interests in the associated corporation of the Company:

Name of associated
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RE LR G % B -

Number of shares

Capacity/Nature of held in the associated

Approximate
percentage of
shareholding in
the associated

Name of Director corporation interest corporation corporation

LR EE
EEHE HEEEER B RERME i EER A E A BRESAEDL
Mr. Lin Qingxiong  Merit Lead Investments ~ Beneficial owner One share of US$1.00 100%

Limited
MOBLESAE EAREBR AR BE=mEAA
Save as disclosed above, as at 31 December 2016, none of the
directors of the Company had any interests or short positions in
any shares and underlying shares of the Company or any of its

associated corporations.

Substantial shareholders’ interests in the shares of
the Company

As at 31 December 2016, so far as the Directors are aware, the
following persons (not being a Director of the Company) had
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 who will, directly or indirectly, be interested in 5%
or more of the Company’s issued share capital:

(long position)

—fXEE1.00E T (4 &)

B EXEBEEIN

RZE—RF+=A

=t—H BEARRAEERAARHEML
AR R A B R T B D RARBER I P B (T

TR -

B. FERRRAQFRMDPAIELR

REERM R_FT-—R"F+_A=+—
B TOAT(AEEARRES)EAREE
7 R B GBI EXVERSE 2 K2 37 BR R AR FE 28 (R
A7) ) R Bt 32 P 150 B ) B ) sl AR RR A A RO
YRR - HERIEENARF5% KA
R B BTN A s

Approximate
percentage of

Name of shareholding in
shareholder Capacity/Nature of interest Number of shares the Company
hALD TR fE
BREREE B1in  REEME REE BHAE DL
Merit Lead Investments  Beneficial owner 280,000,000 shares 18.06%
Limited (note) (long position)
ENREBR AR ExmEEA 280,000,0000% (4F &)
(F3E)
Mr. Cai Jinxu Beneficial owner 81,400,000 shares 5.25%
(long position)
HEMWEE ExnEEA 81,400,0008% (47 &)
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Note:

Merit Lead Investments Limited is a company incorporated in the British
Virgin Islands, the entire issued share capital of which is owned by Mr.
Lin Qingxiong.

Save as disclosed above, as at 31 December 2016, the directors
of the Company are not aware of any other persons (other than
the directors of the Company whose interests are set out in
the section “Directors’ interests in the shares of the Company”
above) who held any interests or short positions in the shares,
or underlying shares of the Company as recorded in the register
required to be kept under section 336 of the SFO.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in the below section of “Share option scheme”,
at no time during the year was the Company, its holding company,
or any of its subsidiaries a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other
body corporate.

SHARE OPTION SCHEME

The Company conditionally adopted the share option scheme on
27 March 2014, and such scheme has become effective on the
Listing Date (the “Share Option Scheme”). The purpose of the Share
Option Scheme is to recognize and acknowledge the contribution
of the eligible participants made to the Group. The Board may, at
its discretion, grant options pursuant to the Share Option Scheme
to Directors (including the independent non-executive Directors),
the Company’s subsidiaries, employees of the Group and other
persons the Board considers have contributed or will contribute to
the Group. The maximum number of shares in respect of which
options may be granted under the Share Option Scheme must not in
aggregate exceed 10% of the issued share capital of the Company (i.e.
100,000,000 shares), unless otherwise approved by the shareholders
of the Company in general meeting and/or other requirements
prescribed under the Listing Rules. The subscription price of a share
in respect of a particular option shall be not less than the highest of
(a) the official closing price of the Shares on the daily quotation sheet
of the Stock Exchange; (b) the average official closing price of the
shares on the daily quotation sheet of the Stock Exchange for the
five business days immediately preceding the date of grant; and (c)
the nominal value of a share. The Share Option Scheme shall remain
effective within a period of 10 years from that date.
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The Company granted 50,000,000 share options for the subscription
of 50,000,000 shares of the Company to certain directors and
substantial shareholders, suppliers and customers of the Group on 25
May 2016 (”Date of Grant”), representing 3.2% of the total number
of shares of the Company in issue as at the date of this annual report.
The maximum number of shares issued and to be issued in respect
of which options may be granted under the Share Option Scheme to
each Eligible Participants in any 12-month period up to the date of
grant shall not exceed 1% of the shares in issue at the date of grant,
unless with the prior approval from the Company’s shareholders
and with such participants and his associates abstaining from voting.
Options granted to any Director or substantial shareholder of the
Company, or any of their respective associates, shall be subject to the
prior approval of the independent non-executive Directors. Where any
option granted to a substantial shareholder or an independent non-
executive Director, or any of their respective associates, would result
in the shares issued and to be issued upon exercise of all options
already granted and to be granted to such person in the 12 month
period, (i) representing in aggregate over 0.1% of the shares in issue
and the date of such grant; and (i) having an aggregate value, based
on the closing price of the shares, in excess of HKD5 million, such
grant of options shall be subject to prior approval of the Company’s
shareholders in general meeting by way of poll.

The exercise price of the options granted is HK$0.5 and the exercise
period is for one year.

An offer of a grant of an option under the Share Option Scheme
shall remain open for acceptance for 30 days from the date of grant.
Upon acceptance of the option, the grantee shall pay HKD1 (or an
equivalent amount in RMB) to the Company by way of consideration
for the grant. Options may be exercised in accordance with the terms
of the Share Option Scheme at any time from the date of grant until
the expiry of 1 year from such date. The subscription price shall be
determined by the Board in its absolute discretion, and in any event
shall not be less than the highest of (i) the closing price of the shares as
stated in the daily quotation sheets of the Stock Exchange on the date
of grant, (ii) the average closing price of the shares as stated in the
daily quotation sheets of the Stock Exchange for the five business days
immediately preceding the date of grant, and (iii) the nominal value of
a share. An option may be exercised in accordance with the terms of
the Share Option Scheme at any time after the date upon which the
option is deemed to be granted and accepted and prior to the expiry
of 1 year from that date. The period during which an option may be
exercised will be determined by the Board in its absolute discretion,
save that no option may be exercised more than 1 year after it has
been granted. No option may be granted more than 1 year after
the date of approval of the Share Option Scheme. Subject to earlier
termination by the Company in general meeting or by the Board, the
Share Option Scheme shall be valid and effective for a period of 1
year from the date of adoption.
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During the year ended 31 December 2015, 50,000,000 share options REE-Z—FHF+-_A=+—HIFE  2BE
were exercised to convert into the ordinary shares under the Share  BERRFEETEI7T{#50,000,00010 BB AE - LABEHA A
Option Scheme. The summary below sets out the details of movement — EAZA% (7D o LA TEERL 7R 15 BB AR FE AT B11% H /O B8
of options granted for the year ended 31 December 2015 pursuantto  BHEREE —T—AF+-_A=+—HItFENE

the Share Option Scheme: B)EFI5 -
Number of share option
ERELE
(Closing price Balance Cancelled/

of the shares asat Granted  Exercised lapsed  Balance as at

Exercise on the date lanuary  duringthe  duringthe  duringthe 31 December

Name Date of grant Exercise period price of grant 2016 year year year 2016

R RZE-»E RZB-AE

REAMN  -A-BK ERd#/ tAZt-B

5] ReiAA 8 ke RHUTE &h Ehge  FRTE XM e

HKS HKS
B AR

Ms. Cai Peilan 25 May 2016 25 May 2016 to 24 May 2019 05 05 10,000,000 - 10,000,000 - -
Zalnt ZEERAZTRR ZE-RERAZTRRE
“E-NERAZTEA

Ms. Chen Shuangying 25 May 2016 25 May 2016 to 24 May 2019 05 05 10,000,000 - 10,000,000 - -
REZat ZEERAZTRR ZERERAZTRRE
“E-NERAZTEA

Ms. Wu Bingying 25 May 2016 25 May 2016 to 24 May 2019 05 05 5,000,000 - 5,000,000 - -
kBT ZE-NERAZTRER 5 ERACTHAE
“E-NERAZTEA

Mr. Wang Jianfang 25 May 2016 25 May 2016 to 24 May 2019 05 05 10,000,000 - 10,000,000 - -
IEERL ZE-RERAZTRR ZE-ERACTRAZ
“ENFRAZTER

Mr. Fu Zipeng 25 May 2016 25 May 2016 to 24 May 2019 05 05 5,000,000 - 5,000,000 - -
oy Vi ZE-RERAZTRR 5 ERACTRAZ
“ENFRACTER

Ms. Hong Xiaohong 25 May 2016 25 May 2016 to 24 May 2019 05 05 5,000,000 - 5,000,000 - -
HMIRT ZE-NERAZTRER - ERACTHAE
“ENFRACTER

Ms. Qiu Yuling 25 May 2016 25 May 2016 to 24 May 2019 05 05 5,000,000 - 5,000,000 - -
it ZEERAZTRR ZE-RERAZTRRAE
“E-NERAZTEA

Total 50,000,000 50,000,000 -

3t
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Share options granted

The fair value of services received determined by reference to the
fair value of share options granted at the date of grant is expensed
on a straight-line basis over the vesting period, with a corresponding
increase in equity.

For the share options granted by the Company, when they are
exercised, the amount previously recognised in share options reserve
will be transferred to share premium. When the share options are
forfeited after the vesting date or are still not exercised at the expiry
date, the amount previously recognised in share options reserve will
continue to be held in share options reserve. When the share options
are forfeited after the vesting date or are still not exercised at the
expiry date, the amount previously recognised in other reserve will
continue to be held in other reserve.

CONTRACTS OF SIGNIFICANCE

No contracts of significance in relation to the Group’s business to
which the Company or any of its subsidiaries, was a party and in
which a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year or at any time during the year.

No contract of significance has been entered into between the
Company or any of its subsidiaries and the controlling shareholders (as
defined in the Listing Rules) of the Company or any of its subsidiaries.

MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, the aggregate sales attributable to the
Group’s largest and five largest customers were 15.4% and 49.7%
of the Group’s total sales respectively (2015: 15.5% and 42.3%).
The aggregate purchases attributable to the Group’s largest and
five largest suppliers were 24.3% and 49.6% of the Group's total
purchases respectively during the year under review (2015: 15.1%
and 39.9%).

During the year, none of the Directors, their associates or any
shareholders (who to the knowledge of the Directors owned more
than 5% of the issued share capital of the Company) had any interest
in any of the five largest customers or suppliers of the Group.

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

Being people-oriented, the Group ensures all staff are reasonably
remunerated and continues to improve and regularly review
and update its policies on remuneration and benefits, training,
occupational health and safety.

The Group maintains a good relationship with its customers. A
customer complaint handling mechanism is in place to receive, analyse
and study complaints and make recommendations on remedies with
the aim of improving service quality.

The Group is in good relationship with its suppliers and conducts a
fair and strict appraisal of its suppliers on an annual basis.
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MANAGEMENT CONTRACTS

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

CONNECTED TRANSACTIONS

No connected transactions were incurred during the year ended 31
December 20176.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, from the Listing Date and
up to the date of this report, the Company has maintained a sufficient
public float of at least 25% of the Company's issued share capital as
required under the Listing Rules.

DIVIDEND POLICY

The Board has resolved not to recommend the payment of any final
dividend for the year ended 31 December 2016 (2015: Nil). As there is
no interim dividend payable during the year, there will be no dividend
distribution for the whole year at 2016.

BOARD COMMITTEES

The Company comprises the Nomination Committee, the
Remuneration Committee, the Audit Committee and the Regulatory
Compliance Committee as described from page 33 to 41 of this
annual report.
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DIRECTORS’
BUSINESS

Each of the Directors has confirmed that he is neither engaged, nor
interested, in any business which, directly or indirectly, competes or
may compete with the Group's business.

INTERESTS IN COMPETING

NON-COMPETITION UNDERTAKINGS BY THE
CONTROLLING SHAREHOLDERS

Each of Merit Lead Investments Limited, Mr. Lin Qingxiong, Mr. Qiu
Zhigiang and Mr. Cai Jinxu, being controlling shareholders of the
Company, has entered into a deed of non-competition on 27 March
2014 (the “"Deed of Non-Competition”) so as to better safeguard the
Group from any potential competition and to formalise the principles
for the management of potential conflicts between them and to
enhance its corporate governance in connection with the listing of the
shares on the Stock Exchange.

The independent non-executive Directors were not required to review
any matter in relation to compliance and enforcement of the Deed of
Non-Competition during the Period.

The Company has received written confirmation from Mr. Lin
Qingxiong, Mr. Qiu Zhigiang and Mr. Cai Jinxu, being controlling
shareholders of the Company on 30 March 2015 that they have
complied with the terms of the deed of non-competition and consent
to the respective terms and conditions.

LITIGATION

Neither the Company nor any of its subsidiaries is engaged in any
litigation or arbitration of material importance and no litigation
or claim of material importance was known to the Directors to be
pending or threatened against the Company or any of its subsidiaries
during the year under review.
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SUBSEQUENT EVENTS

Proposed very substantial acquisition

As disclosed in the paragraph head “Proposed very substantial
acquisition” under the section headed “Management Discussion
and Analysis — Business Review"” in this annual report, on 11 January
2017 and 20 March 2017, a wholly-owned subsidiary of the
Company entered into conditional sale and purchase agreements
to an aggregate 96.7% equity interest in Iron Mining International
(Mongolia) Limited, a company incorporated in the British Virgin Islands
which is principally engaged in the exploration, mining, processing,
sales and marketing of iron ore mainly in Eruu Gol Mining Area in
Mongolia. Completion of the acquisition of Iron Mining International
(Mongolia) Limited is subject to certain conditions precedent including
the approval from the independent shareholders of the Company. For
details of the proposed very substantial acquisition, please refer to the
announcements of the Company dated 13 March 2017 and 21 March
2017.

Issue of bond

From the year end date of 31 December 2016 to the date of
announcement, the Company issued corporate bond of approximately
HKD10.0 million, HKD10.0 million and HKD10.0 million, respectively,
on 19 January, 17 February and 21 February 2017, respectively, for
the raising of working capital purpose.

AUDITOR

The financial statements have been audited by PricewaterhouseCoopers.
A resolution to reappoint PricewaterhouseCoopers, the independent
auditor of the Company will be proposed at the forthcoming annual
general meeting.

On behalf of the Board
Lin Qingxiong
Chairman

Hong Kong, 31 March 2017
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INDEPENDENT AUDITOR’S REPORT

.

pwec

To the Shareholders of WangTai Holdings Limited
(Incorporated in Cayman Islands with limited liability)

QUALIFIED OPINION

What we have audited

The consolidated financial statements of Wang Tai Holdings Limited
(the “Company”) and its subsidiaries (the “Group”) set out on pages
63 to 158, which comprise:

o the consolidated statement of financial position as at 31
December 2016;

o the consolidated statement of comprehensive income for the
year then ended;

o the consolidated statement of changes in equity for the year
then ended;

o the consolidated statement of cash flows for the year then
ended; and

° the notes to the consolidated financial statements, which
include a summary of significant accounting policies.

Our qualified opinion

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our report,
the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2016,
and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with International
Financial Reporting Standards (“IFRSs”) and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.
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BASIS FOR QUALIFIED OPINION

1.

64

Recoverability of Trade Receivables

As described in Notes 5 and 12 to the consolidated financial
statements, the Group started a new business of trading of
polyetherimide products (“PEI"”) during the year ended 31
December 2016. Despite the original credit term offered to
customers of this PEI business was 270 days after shipment date,
it was further revised to one year after customers’ confirmations
on receipt of goods. As a result, all of the related receivables
from the PEI trading during the year remained unsettled at 31
December 2016, and they will not be due for settlement until
May 2017 or later. Furthermore, after various negotiations a
5% sales discount was offered by the Group and recorded
in connection with a majority of these trading transactions
following quality claims from certain customers. No impairment
was provided against these PEl receivables of RMB332,593,000
as at 31 December 2016.

In addition, as described in Note 12 to the consolidated
financial statements, the Group had trade receivables arising
from sales of yarns and fabrics amounted to RMB327,541,000,
against which an impairment provision of RMB129,888,000
was made as at 31 December 2016. The aging profile of these
receivables had been much deteriorated in 2016, such that
total receivables of RMB206,034,000 were past due as at that
date. The Group had reached settlement confirmations with
a majority of the customers with overdue receivables balances
amounting to RMB232,913,000, and an impairment provision
of RMB41,257,000 was made against amounts not covered
by the settlement confirmations. For the remaining trade
receivables of RMB94,628,000, the Group was either unable to
contact the customers or reach settlement confirmations, and
therefore set aside a provision of RMB88,631,000 based on the
ageing profile of these receivables.
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BASIS FOR QUALIFIED OPINION (continued)

1.

Recoverability of Trade Receivables (continued)

In respect of the receivables arising from sales of PEI and
yarns and fabric described above, management was not able
to provide us with satisfactory explanation and adequate
information to support their recoverability assessment, including
but not limited to, information about the financial strength
of the customers to honour the settlement obligations, and
the details and reasons for the Group not being able to reach
settlement confirmations with certain customers. Moreover,
some of these customers were not contactable. Furthermore,
given the short history of the PEIl sales and the overseas sales
of yarns and fabric, management was not able to provide to us
with adequate information on the credit history and settlement
patterns of these customers. As such, we were unable to obtain
sufficient appropriate audit evidence to ascertain the valuation
assessment made by the directors of the Company on these
receivables. There were no alternative audit procedures that we
could perform to satisfy ourselves as to whether the impairment
charge of RMB129,888,000 recognised during the year ended
31 December 2016, and the balance of impairment provision
of the same amount as at the year end date were fairly stated.
Consequently, we were unable to determine whether any
adjustment to these amounts was necessary.

Nature and Recoverability of Prepayments to Raw
Materials Suppliers

As described in Note 12 to the consolidated financial
statements, as at 31 December 2016, the Group had
prepayment of RMB91,627,000 with a major supplier of cotton
and yarns raw materials. During the year ended 31 December
2016, the Group made total prepayments of RMB83,799,000
to the supplier which was significantly larger than the actual
purchase amount of RMB34,310,000 for year 2016. The Group
noted in November 2016 that this supplier was in financial
difficulty and hence made a provision of RMB35,847,000 as
at 31 December 2016, taking into consideration a purchase
agreement amounting to RMB55,780,000 for year 2017 that
was entered into in March 2017. In addition, the Group also
made a full provision of RMB19,040,000 for the prepayment
made to another supplier which is also in financial difficulty
based on management’s understanding.

INDEPENDENT AUDITOR'S REPORT B & &Mk &

ﬁﬁ%,mﬁ RVEZE @)

EZEWFENTRERE (4
%tﬂ%ﬁiﬁﬁﬂ @ﬁ&ﬁﬂ?im@
WHIEmMS r BEEERERATSRESA
MENRER R ERAT RSN Y E
MRS - BIEETRREERFM N AETT
HEEENERE BEBXRERETER
BHAERAZENFBRERRE @ ME TS
EPBBT £ o i ERTRBEIEE
MEINEEYGERERELRE EEER
%WEMW%ﬁmﬁEFE&%ZﬁTh{
FERER - EH RS FEEAEN
FHEAAREE EQT%%%&?%W*E%
EREERE - IES —ETFETHE
BRERFEESEEMEE_ZE—X"F+=A
E+—E¢¢Fmaﬁwﬂﬁﬁﬁkﬁm
129,888,000 T & R F 45 B HH R & B AR E
REBEHRESESAFYA - Bt - FEFRBE
ﬁi%é%%%%%@%#ﬁ&ﬁ%%o

mEMEHEEE A FEARENEER
AR EEE

FUNA M EREM 128 - N =T —<
F+-A=1+—8  EBH£EERAIIIRT
MERRMRHE R TR AR 91,627,000
TeoHEZTE—AR"F+-A=+—HLHF
E - BESEBEERHERSGEENSARKE
83,799,0007C ' L& RMELZN T —NFH
ERBESEARK34310000T ° &
EEEEE R-T—XF+—A B
HEEMETBRRSETLEEEN T —F
AU -_E—tFREREAEARE
55,780,000 * AN =T —"F+=A
=+—HB{EL#E#E AR35,847,0007T ° It
Sh o RIEBEERENER X BEXEETERS—
4 [E) 45 T 9 B B R B 0 AR FE RS TR RO ST
R#19,040,000 T 1EH 2 S -

ERERERQA 65
2016 FERE



INDEPENDENT AUDITOR'S REPORT %\ # S{AT R &5

BASIS FOR QUALIFIED OPINION (continued)

2.

66

Nature and Recoverability of Prepayments to Raw
Materials Suppliers (continued)

Management was not able to provide us with satisfactory
explanation and evidence to support the business rationale and
commercial substance of the excessive prepayments made to
the above-mentioned major cotton and yarns raw materials
supplier as compared to the Group’s purchase commitments.
In addition, management was not able to provide us with
sufficient supporting evidence to justify the basis of provisions
made in 2016 for these suppliers, or enable us to evaluate
the financial strength of these suppliers to honour their
delivery or repayment obligations. As such, we were unable
to obtain sufficient and adequate documentary evidence to
ascertain the nature and classification and recoverability of
these prepayments. There were no alternative audit procedures
that we could perform to satisfy ourselves as to whether the
impairment charge of RMB54,887,000 recognised during the
year ended 31 December 2016, and the balance of impairment
provision of RMB59,387,000 as at the year end date were fairly
stated. Consequently, we were unable to determine whether
any adjustment to these amounts was necessary.

We conducted our audit in accordance with International
Standards on Auditing (“ISAs”). Our responsibilities under those
standards are further described in the Auditor’s Responsibilities
for the Audit of the Consolidated Financial Statements section
of our report.

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

Independence

We are independent of the Group in accordance with the
International Ethics Standards Board for Accountants’ Code of
Ethics for Professional Accountants (“IESBA Code”), and we
have fulfilled our other ethical responsibilities in accordance
with the [ESBA Code.
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MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2.1.1 to the consolidated financial
statements, which indicates that the Group incurred a net loss
attributable to owners of the Company of RMB331,023,000 and
a net operating cash outflow of RMB425,765,000 for the year
ended 31 December 2016. Furthermore, bank borrowings totalled
RMB261,609,000 as at 31 December 2016 were due for renewal
or repayment within the next twelve months as described in Note
16, while its cash and bank balances amounted to RMB4,082,000
only as at the same date. These events and conditions, along with
other matters as set forth in Note 2.1.1 to the consolidated financial
statements, indicate that a material uncertainty exists that may
cast significant doubt on the Group’s ability to continue as a going
concern. Our opinion is not modified in respect of this matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters. In addition
to the matters described in the Basis for Qualified Opinion and
Material Uncertainty Related to Going Concern sections, we have
determined the matter described below to be a key audit matter to be
communicated in our report.
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KEY AUDIT MATTERS (continueq)

Key Audit Matter

ARETER
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How our audit addressed the Key Audit Matter
EENETNAEERRETSE

Impairment of investment accounted for using equity
method
RiEREARNRERE

Refer to Note 2.3 (Summary of significant accounting
policies), Note 4(d) (Critical accounting estimates and
judgements — Impairment of investment accounted for
using equity method) and Note 10 (Investment accounted
for using equity method) to the consolidated financial
statements.

In July 2016, the Group entered into an agreement with
third parties to acquire a 50% equity interest in Baixin
(China) Co., Ltd., a company in Hubei province of China
principally engaged in the manufacturing and sales of yarn
and cotton fabric products which management believe will
bring synergy to the operations of the Group’s production
plant in Hubei. The consideration of the acquisition
amounted to RMB150,000,000. The Group’s share of
the fair value of the identifiable assets and liabilities of
the associate acquired at acquisition date amounted to
RMB89,091,000. As a result of the acquisition, the Group
recognized a goodwill of RMB60,909,000.
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Our audit procedures on assessing management'’s estimate
of the impairment provision for the investment in an
associate included:

We reviewed the financial statements of the associate
for the year ended 31 December 2016 and searched on
internet to corroborate management’s assessment of the
impact of reduction of demand in domestic textile market,
together with the appropriateness of management’s
determination of the associate as one CGU.
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KEY AUDIT MATTERS (continueq)

Key Audit Matter
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How our audit addressed the Key Audit Matter

Impairment of investment accounted for using equity
method (continued)

RESEARNIRERE (@)

The associate incurred loss for 2016 and the demand for
cotton fabric in the region decreased which was out of the
expectation of management. In view of these impairment
indicators, as at 31 December 2016, management carried
out an impairment assessment of the investment in
the associate, and set aside an impairment provision of
RMB60,000,000 against investment in the associate at 31
December 2016, and recorded a corresponding impaired
charge of RMB60,000,000 to the consolidated statement of
comprehensive income for the year then ended.
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With regard to the value in use calculation that supported
the recoverable amount of the investment:

1. We evaluated the valuation methodology adopted in
the discounted cash flow projection, and tested its
mathematical accuracy of calculation.

2. We evaluated and challenged the composition of
the discounted cash flow projection prepared by
management:

o We agreed discounted cash flow projection to
the approved one-year financial budget and
future forecasts. We also compared historical
actual results to those budgeted to assess the
quality of management’s forecast;

R BEN T AN TRE S AT S

1. BEFHEMEARSREFRANRANMGEE - LA

2. EBSHEYAAHEEEMRENMERASRER

AIAAMX
s EFREMRASAREBAEDHEN—FH
MBEERARED - - EFTHLEBEE

BREEEZFEI NG EEERANEGE

ERERERQA
2016 FERE

69



INDEPENDENT AUDITOR'S REPORT %\ # S{AT R &5

KEY AUDIT MATTERS (continueq)

Key Audit Matter

BARETER

FREITEE @

How our audit addressed the Key Audit Matter
BENETTNAUEEBRENSER

Impairment of investment accounted for using equity
method (continued)

BREHEEARNRERE )

In assessing the recoverability of investment in the
associate, management identified the associate as one cash
generating unit (“CGU"). The recoverable amount was
determined based on value in use calculation of the CGU
which was considered higher than its fair value less costs of
disposal. The value in use calculation was the present value
of the future cash flows expected to be derived from the
CGU determined by using a discounted cash flow model.
The key judgements adopted in the value in use calculation
included:

o growth rates to extrapolate revenue and cash flows
within and beyond the budget period;

o gross margin; and

o discount rate.

We focused on this area due to the magnitude of the
impairment provision and the significance of management

judgements involved in assessing the recoverable amount
of the investment.
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o We challenged management’s key assumptions
by: (i) comparing the revenue growth rates
within the budget period with the relevant
CGU's historical growth rates; (i) comparing the
revenue growth rates beyond the budget period
with industry forecasts; (iii) comparing the gross
margin with the CGU's past performance,
taking into consideration of market trend; and
(iv) comparing the discount rate with the cost
of capital of comparable companies in similar
industry.

We also engaged our valuation experts to assist us in
assessing the reasonableness of the discount rates used by
management, who compared the discount rates used to
entities with similar risk profiles and market information.

Based on the procedures performed, we considered that
management’s key judgements applied in the impairment
assessment of the investment in an associate were
supportable by the evidence we gathered.

o EFRTMISTANEREEENRERRKRR ()
RIAH S RIE R R EERR S EEEMA
BEBRE () LRAFHREA W RIE R RE
TERA  (iNZEMHBEREBASELESE
ME‘J%T'JEE%QE&EEE Ko (iv) L R85 3R K BRI

TRABUBRABNERKA

M?T?Hs FNHESRR  HYHEEREMRMARE
EXRBEE  RELBRARURERAS EBARANMER
—_'E—&mibj_,éfnﬂ

RIBEETERF  BFRR BRI RERNTHE
EERHE— KBS AR é%%ﬂfﬁhﬁﬁﬁﬁﬁéﬁﬁ#ﬂﬁﬁ



INDEPENDENT AUDITOR'S REPORT B & &Mk &

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Financial Highlights, Chairman’s Statement,
Management Discussion and Analysis (but does not include the
consolidated financial statements and our auditor’s report thereon),
which we obtained prior to the date of this auditor’s report, and
Corporate Governance Report, Directors and Senior Management,
Corporate Information, Report of the Directors and Environmental,
Social and Governance Report, which are expected to be made
available to us after that date.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is
a material misstatement of this other information, we are required
to report that fact. As described in the Basis for Qualified Opinion
section above, we were unable to obtain sufficient appropriate
evidence about the recoverability of the Group’s trade receivables
and the nature and recoverability of its prepayments to certain raw
materials suppliers. Accordingly, we are unable to conclude whether
or not the other information is materially misstated with respect to
these matters.

When we read the Corporate Governance Report, Directors and
Senior Management, Corporate Information, Report of the Directors
and Environmental, Social and Governance Report, if we conclude
that there is a material misstatement therein, we are required
to communicate the matter to the Audit Committee and take
appropriate action considering our legal rights and obligations.
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RESPONSIBILITIES OF DIRECTORS AND AUDIT
COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

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

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

The Audit Committee is responsible for overseeing the Group's
financial reporting process.

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We 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. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with ISAs will always
detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continueq)

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

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

o Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Group’s internal control.

o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors.

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

. Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the
underlying transactions and events in @ manner that achieves
fair presentation.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continueq)

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

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

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

From the matters communicated with the Audit Committee, we
determine those matters that were of most significance in the audit
of the consolidated financial statements of the current period and
are therefore the key audit matters. We describe these matters in our
auditor’s report unless law or regulation precludes public disclosure
about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report
because the adverse consequences of doing so would reasonably
be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Dou Wang, Angel.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 31 March 2017
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B ORI AR M R

As at 31 December 2016
R-IFE—NFI+-_HA=1—H

As at 31 December

R+=—A=+—H
2016 2015
—E-REF S
Note RMB’000 RMB’000
B EE AR¥T T ARET T
ASSETS BE
Non-current assets FRBEE
Leasehold land and land use rights HHE b & Mo i 6 24,338 24,896
Property, plant and equipment ME - B NMEERE 7 405,430 477,453
Deferred income tax assets REFTEREE 18 29,746 13,007
Available-for-sale financial assets At ESHEE 8 4,500 4,500
Investment accounted for using equity method &5 5 A BRHIIRE 10 86,856 =
Other non-current assets HMIERBEE 10 - 80,000
550,870 599,856
Current assets REEE
Inventories FE 11 49,937 64,019
Trade and other receivables and 5 REMEWFIEA R
prepayments TERRUR 12 686,189 415,306
Cash and bank balances IR & MIR1TA S 13 4,082 374,983
Restricted bank deposits Z R B IRITIFK 13 20,960 23,368
761,168 877,676
Total assets EEMAR 1,312,038 1,477,532
EQUITY AND LIABILITIES ERLEE
Equity attributable to owners AABEE AR
of the Company
Share capital B 14 124,010 119,745
Other reserves Hib s 15 638,406 616,404
Accumulated loss/Retained earnings ZEtE1E1REET (158,683) 172,340
Total equity ERHAEE 603,733 908,489
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION & #3t8t#&Ak R &
As at 31 December 2016
_REF—ANF+=A=1—H

As at 31 December
Rt+t=BA=+—8H
2016 2015

= —TRF
RMB’000 RMB’'000
AR®TT ARBTTT

LIABILITIES =E

Non-current liabilities FkRBEME

Borrowings B 16 277,988 300,955

Other payables HAbFE FRIA 19 - 8,160

Deferred income EIEYIA 17 18,104 19,232
296,092 328,347

Current liabilities REBEE

Borrowings &R 16 261,609 104,111

Trade and other payables B 5 REAMENFKIE 19 149,618 135,758

Current income tax liabilities BNEAFS R B & 986 827
412,213 240,696

Total liabilities B B8 708,305 569,043

Total equity and liabilities kB EAH 1,312,038 1,477,532

The notes on pages 80 to 158 are an integral part of these Z580HZ158B MM EAZEA MK IRERMAA
consolidated financial statements. DEVAARER S o

The financial statements on pages 74 to 79 were approved by the HF74BEZ79BMHERREN T —+F =4

Board of Directors on 31 March 2017 and were signed on its behalf. —+—HEESESIE  WERERE -
Lin Qingxiong Qiu Zhigiang
MF BB
Director Director
BE EE

WANG TAI HOLDINGS LIMITED
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
CREAEL S

For the year ended 31 December 2016
BE—F—NF+-—HA=+—HIFZF

Year ended 31 December

BE+T-A=1T—HLHFE

2016 2015
—EB—XE —E—hF
RMB’000 RMB'000
AR¥T T ARET T
Revenue Wz 5 780,310 670,255
Cost of sales HERA 22 (801,153) (661,859)
Gross (loss)/profit E£8), 7 (20,843) 8,396
Selling and distribution costs SHE R DA 22 (4,425) (5,374)
General and administrative expenses —MRITBAX 22 (211,537) (29,990)
Other income H A 20 11,153 17,488
Other losses HAbEE 21 (9.820) (1,492)
Operating loss REEE (235,472) (10,972)
Finance income BARSUA 24 4,122 2,138
Finance costs BhE AR 24 (53,268) (25,527)
Finance costs — net BhE R AN — FEE 24 (49,146) (23,389)
Share of loss of investments accounted DR E RS
for using equity method wEEE 10 (3,144) =
Impairment for investment accounted REREARR
for using equity method wERE 10 (60,000) -
Loss before income tax FRATSHAIE B (347,762) (34,361)
Income tax credit PRISHE R 26 16,739 11,044
Loss for the year and attributable FRAREKDITHEEA
to owners of the Company FE{5EE (331,023) (23,317)
Other comprehensive income for the year FEREMEEBA - -
Total comprehensive loss for the year and SR RAATEE A
attributable to owners of the Company Eh2EERARE (331,023) (23,317)
Losses per share for loss attributable to RATEE AER
owners of the Company EBEENERER
Basic losses per share (RMB’ cents) BREFAER(ARESD) 27 (21.70) (1.90)
Diluted losses per share (RMB’ cents) ERBEEE(ARESD) 27 (21.70) (1.90)

F80BE E158BE MM AZES FI IS HmMER MAA]

DHIERRER S °

The notes on pages 80 to 158 are an integral part of these
consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
SO ERSEX

For the year ended 31 December 2016
HE—F—NF+—A=+—HIFE

Attributable to owners of the Company
RNRAEER AEML
MEE Other Retained Total

capital reserves earnings equity

[N HAh RE & R

[\ o} {2} RMB’000 RMB’000 RMB’000 RMB’'000
MZE ARKETT ARBTT ARETT ARETT

Balance at 1 January 2015 R=ZF—H1fF

—H— BH#Ee 80,215 204,588 195,657 480,460
Comprehensive income 2HEBA
Losses for the year FREE - - (23,317) (23,317)
Transactions with owners E#EHE AN H
— Issue of placing shares — BT ERS 14 35,590 377,223 = 412,813
— Share issued for share-based — Fk A% ELFE AR B 3%
compensation 1THI RS D 15 3,940 34,593 - 38,533

Balance at 31 December R-B-—HE+=A
2015 =+— Bkt 119,745 616,404 172,340 908,489

Balance at 1 January 2016 R=-T— X
— B —AiEeR 119,745 616,404 172,340 908,489

Comprehensive income ZEKA
Losses for the year FREE - - (331,023)  (331,023)

Transactions with owners BB AN S

— Share based compensation — — %17 Z=# R A - 4,942 - 4,942
— Share issued for share-based — kA% 1D EfE R BN 3%
compensation 1THI IR D 15 4,265 17,060 - 21,325

Balance at 31 December R-ZBE—XRE+=A
2016 =+—BHKEH% 124,010 638,406  (158,683) 603,733

The notes on pages 80 to 158 are an integral part of these Z580HZ% 158EE’JWE REEE UM RKR VAT
consolidated financial statements. DB E D
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CONSOLIDATED STATEMENT OF CASH FLOWS

EHRETRER

For the year ended 31 December 2016
BE—F—NF+-—HA=+—HIFZF

Year ended 31 December

BE+T-A=1+—HLEFE

2016 2015
—E—REF —E—hF
Note RMB’000 RMB'000
FiaE AR®T T ARETTT
Cash flows from operating activities RETHHMBRERE
Cash used in operations KEFANR® 29 (425,765) (116,039)
Income tax paid B ETSH - (11,572)
Net cash used in operating activities LETREFTRIR S F 5 (425,765) (127,611)
Cash flows from investing activities RETEBRERE
Purchases of property, plant and equipment  BE B3 - BiE &RE (7,453) (48,881)
Investment in an associate REEE R RMIRE (70,000) =
Prepayments for long-term investment REIGE TR FIE - (80,000)
Proceeds from disposal of assets HE&EERFEHIE 8 -
Net decrease/(increase) in time deposit TEEFEFORD
(38 h0))#58 319,582 (319,582)
Interest received BHFE 4,122 2,138
Net cash generated from/(used in) WESEERE,
investing activities (FTA)A&FE 246,259 (446,325)
Cash flows from financing activities RETERERERE
Proceeds from borrowings EETERIE 234,358 178,884
Repayments of borrowings EEER (99,827) (101,400)
Decrease in restricted bank deposits SR HIRI T SOR 2,408 35,663
Proceeds from issuance of placing shares TR & WD BTIS FUR - 412,813
Proceeds from shares issued for share-based  FLAX () EBE R B 21T
compensation f& 17 B9 FTS 708 21,325 38,533
Interest and bank charges paid BERFERIBITFEE (30,077) (34,716)
Net cash generated from financing activities REEEATEIRE R 128,187 494,114
Net decrease in cash and cash equivalents R&RELZEY
B FE (51,319) (79,822)
Cash and cash equivalents at beginning of year F 438 & NMIR&HEY 13 55,401 135,223
Cash and cash equivalents at end of FRESRESEEY
the year 13 4,082 55,401

The notes on pages 80 to 158 are an integral part of these

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
& OF I 35 AR M 5

For the year ended 31 December 2016
BE—F—NF+-—H=+—HIFZF

GENERAL INFORMATION

Wang Tai Holdings Limited (the “Company”) was incorporated
in the Cayman Islands on 29 April 2013 as an exempted
company with limited liability under the Companies Law, Cap
22 (Law 3 of 1961, as consolidated and revised) of the Cayman
Islands. The address of the Company’s registered office is
Cricket Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands. The principal place of business
of the Company in Hong Kong is at Unit 02, 15th Floor,
Convention Plaza Office Tower, 1 Harbour Road, Wanchai,
Hong Kong.

The Company is an investment holding company and its
subsidiaries (together the “Group”) are principally engaged in
the design, manufacturing and sales of fabrics and yarns. The
Group commenced the trading of polyetherimide during the
year ended 31 December 2016.

The Company’s shares have been listed on The Stock Exchange
of Hong Kong Limited since 25 April 2014.

These consolidated financial statements are presented in
Renminbi (“RMB"), unless otherwise stated. These consolidated
financial statements have been approved for issue by the Board
of Directors of the Company on 31 March 2017.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.1

Basis of preparation

The consolidated financial statements of the Company
have been prepared in accordance with all applicable
International Financial Reporting Standards (IFRS). The
consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of available for sale at fair value through
consolidated statement of comprehensive income.

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

2.1.1 Going concern

The Group incurred a net loss attributable to owners
of the Company of RMB331,023,000 and a net
operating cash outflow of RMB425,765,000 for the
year ended 31 December 2016. Furthermore, bank
loans totalled RMB261,609,000 as at December
2016 were due for renewal or repayment within
the next twelve months and as described in Note
16, its cash and bank balances amounted to
RMB4,082,000 only as at the same date. These
events and conditions indicate the existence of a
material uncertainty which may cast significant
doubt on the Group’s ability to continue as a going
concern.

2.

For the year ended 31 December 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

2.1.1 Going concern (continued)
The directors of the Company have been
undertaking a number of plans and measures to
improve the Group's liquidity and financial position,
including:

2.1

82

(i

(ii)

(iii)

As described in Note 12(a), the Group has
reached settlement confirmations with certain
customers with overdue trade receivables. The
directors will continue its efforts to expedite
its trade receivables collection to enhance its
operating cash inflows;

The Group's current bank borrowings totalled
RMB261,609,000 as at 31 December 2016
were borrowings from banks in China that
are subject to annual renewal. On 16 March
2017, the Group has received a confirmation
from a bank regarding the provision of an
uncommitted banking facility amounted to
RMB120,000,000, pursuant to which a short-
term bank borrowing of RMB30,000,000 has
been renewed. The directors will continue
to negotiate with other banks, and believe
that the Group will be able to successfully
renew or extend repayment of its short-term
borrowings before they are due; and

The Group has reengineered certain of its
production facilities from production of cotton
fabric to chemical fabric which is expected to
improve its yarns and fabric operations. The
Group will continue to its PEl trading which is
expected to generate profit to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
B2 —F—ANF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEEHHEME4
POLICIES (continued)
2.1 Basis of preparation (continued) 2.1 E23EXu@m)

2.1.1 FEAEEHE ()

2.1.1 Going concern (continued)

The directors of the Company have reviewed
the Group’s cash flow projection prepared by
management, which covered a period of not less
than twelve months from 31 December 2016. In
the opinion of the directors, the Group will have
sufficient working capital to meet its financial
liabilities as and when they fall due and carry on
its business without a significant curtailment of
operations of not less than twelve months from the
balance sheet date. Accordingly, the consolidated
financial statements have been prepared on a going
concern basis.

Notwithstanding the above, significant uncertainties
exist as to whether the Group is able to achieve its
plans and measures as described above. Whether
the Group will be able to continue as a going
concern would depends on whether: (i) the Group's
customers will timely settle trade receivables
following the agreed settlement schedules; (ii)
the Group will be able to timely renew or extend
its existing bank borrowings; and (iii) the Group
will be able to improve its business operations.
Should the Group be unable to continue as a going
concern, adjustments would have to be made to the
consolidated financial statements, to write down
the value of assets to their recoverable amounts, to
provide for further liabilities which might arise and
to reclassify non-current assets and non-current
liabilities as current assets and current liabilities,
respectively. The effect of these adjustments has
not been reflected in the consolidated financial
statements.
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For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

PO LICI E S (continued)

2.1 Basis of preparation (continued)

84

2.1.2 Changes in accounting policies and disclosures

(@

New standard and amendments of IFRS
adopted by the Group in 2016

The following new standard and amendments
which are relevant to the Group’s operations
are effective for the first time for the financial
year beginning on 1 January 2016.

o Amendment to IFRS 7 “Financial
instruments: Disclosures” clarifies that
the additional disclosure required by the
amendments to IFRS 7 “Disclosure —
Offsetting financial assets and financial
liabilities” is not specifically required for
all interim periods, unless required by
IAS 34.

o Amendment to IAS 34 “Interim financial
reporting” clarifies that what is meant
by the reference in the standard to
“information disclosed elsewhere in the
interim financial report”. It also amends
IAS 34 to require a cross-reference from
the interim financial statements to the
location of that information.

The following new standards and amendments
are effective for the first time for the financial
year beginning on 1 January 2016 and not
relevant to the Group’s operations (although
they may affect the accounting for future
transactions and events).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESHBEHEw)
POLICIES (continued) . N
2.1 Basis of preparation (continued) 21 E3E%(@m)
2.1.2 Changes in accounting policies and disclosures 2.1.2 B BRREENEE (&)
(continued)
(@) New standard and amendments of IFRS (@ HFEZF—NFLXREEFHRH
adopted by the Group in 2016 (continued) Y [ BX Y 755 3 25 2E Rl %7 5T
ERRISET A ()
Effective
for annual
periods
beginning
Standards and amendments on or after
R T5I B &=
: 2B
B RIEFT A FEHBEXR
Annual improvements 2014: IFRS 5, 1 January 2016
“Non-current assets held for sale and discontinued operations”
—T-EENE  BRMSREER B FHEHERD —E-RF—-HA—H
EMBNEE R PRI EETE
IFRS 14 “Regulatory Deferral Accounts” 1 January 2016
BIFR & e R 1455 [ B BIRAEARE | —E—R"F¥—-H—H
Amendment to IFRS 11 "Accounting for 1 January 2016
acquisitions of interests in Jomt operations” ‘
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“Investment entities: applying the consolidation exception”
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For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of preparation (continued)

2.1.2 Changes in accounting policies and disclosures

2.1

86

(continued)

(@

®)

New standard and amendments of IFRS
adopted by the Group in 2016 (continued)

The adoption of the above new standard
and amendments did not give rise to any
significant impact on the Group's results of
operations and financial position for the year
ended 31 December 2016.

New standards and amendments of IFRS issued
but are not effective for the financial year
beginning on 1 January 2016 and have not
been early adopted by the Group

A number of new standards and amendments
to existing standards have been issued but
are not yet effective for the financial year
beginning on 1 January 2016, and have not
been early adopted by the Group in preparing
these consolidated financial statements. The
Group is yet to assess the full impact of these
new standards and amendments and intents
to adopt them no later than the respective
effective dates of these new standards and
amendments. These new standards and
amendments are set out below:

Amendments to IAS 12 “Income Taxes”,
effective for annual periods beginning on or
after 1 January 2017.

Amendments to IAS 7 “Statement of Cash
Flows", effective for annual periods beginning
on or after 1 January 2017.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
B2 —F—ANF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.1 Basis of preparation (continued)
2.1.2 Changes in accounting policies and disclosures

(continued)

®)

New standards and amendments of IFRS issued
but are not effective for the financial year
beginning on 1 January 2016 and have not
been early adopted by the Group (continued)
Amendment to IFRS2, “Share-based
payment”, effective for annual periods
beginning on or after 1 January 2018.

IFRS 15 “Revenue from Contracts with
Customers”, effective for annual periods
beginning on or after 1 January 2018

IFRS 9 “Financial Instruments”, effective
for annual periods beginning on or after 1
January 2018.

IFRS 16 “Leases”, effective for annual periods
beginning on or after 1 January 2019.

Amendments to IFRS 10 and IAS 28 “Sale or
Contribution of Assets between an Investor
and Its Associate or Joint Venture”, originally
intended to be effective for annual periods
beginning on or after 1 January 2016.
The effective date has now been deferred/
removed.

The Group will apply the new standards and
amendments described above when they
become effective. The Group is in the process
of making an assessment on the impact of
these new standards and amendments and
does not anticipate that the adoption when
they become effective will result in any
material impact on the Group’s results of
operations and financial position.
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For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.2 Subsidiaries

88

2.2.1 Consolidation

Subsidiaries are all entities 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 fully consolidated
from the date on which control is transferred to the
Group. They are deconsolidated from the date that
control ceases.

Intra-group transactions, balances and unrealised
gains on transactions between group companies are
eliminated unless the transaction provides evidence
of an impairment of the transferred asset. Unrealised
losses are also eliminated. When necessary, amounts
reported by subsidiaries have been adjusted to
conform with the Group’s accounting policies.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at
cost less impairment. Cost also includes direct
attributable costs of investment. The results of
subsidiaries are accounted for by the Company on
the basis of dividend and receivable.

Impairment testing of the investments in subsidiaries
is required upon receiving dividends 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.

Impairment testing of the investments in subsidiaries
is also required according to Note 2.7.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
B2 —F—ANF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FESxEBE#ME@
POLICIES (continued)
2.3 Associates 2.3 BiE QT
An associate is an entity over which the Group ,ﬁ%’&ﬂhﬁﬁﬁ$’§lﬁﬁﬁikﬁ/
has significant influence but not control, generally ENMELHENER  BAEHRES
accompanying a shareholding of between 20% and 20% E50% 1 RIENRIE B N F)

50% of the voting rights. Investments in associates are
accounted for using the equity method of accounting.
Under the equity method, the investment is initially
recognised at cost, and the carry amount is increased or
decreased to recognize the investor’s share of the profit
or loss of the investee after the date of acquisition. Upon
the acquisition of the ownership interest in an associate,
any difference between the cost of the associate and
the group’s share of the net fair value of the associate’s
identifiable assets and liabilities is accounted for as
goodwill.

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate
share of the amounts previously recognised in other
comprehensive income is reclassified to profit or loss
where appropriate.

The Group determines at each reporting date whether
there is any objective evidence that the investment in
the associate is impaired. If this is the case, the Group
calculates the amount of impairment as the difference
between the recoverable amount of the associate and
its carrying value and recognises the amount adjacent to
“share of profit of investments accounted for using equity
method” in the consolidated income statement.

Profits and losses resulting from upstream and
downstream transactions between the Group and
its associate are recognised in the Group’s financial
statements only to the extent of unrelated investor’s
interests in the associates. Unrealised losses are eliminated
unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of associates
have been changed where necessary to ensure consistency
with the policies adopted by the Group.

Gains or losses on dilution of equity interests in associates
are recognised in the consolidated income statement.
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For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

PO LICI E S (continued)

2.4 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 of the Company that
makes strategic decisions.

2.5

90

Foreign currency translation

[tems included in the 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”). These
consolidated financial statements are presented in
RMB, which is the Company’s functional and the

(a) Functional and presentation currency
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 profit or loss, except
when deferred in equity as qualifying cash flow
hedges and qualifying net investment hedges.

Foreign exchange gains and losses that relate
to borrowings and cash and cash equivalents
are presented in the consolidated statement of
comprehensive income within “finance income or
cost”. All other foreign exchange gains and losses
are presented in the consolidated statement of
comprehensive income within “other income-net”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.5 Foreign currency translation (continued)
(b) Transactions and balances (continued)

(c)

Translation differences on non-monetary financial
assets and liabilities such as equities held at fair
value through profit or loss are recognised in the
consolidated statement of comprehensive income
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
hyperinflationary 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 statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

(i) income and expenses for each statement
of comprehensive income 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 rates on
the dates the transactions); and

(i) all resulting exchange differences are
recognized in other comprehensive income.

2.

For the year ended 31 December 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 #5588 F fiaE

For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
2.6 Property, plant and equipment

92

Property, plant and equipment comprise mainly factories
and offices. All property, plant and equipment is stated
at historical cost less depreciation. 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
statement of comprehensive income during the financial
period in which they are incurred.

Land use rights are carried at their historical cost less
accumulated amortisation. It is amortised over its
contractual life (from date of availability to termination of
contract) using the straight-line method over 50 years.

Land use right 50 years
Buildings 20 years
Machinery and equipment 10 years
Office equipment, furniture and vehicles 5 years

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

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 (Note 4(a)).

Gains and losses on disposals are determined by
comparing the proceeds with the carrying amount and
are recognised within “other income — net” in the income
statement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.6

2.7

Property, plant and equipment (continued)
Construction-in-progress, representing buildings on which
construction work has not been completed and machinery
pending installation, is stated at cost, which includes
construction expenditures incurred, cost of machinery,
interest capitalised and other direct costs capitalised
during the construction and installation period, less
accumulated impairment losses, if any. No depreciation
is provided in respect of construction-in-progress until
the construction and installation work is completed and
put into use. On completion, construction-in-progress is
transferred to appropriate categories of property, plant
and equipment.

Impairment of investments in subsidiaries,
associates and non-financial assets

Assets that have an indefinite useful life are not subject
to amortisation and are tested annually for impairment.
Assets 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 of
disposal 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 an impairment at each reporting date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE-F—AE+=A=+—AIEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.8 Financial assets

2.8.1 Classification
The Group classifies its financial assets in the
following categories: loans and receivables and
available for sale. The classification depends on
the purpose for which the financial assets were
acquired. Management determines the classification
of its financial assets at initial recognition.

94

(@

(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 other receivables”, “trade and other
receivables” and “restricted bank deposit” in
the statement of financial position (Notes 2.12
and 2.13).

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
2.8 Financial assets (continued)
2.8.2 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 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
is subsequently carried at fair value. Loans and
receivables are subsequently carried at amortised
cost using the effective interest method.

Changes in the fair value of monetary and non-
monetary securities classified as available for sale 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 income statement as “gains and losses from
investment securities”.

Dividends on available-for-sale equity instruments
are recognised in the income statement as part of
other income when the Group’s right to receive
payments is established.

2.9 Offsetting financial instruments

Financial assets and liabilities are offset and the net
amount reported in the statement of financial position
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. The legally enforceable right must not
be contingent on future events and must be enforceable
in the normal course of business and in the event of
default, insolvency or bankruptcy of the company or the
counterparty.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 #5588 F fiaE

For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

PO LICI E S (continued)

2.10 Impairment of financial assets

96

(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.

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 statement
of comprehensive income. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.10 Impairment of financial assets (continued)

(a)

(b)

Assets carried at amortised cost (continued)

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 statement of
comprehensive income.

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 equity investments, 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 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 reclassified from equity and recognised in
profit or loss. Impairment losses recognised in the
consolidated statement of comprehensive income
on equity instruments are not reversed through the
consolidated statement of profit or loss.

2.11 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 and work
in progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs.
Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable selling

costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.12 Trade and other receivables

Trade receivables are amounts due from customers for
merchandise sold in the ordinary course of business. If
collection of trade and other receivables is expected in
one year or less, 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.

2.13 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. Restricted bank deposits are excluded from cash and
cash equivalents.

2.14 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.

2.15 Trade and other payables

98

Trade payables are obligations to pay for goods or services
that have been acquired in the ordinary course of business
from suppliers. Trade and other payables are classified as
current liabilities if payment is due within one year or less.
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 & 3t81 #5$R R MizT
For the year ended 31 December 2016
B2 —F—ANF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2.
POLICIES (continued)

2.16 Borrowings

FESTBERBE @)

2.16 &K

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.

2.17 Borrowings 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 the
consolidated statement of comprehensive income in the
period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE-F—AE+=A=+—AIEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.17 Borrowings €osts (continued)

Borrowing costs include interest expense, finance charges
in respect of finance lease and exchange differences
arising from foreign currency borrowings to the extent
that they are regarded as an adjustment to interest costs.
The exchange gains and losses that are an adjustment
to interest costs include the interest rate differential
between borrowing costs that would be incurred if the
entity has borrowed funds in its functional currency,
and the borrowing costs actually incurred on foreign
currency borrowings. Such amounts are estimated based
on interest rates on similar borrowings in the entity’s
functional currency.

2.18 Current and deferred income tax

10

The tax expense for the period comprises current and
deferred tax. Tax is recognised in the consolidated income
statement, 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) 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 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Current and deferred income tax (continued)

(b)

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 income 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.

Outside basis differences

Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
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.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries 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.

2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 #5588 F fiaE

For the year ended 31 December 2016
RE—F—A A=+ —HIEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.18 Current and deferred income tax (continued)

(c) 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 tax assets and liabilities
relate to income tax 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.

2.19 Employee benefits

10

The Group’s entities in Mainland China participate in
defined contribution retirement benefit plans organized
by relevant government authorities for its employees in
Mainland China. The contributions to these plans based
on certain percentage of the salaries of the employees
on a monthly basis, up to a maximum fixed monetary
amount, as stipulated by the relevant government
authorities. The government authorities undertake to
assume the retirement benefit obligations payable to all
existing and future retired employees under these plans.

The Group has no further obligation for post-employment
benefits beyond the contributions made. The Group's
contributions to these plans are charged to the
consolidated statement of comprehensive income as
incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.20 Provision

2.21

Provisions 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 can be reliably
estimated.

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.

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.

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 are included in non-current liabilities as
deferred government grants and are credited to the
consolidated statement of comprehensive income on a
straight-line basis over the expected lives of the related
assets.

For the year ended 31 December 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 #5588 F fiaE

For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
2.22 Share-based payments

10

(a)

Equity-settled share-based payment
transactions

The Group operates a share option scheme under
which the entity receives services from employees
as consideration for equity instruments (options) of
the Group. The fair value of the employee services
received in exchange for the grant of the options
is recognised as an expense. The total amounts are
determined by reference to the fair value of the
options granted:

(i) including any market performance conditions
(for example, an entity’s share price);

(i) excluding the impact of any service and non-
market performance vesting conditions (for
example, profitability, sales growth targets
and remaining an employee of the entity over
a specified time period); and

(i) including the impact of any non-vesting
conditions (for example, the requirement for
employees to save or holding shares for a
specified period of time).

For share options granted to non-employees, the
options issued in exchange for goods or services are
measured at the fair values of the goods or services
received, unless that goods or services cannot
be identified and/or fair value cannot be reliably
measured, in which case the good or services
received are measured by reference to the fair
value of the share options granted. The fair values
of the goods or services received are recognised as
expenses with a corresponding increase in equity
(share options reserve) when the counterparties
provide goods or services or over the period when
the nonemployees provide goods or services, unless
the services qualify for recognition as assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

2.22 Share-based payments (continued)

(a)

Equity-settled share-based payment
transactions (continued)

At the end of each reporting period, the Group
revises its estimates of the number of options that
are expected to vest based on the non-marketing
performance and service conditions. It recognises
the impact of the revision to original estimates, if
any, in the income statement, with a corresponding
adjustment to equity.

In addition, in some circumstances employees may
provide services in advance of the grant date and
therefore the grant date fair value is estimated for
the purposes of recognising the expense during the
period between service commencement period and
grant date.

When the options are exercised, the Company
issues new shares. The proceeds received net of any
directly attributable transaction costs are credited to
share capital (and share premium).

2.23 Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable, and represents amounts receivable
for goods supplied, stated net of discounts returns and
value added taxes. The Group recognises revenue when
the amount of revenue can be reliably measured; when it
is probable that future economic benefits will flow to the
entity; and when specific criteria have been met for each
of the Group’s activities, as described below.

(a)

Sales of goods

Revenue from the sales of goods is recognised
when the risk and reward of the goods has been
transferred to the customer, which is usually when
the customer has picked up the products from the
Group's warehouse or the Group has delivered
the products to the customer’s warehouse, the
collectability of the related receivables is reasonably
assumed and there is no unfulfilled obligation
that could affect the customer’s acceptance of the
products.

For the year ended 31 December 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE-F—AE+=A=+—AIEE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEE€HHEME4m
POLICIES (continued)

2.23 Revenue recognition (continued) 2.23 SRR (@)
(b) Interest income (b) FIEYA
Interest income is recognised using the effective B A A BB AR ERER o
interest method. When a loan and receivable is EERNEWRFERIRBE A
impaired, the Group reduces the carrying amount to SEeEREmEREHEATKE S
its recoverable amount, being the estimated future BRI EMNREERFIERE,
cash flow discounted at the original effective interest WHEETARRIR M E) » Wi
rate of the instrument, and continues unwinding BRAANSEE AT B
the discount as interest income. Interest income on A o BREE % FE W IE & F
impaired loan and receivables are recognised using BWARAREERM =R -

the original effective interest rate.

(c) Dividend income () KREHKA
Dividend income is recognised when the right to A% B A A Y B R IE HY #E I i S
receive payment is established. AR FERR o
2.24 Leases 224 HHE
Leases in which a significant portion of the risks and WA EFTE R BRI D R K& B3R
rewards of ownership are retained by the lessor are REEARYE  BIDEAKLHEE - R
classified as operating leases. Payments made under B EHETNRIE (IR EHEAL
operating leases (net of any incentives received from FTHEMER)RNEBRNAESETES
the lessor) are charged to the consolidated statement of HemkERALE

comprehensive income on a straight-line basis over the
period of the lease.

2.25 Dividend distribution 2.25 RE 7K
Dividend distribution to the owner is recognised as a AR B 2R B A% B A IR BB RS Rt A Y
liability in the Group's financial statements in the period in HERNAEBENYBRERAEREE
which the dividends are approved by the owners. F o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

3. FINANCIAL RISK MANAGEMENT

Financial risk factors

The Group's activities expose it to a variety of financial
risks: market risk (including foreign exchange risk, cash
flow and fair value 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 minimize potential
adverse effects on the Group's financial performance.

3.1

(a) Market risk

()

Foreign exchange risk

The Group mainly operates in mainland China
and Hong Kong with most of the revenue
and expenditures transactions denominated
and settled in RMB and United State dollars
("USD"). Foreign exchange risk arises from
future commercial transactions, recognised
assets and liabilities and net investments in
foreign operations. The Group's exposure to
foreign exchange risk is mainly on its sales
and purchase transactions (i.e., export or
import of products) denominated in USD and
corporate bond denominated in Hongkong
dollars (“HKD"). The functional currency
of the corporate and its subsidiaries is RMB
since the Company is an investment holding
company and the operations carried out by its
subsidiaries are in the PRC.

At 31 December 2016, if RMB had weakened/
strengthened by 5% against USD/HKD with
all other variable held constant, post-tax loss
for the year would have been RMB4,287,000
(2015: RMB1,610,000) lower/higher, mainly
as a result of the net foreign exchange
losses/gains on translation of cash and cash
equivalents, trade and bills receivables, trade
and bills payables, and borrowings.

For the year ended 31 December 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 #5588 F fiaE

For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

3. FINANCIAL RISK MANAGEMENT (ontinueq)
Financial risk factors (continued)
(a) Market risk (continued)

3.1

10

(ii)

(iif)

Price risk

Raw cotton and cotton yarns are the major
raw materials for the Group’s production.
They account for a substantial portion of
the Group's costs of sales. The prices of
raw cotton and cotton yarns are affected by
various factors which are beyond the control
of the Group, such as changes in government
policies, the supply-demand relation and other
unexpected events. The fluctuations of the
price may have favourable or unfavourable
impacts on the Group. The Group monitors
the changes in the market price of raw cotton
and cotton yarns and makes purchases of
raw materials when the prices are considered
appropriate. The Group also maintains
inventory of raw materials at a lower level
when the market prices of raw cotton and
cotton yarns decrease continually within a
certain period. The Group did not enter into
any hedging of its price risk during 2016 and
2015.

Cash flow and fair value interest rate risk

Except for restricted bank deposits and cash at
bank (Note 13), the Group has no significant
interest-bearing assets. The Group's income
and operating cash flows are substantially
independent of changes in market interest
rates. Management does not anticipate
significant impact resulted from changes in
interest rates on interest bearing assets.

The Group’s interest-rate risk 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. As at 31 December 2016, approximately
98% (2015: 90%) of the Group's borrowings
were at fixed rates and the remaining were
at floating rates. The Group does not hedge
its cash flow and fair value interest rate risk.
The interest rates and terms of repayments of
borrowings are disclosed in Note 16.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

FINANCIAL RISK MANAGEMENT (continued)

Financial risk factors (continued)

3.1

(a)

(b)

Market risk (continued)

(i)  Cash flow and fair value interest rate risk
(continued)
As at 31 December 2016 and 2015, if
average interest rates on bank borrowings
which had been 10% higher/lower with all
other variables held constant, the loss before
income tax for the years ended 31 December
2016 would have been decreased/increased
by RMB400,000 (2015: RMB355,000),
respectively.

Credit risk

Credit risk arises from cash and cash equivalents,
restricted bank deposits, trade and other receivables,
as well as credit exposures to customers, including
outstanding receivables and committed transactions.

The Group has no significant concentrations of
credit risk. The carrying amounts of cash and bank
balances, restricted bank deposits, trade and other
receivables included in the consolidated statement
of financial position represent the Group's
maximum exposure to credit risk in relation to its
financial assets. As at 31 December 2016 and 2015,
all cash and cash equivalents and restricted bank
deposits were deposited into highly reputable and
sizable banks and financial institutions without
significant credit risk. For sales of yarns and fabrics,
the Group generally grants credit terms of less than
90 days to its customers in Mainland China and
120 days to its customers in other countries. The
sales of PEl were originally on credit terms of 270
days after shipment date which were revised to
one year after the date of customer’s confirmations
according to supplemental agreements entered
subsequently in July 2016. The Group performs
ongoing credit evaluations of its customers’ financial
conditions and has policies in place to ensure that
trade receivables are followed up on a timely basis.
The Group performs ongoing credit evaluations of
their financial conditions and monitors the timely
collection of the advances.

3.

For the year ended 31 December 2016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

3. FINANCIAL RISK MANAGEMENT (continuea)

3. B¥EMREE@m

3.1 Financial riSk faCtorS (continued) 31 ﬁjﬁ@@i(%ﬁ)
(c) Liquidity risk () FmEELEE

Cash flow is managed at group level by the finance
controller. The finance controller monitors the
Group's liquidity requirements to ensure that it has
sufficient cash to meet operational needs at all times
and does not breach borrowing limits or covenants

RenEXrEmMRsrEsE
EBHER - MKHAEEEAEE
MIRBESF K - BIRERFER
ERTENEEMRT - MEARE
B T2 R A E KRN

on any of its borrowing facilities. The finance RSB E AR R - B
controller usually takes into consideration the A@ﬁ*@%“"\%ﬁ$’ila’]1gﬁ%@
Group's debt financing plans, covenant compliance RN L{iﬁ&f'%\ﬁqﬁéﬁ
and compliance with internal balance sheet ratio EABERLXEE

targets.

The finance controller mainly invests surplus cash in
time deposits, with appropriate maturities.

The table below analyses the Group’s financial
liabilities into relevant maturity groupings based
on the remaining period at the balance sheet
date to the contractual maturity date. The

MHERETZHRRBSRER
EHES - XEEZRIHA -

TRIEE4 ﬁE%BAA%’J ] =!
HTERME R HARIE A E
Ee@maEETHON - TREE
NEEBANARMRIRERE -

amounts disclosed in the table are the contractual
undiscounted cash flows.

Less than Between Between Over
1year 1and2years 2and 5 years 5 years Total
SRE 1226 2E5% HBB5F act
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARETE ARBTT ARETR
Group r&E
At 31 December 2016 R-ZE-RE
TEET=E
Borrowings T 261,609 149,027 97,160 159,420 667,216
Interest payable on borrowings FERHEZ K
and unsecured bonds BERESTS 28,447 13,227 20,300 2,520 64,494
Trade and other payables (exclude g5 &Eﬂﬂﬁéﬁ%ﬂlﬁ
advanced payments from (TRREREEP
customers, other taxes payable, R EiER
salary payable and interest payable) %78 - EffE & K
ERFE) 100,197 - - 100,197
390,253 162,254 117,460 161,940 831,907
At 31 December 2015 R=2-1%
+=A=1+-H
Borrowings fER 104,111 125,757 97,977 77,221 405,066
Interest payable on borrowings FERHET N
and unsecured bonds BERESHS 28,497 30,863 20,207 6,043 85,610
Trade and other payables (exclude g5 REMENTE
advanced payments from (MERERERF
customers, other taxes payable, MR - EfofEft
salary payable and interest payable)  FHIE - EfEHE R
FERME) 99,214 8,160 - - 107,374
231,822 164,780 118,184 83,264 598,050
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 B R Miar

3. FINANCIAL RISK MANAGEMENT (continuea) 3.

3.2 Capital risk management

The Group's objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for equity holder and
to maintain an optimal capital structure to reduce the cost

of capital.

In order to maintain or adjust the capital structure, the
Group may adjust the amount of dividends paid to equity
holders, return capital to equity holders, issue new shares

or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors
capital on the basis of the gearing ratio. This ratio is
calculated as total debt divided by total equity. Total debt
is calculated as total borrowings (including current and
non-current borrowings as shown in the consolidated

statement of financial position).

The gearing ratios are as follows:

For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

B S B B T ()

32 BEXEBRERE
REBHERERERE EREREER
e AR - BiEERA ARH
Bl - FARERREERNERELURDE
ZNGE

RERRFHREARRGE - AEE S
FREIN TREHEANRESE - #
ﬁgﬁ/\ﬁ’ﬂ@iﬁ’éﬁﬁiﬁ%ﬁéu%ﬁ

HERHEAM DR - NEBEMNAER
BIRLLREIREAR o ZH RIRER B
FrIAMBERAERERT o BISARRIRESA
B(BEAFMEIRARAREREE
KESEREER)H -

BB ELRFIMT

2016
—E—RE
RMB’000
AR¥F T
Total borrowings (Note 16) fER Bz (MsE16) 539,597 405,066
Total debt B4R 539,597 405,066
Less: Cash and bank balances (Note 13) B IRE NIRITREE
(f7E13) (25,042) (374,983)
Net debt B 55 514,555 30,083
Total equity TSR ER 603,733 908,489
Total capital BEAREER 1,118,288 938,572
Net gearing ratio FENBELR 46.0% 3.1%

The gearing ratio increased from 3.1% as at 31 December
2015 to 46.0% as at 31 December 2016, mainly due to

the loss of the Group in 2016.

3.3 Fair value estimation

The carrying amount of the Group's financial assets
including trade and other receivables, cash and cash
equivalents and restricted bank deposits and financial
liabilities including trade and other payables and
borrowings are assumed to approximate their fair values
due to their short-term maturities or related liabilities
being charged at interest rates approximately to that

BB ERH _E—AFE+_ A
=t+—HM3 1% EE T —RF+=
A=1+—HH46.0% ' TEHNAREEH
RZT—NFE5EE -

3.3 AFEMREE
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FIBEREZ)NEREREIHEEE
1ERE & EREm SRR N R R
mBREAEENFEEES - JHERRE
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of market. 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE-F—AE+=A=+—AIEE

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

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 equal 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, residual values and impairment of
property, plant and equipment
The Group’s management determines the estimated
useful lives and residual values and consequently the
related depreciation charges for its property, plant and
equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant and
equipment of similar nature and functions. It could change
as a result of technical innovations and competitors action
in response to sever industry cycles. Management will
increase the depreciation charge where useful lives are
less than previously estimated lives, or it will write-off or
write down technically obsolete or non-strategic assets
that have been abandoned or sold. Actual economic lives
may differ from estimated useful lives, and actual residual
values may differ from estimated residual values. Periodic
reviews could result in a change in depreciable lives and
residual values and therefore changes in depreciation
expenses in the future periods.

The Group’s management determines to test whether
the property, plant and equipment is suffered from
impairment as a negative gross margin arised in 2016 and
the Group intended to reengineer certain of its production
facilities from production of cotton fabric to chemical
fabric. 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 of disposal 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).
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4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (continuea)

(b)

(o)

(d)

Impairment of trade, other receivables and
prepayments

The Group’s management estimates the provision for
impairment of trade, other receivables and prepayments
by assessing their recoverability. Provisions are applied to
trade, other receivables and prepayments where events or
changes in circumstances indicate that the balances may
not be collectible and require the use of estimates. Where
the expectation is different from the original estimate,
such difference will impact carrying value of trade and
other receivable and impairment charge in the period in
which such estimate has been changed.

Net realisable value of inventories

The Group’s management estimates the provision of
impairment of inventories by assessing their net realisable
value. Net realisable value is the estimated selling price in
the ordinary course of business, less the estimated costs
to completion and estimated costs necessary to make the
sale. Provisions are applied to inventories where events
or changes in circumstances indicate that the inventory
cost may exceed the net realisable value and require the
use of estimates. Where the expectation is different from
the original estimate, such difference will impact carrying
value of inventories and impairment charge in the period
in which such estimate has been changed.

Impairment of Investment accounted for using
equity method

The Group’s management determines at each reporting
date whether there is any objective evidence that the
investment in the associate is impaired. If this is the
case, the group calculates the amount of impairment as
the difference between the recoverable amount of the
associate and its carrying value and recognises the amount
adjacent to ‘share of profit of investments accounted for
using equity method’ in the consolidated statement of
comprehensive income.

For the year ended 31 December 2016
B2 —F—ANF+-A=+—HIFE

4. BARETHEE RHAE @

(b)

(c)

(d)
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For the year ended 31 December 2016
BE-F—AE+=A=+—AIEE

4. CRITICAL ACCOUNTING ESTIMATES AND 4. E#eit{hstR X

JUDGMENTS (ontinued)

(e) Current income tax and deferred income tax
The Group is mainly subject to income tax in the Mainland
China. Significant judgement is required in determining
the provision for income tax. There are some transactions
and calculations for which the ultimate tax determination
is uncertain during the ordinary course of business. 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 income tax and provisions
in the year in which such determination is made.

Deferred income tax assets and liabilities are determined
using income tax rates that are expected to apply when
the related deferred income tax assets are realised or the
deferred income tax liabilities are settled. The expected
applicable income tax rate is determined based on the
enacted tax laws and regulations and the actual situation
of the Group. The management of the Group will revise
the expectation where the final income tax rate is different
from the original expectation.

REVENUE AND SEGMENT INFORMATION

The chief operating decision-maker has been identified as the
executive directors of the Company. The directors review the
Group's internal reporting in order to assess performance and
allocate resources. The directors have determined the operating
segments based on these reports. The directors consider the
business from both a product and geographical perspectives.
In 2015, the management assesses the performance from sales
of fabrics and cotton yarns. From 2016, the Group entered into
the trading of polyetherimide (“PEI”) and assessed it as a new
business segment.

The operations are further evaluated on a geographic basis
including Mainland China and Hong Kong.

Segment assets consist primarily of land use rights, property,
plant and equipment, inventories, trade and other receivables
and prepayments. They exclude deferred income tax assets,
restricted bank deposits and cash and cash equivalents.

Segment liabilities comprise operating liabilities. They exclude
borrowings from banks and other financial institutions.

WANG TAI HOLDINGS LIMITED
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For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

REVENUE AND SEGMENT INFORMATION 5. WHEBo9HER @

(continued)

The segment information is set out below: DEEREIIIAT -
The segment information for the year ended 31 December 2016 HE_Z—"F+_A=+—HLEFEHND
is as follows: EHERWT :

Fabrics Yarns PEI
(i) wE  IRBR
Mainland

China Hong Kong Hong Kong
RER B &t
RMB'000 RMB’'000 RMB'000 RMB'000  RMB'000
ARBTT ARBTR ARMTR AR®TR AR®TR

Year ended 31 December 2016 BE-_ZE—~REt+=B
=t—-HIEEE

Segment results DS
Total segment revenue Dbl eEE 394,356 227,805 48,923 332,593 1,003,677
Inter-segment revenue Pt (174,444) - (48923) - (223,367)
Revenue from external customers REINBREHIYES 219,912 227,805 - 332,593 780,310
Segment profit DEBHEF] (53,795) 28,468 (15,533) 20,017 (20,843)
Other operating expenses Hi % (215,962)
Other income and HpA K

other losses — net HipEiE— 558 1,333
Finance costs — net AT (49,146)
Share of loss of investments accounted for ki iEzE = A BER)

using equity method REEE (63,144)
Loss before income tax [‘?Fﬁ SHAIEE (347,762)
Income tax credit SRR 16,739
Loss for the period HiREE (331,023)
Other segment items HitnHEE
Capital expenditure BARRY 7,453 - - - 7,453
Amortisation of leasehold land HETH R

and land use right T 3b {55 PR A 5 495 - 62 - 557
Depreciation of property, M - BE R

plant and equipment FENE 35,450 14 6,792 - 42,256
Impairment losses REEE 159,509 85,266 15,533 - 260,308
As at 31 December 2016 Rn= ?_ ~NETZH
Segment asset and liabilities ﬁ‘;ﬂlﬁ&&ﬁ{’
Segment assets DEEE 634,825 261,216 28,616 332,593 1,257,250
Unallocated assets AOBREE 54,788
Total assets BERH 1,312,038
Segment liabilities NEEE 87,638 75,836 3,908 340 167,722
Unallocated liabilities AR EE 540,583

708,305

Fr ez 11D
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11

5. REVENUE AND SEGMENT INFORMATION 5. W#Eo2IER @)
(continued)
The segment information for the year ended 31 December 2015 HE—_ZT—RAF+-A=+—HLFEND
is as follows: ERERLT
Fabrics
[
Mainland
China Hong Kong
RE At B
RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARBETT ARETT
Year ended 31 December 2015 BEZ-_E-—1F+=-A
=t+—HIEE
Segment results DEBEE
Total segment revenue HE R 582,769 162,586 87,022 832,377
Inter-segment revenue S EpE s (147,827) - (14,295) (162,122)
Revenue from external customers R EINERE P E s 434,942 162,586 72,727 670,255
Segment profit paN iyl (2,455) 9,318 1,533 8,396
Other operating expenses Hing & (35,364)
Other income and Hip A R E &8
other losses — net — REE 15,996
Finance costs — net BEKA—F5E (23,389)
Loss before income tax KRETSFAIEE (34,361)
Income tax credit FTiSTiiE® 11,044
Loss for the period HREE (23,317)
Other segment items Hitt»3EAE
Capital expenditure EARRX 36,583 - 4,124 40,707
Amortisation of leasehold land HETM R
and land use right 5 A 497 - 60 557
Depreciation of property, mE - BEK
plant and equipment RIEGITE 36,186 = 4,369 40,555
As at 31 December 2015 N=-ZB-RHF+=H
Sr=
Segment asset and liabilities PBEEREE
Segment assets DEEE 649,645 244,107 74,904 968,656
Unallocated assets AAWREE 508,876
Total assets BEHBE 1,477,532
Segment liabilities DEEE 101,713 = 11,971 113,684
Unallocated liabilities Ao aE 455,359
569,043

2016 Annual Report
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REVENUE AND SEGMENT INFORMATION 5.
(continued)

The information for sales customers who covered over 10% of

the total sales is as follows:

NANCIAL STATEMENTS & 3t81 #5 R R MIzT
For the year ended 31 December 2016
BE—F—NF+-A=+—HIFFE

WK o EBER @)

HEEERERI0%NEETFPNER WM
N

2015
—Z-AfF

RMB’000

ARETIT
JLQ MERCHANDISING JLQ MERCHANDISING 120,283 15% - -
LMF MERCHANDISING LMF MERCHANDISING 83,228 11% - -

STANDARD ESSENTIALS STANDARD ESSENTIALS
MERCHANDISING MERCHANDISING 84,769 1% - -
288,280 37% - -
LEASEHOLD LAND AND LAND USE RIGHTS 6. HELTMR L Hh{FHE

Leasehold land and land use rights represent the net book
amount of prepaid operating lease payments. All the land use
rights of the Group are located in the PRC and are held on
leases with remaining periods of 50 years.

ME 13 Jo 4 s {sF A RN TR & TR E F0R
FREDFE - NEBAA L E AR S
 WIARIBREFHISOFHERA -

2015

—ET—RF

RMB’000

AREFIT

Opening amount ¥ SRR 24,895 25,453
Amortisation (Note 22) B (M7E22) (557) (557)
Closing amount RS 24,338 24,896
Cost (D% 27,868 27,868
Accumulated amortisation S (3,530) (2,972)
Net book amount BREFE 24,338 24,896

The leasehold land and land use rights with net book value of
approximately RMB24,338,000 (2015: RMB24,896,000) as at
31 December 2016 were pledged as collaterals for certain bank
borrowings of the Group (Note 16).

Amortisation expense has been charged to “general and
administrative expenses” in the consolidated statement of
comprehensive income.

The Group has obtained land use right certificates of all the
leasehold land of the Group.

R-ZE—RNE+-A=+—08  EEFED
ABARM24,338,000t(—E—HF : AREE
24,896,0007C) AR E Tip & + b AED K
EREBE TIRITEKOERFIRE6) ©

BHMAONAHEERERN —REITH
FASZ AP HIRR ©

AEBCREMAEEE T ES T (E A

& o
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For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

7. PROPERTY, PLANT AND EQUIPMENT 7. ME- BERKE
Office
Machinery  equipment,
and furniture  Construction
Buildings  equipment  and vehicle in-progress Total
BT HERRE HARES KEIR @t
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETE ARETT ARETT ARETR
At 1 January 2015 R-Z2-1%-A-H
Cost or valuation A EE 294,792 277,122 6,144 36,919 614,977
Accumulated depreciation e (42,747) (91,588) 2,212) = (136,547
Net book amount REFE 252,045 185,534 3,932 36,919 478,430
Year ended 31 December 2015  HZ=-F-T1f
| t-p=t-ALEE
Opening net book amount HOEmFE 252,045 185,534 3,932 36,919 478,430
Additions WNE 13 184 1,199 39,311 40,707
Disposals (Note 29) HE (Ff1iE29) = (685) (444) = (1,129)
Depreciation charges (Note 22) WESR(ME2) (13,144) (26,439) (972) - (40,555)
Closing net book amount HIREEEEE 238,914 158,594 3,715 76,230 477453
At 31 December 2015 R-E-1&
| +=A=1-R
Cost or valuation ARG hE 294,805 259,515 5,132 76,230 635,682
Accumulated depreciation Z2:HihE (55,891) (100,921) (1,417) - (158,229)
Net book amount REFE 238,914 158,594 3,715 76,230 477,453
Year ended 31 December 2016  HZE=B-—-~f
+-A=t-BLEE
Opening net book amount HYBREFE 238,914 158,594 3,715 76,230 471,453
Additions NE - 248 65 2 315
Disposals (Note 29) & (Fi7E29) - (14,549) - - (14,549)
Transfers 23 76,232 - - (76,232) -
Depreciation charges (Note 22) HEER(M2) (16,590) (24,856) (810) - (42,256)
Impairment for the year FENHE - (15,533) - - (15,533)
Closing net book amount HRERE (A 298,556 103,904 2,970 - 405,430
At 31 December 2016 R-B-—KE
+=A=t-§
Cost or valuation A EE 371,037 232,915 5,197 - 609,149
Accumulated depreciation B:irE (72,481) (113,478) (2,227) - (188,186)
Impairment A - (15,533) - - (15,533)
Net book amount EEFE 298,556 103,904 2,970 - 405,430

11
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PROPRETY, PLANT AND EQUIPMENT (ontinued)
During the year ended 31 December 2016, the Group did
not capitalise interest on borrowings (2015: RMB324,000)
on qualifying assets. Borrowing costs were capitalised at the
weighted average rate of 7.9% per annum for 2015.

In 2016, the amounts of depreciation expense charged to
cost of sales and general and administrative expenses were
RMB36,232,000 and RMB6,024,000, respectively (2015:
RMB34,386,000 and RMB6,169,000).

In December 2016, the Group disposed of four production lines’
machinery and equipment for the production of cotton yarns
at the Fujian Shishi production plant. The net book value of the
machinery and equipment was RMB14,531,000 and the selling
price was RMB5,000,000, resulting in a loss of RMB9,541,000
from the disposal which was charged to “other losses” (Note
21) in the consolidated statement of comprehensive income.
In view of the sluggish cotton yarn market, the Group decided
to temporarily suspend its cotton yarn production at the
Fujian Shishi production plant until the market recovers. The
carrying amounts of the machinery and equipment of the
remaining cotton yarns production lines and the related auxiliary
equipment have been reduced to their recoverable amounts
through recognition of an impairment loss of RMB15,533,000.
This has been included in “cost of sales” (Note 22) in the
consolidated statement of comprehensive income.

As at 31 December 2016, buildings of the Group with
net book value of approximately RMB198,351,000 (2015:
RMB209,969,000), and machinery and equipment of the Group
with net book value of approximately RMB43,025,000 (2015:
RMB55,995,000), were pledged as collaterals for certain bank
borrowings of the Group (Note 16).

AVAILABLE-FOR-SALE FINANCIAL ASSETS

7.

8.

For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

M BERZE®
REE-Z—A"EF+-_A=+—HILEFE -
REBI KBERFEERL(ZT—RF :
AR#324,0007T) - R=ZZT—FF - EFK
REARIETFFEFRT 9% E AL -

RZZE—AF REEREANBHITE
AYXUE—RETEEISBARE
36,232,000 7T & A R #6,024,000 T ( ==
—FHF : AR #34386,0007T Kk AR
6,169,0007T) °

RZB—RNF+A AEBLEMLREE
B A E RS PR L E R 4D B DU 6 A B AR A
BRI - B MRENERAFEAARK
14,531,0007T * MiHEE A ARS5,000,000
T MEA T EEEAR9,541,0007T ¢ 7%
HEREMHEAENERI MR (FE21)
Bk - BEERNIRYTIZRESS - AEBRTY
eI ERNBEAMEERENIRY £E -
BEEMGEE - R TEERYEEGMIKES
R EAREERERENREFED ER
R EE B A R 15,533,000 0 EH A
WElEE - ZHERAHEEmKEREEX
K (B7E22) ABE ©

N-Z—RE+-A=1+—0  AX&EEEH
SREH AR #198,315,0007C( —FE—H4F ¢
AR #209,969,0007T ) FUIEF LA R A& E IR
R ELARE43,025,000t(—E—REF -
AR #55,995,0007T ) iU ES & 5% B 4R R E
AEEETFRTERMIEER(ME16) ©

AftHETREE

BRER EMERE

Investment in unlisted equity

4,500 4,500

The unlisted equity investment represents a 10% equity interest
in a financial institution in Hubei, the PRC. The unlisted equity
investment is denominated in RMB.

A EMRAEREE — BRI R
HEBRAEN10% ° R ETRERERARE

it -
*ressns 119
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For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

9. FINANCIAL INSTRUMENTS BY CATEGORY 9. RERBE/ISNEMIE

Available-
for-sale
financial Loans and
assets receivables Total

AHEE

STHMEE BRREWFRER st

RMB’000 RMB’000 RMB’000
ARET R AR®T R AR®TR

31 December 2016 —E-XRE+=AH
=ar—13
Assets as per statement of BN RATIEE

financial position

Available-for-sale financial assets RJtHELRMEE 4,500 - 4,500
Trade and bills receivables o RIGIAE R EREE - 530,346 530,346
Other receivables EAth e U GRIE - 5,077 5,077
Restricted bank deposits and SREETEFIARES

cash and cash equivalents KR EEBY - 25,042 25,042
Total FEn 4,500 560,465 564,965

Other financial

liabilities at
amortised cost
H iR @ s A
FIlRNESRMEE
RMB’000
ARET T
31 December 2016 —E2-ANF+=-A=+—8H
Liabilities as per statement of BN RS &
financial position
Borrowings BE 539,597
Trade and bills payables B RNRERENERE 92,569
Accruals and other payables excluding ST R H M S FR OB BR 17 3K
deposits and statutory liabilities METEBE 20,103
Total #sEt 652,269

WANG TAI HOLDINGS LIMITED
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For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

9. FINANCIAL INSTRUMENTS BY CATEGORY 9. RERIZSWELRMITE @

(continued)

Available-
for-sale
financial Loans and
assets receivables Total

Al

TREE BERNERFUR st

RMB’000 RMB’000 RMB’000
ARBTT ARBT T ARBTT

31 December 2015 —ZE—FF
+=g=+-R
Assets as per statement of BB RRAIEE

financial position

Available-for-sale financial assets A {t i E S REE 4,500 = 4,500
Trade and bills receivables = O e - 256,583 256,583
Other receivables HAb U GRIA = 7,625 7,625
Restricted bank deposits and SR EISRITERARIR S

cash and cash equivalents KIReEEY - 398,351 398,351
Total 18t 4,500 662,559 667,059

Other financial

liabilities at
amortise cost
b F 8 Sk AR
PR E B A&
RMB’'000
ARETT
31 December 2015 —E-FHF+=A=+—8H
Liabilities as per statement of BN RS E
financial position
Borrowings BEe 405,066
Trade and bills payables B RNRERENERE 92,450
Accruals and other payables excluding FERT R B A FE A SRIBMIBR 5 30
deposits and statutory liabilities METBE 14,924
Total 1t 512,440
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BE—F—NFF-A=+—HIFE

10. INVESTMENT ACCOUNTED FOR USING 10. R#EXEABEMNIRE
EQUITY METHOD

The amount recognised in the statement of financial position is REATERR R FERH ST -
as follows:
2016 AON )
—E—RF —E—hF
RMB’000 RMB'000
ARET T ARBTIT
Share of net assets of an unlisted associate DR EMHERNREEFE 85,954 =
Goodwill EES 60,909 -
Impairment provision ERE (60,000) =
86,863 -
The amount recognised in the consolidated income statement is RAE NS R ERNLSB/EHI T
as follows:

2016
—E—RE

RMB’000
AR®TR

Share of loss of investments accounted for bR A AR EEE

2015
—E—RF
RMB’000
ARETF T

using equity method 3,144 _

Impairment for investment accounted for TR A AR ERE
using equity method 60,000 -
63,144 -

WANG TAI HOLDINGS LIMITED
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10. INVESTMENT ACCOUNTED FOR USING

EQUITY METHOD (continueay

Movements of the share of net assets are as follows:

For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

10. RERZEARNETE @)
PMEBEFENEEFES|NT :

2016 2015

—E—RF —E—hF

RMB’'000 RMB'000

AR%ET T ARETTT

Transferred from other non-current assets BEAMIERBEEEA 80,000 =
Addition e 70,000 -
Share of loss based on equity method MR RER A A BRRE TR (3,137) -
Impairment provision ERE (60,000) =
Closing amount HREH 86,863 =

At end of 2015, the Group started to negotiate with third
parties regarding the investment in Baixin (China) Co., Ltd.
("Baixin”). Baixin is a company in Hubei province of China
principally engaged in the manufacturing and sales of yarn and
cotton fabric products which management believe will bring
synergy to the operations of the Group’s production plant
in Hubei. A payment of RMB80,000,000 was paid as at 31
December 2015.

On 18 July 2016, the Group completed the transaction to
acquire a 50% equity interests in Baixin at a consideration of
RMB150,000,000. Baixin became an associated company of the
Group. The Group's share of the fair value of the identifiable
assets and liabilities of the associate acquired at acquisition
date was amounted to RMB89,091,000. As a result of the
acquisition, the Group recognised a goodwill amounted to
RMB60,909,000.

RZZE—RFK AEEHRREAZ=HAHR
AE(FBR)BRAR(IES ) WIREEITE
e BRUNTRBHLE  TBREEER
HEYREGERHER  MERERABZ
KA BALSERBILNEERETREE
WREME  WER—_E—hE+_A="+—
B & 1+ AR #80,000,0007T °

RZZE—X"FLtA+NB AEEEZK
WEBSE0%RENRS  REAARK
150,000,0007T * 1M B & AR A A & B B 2
NE] o REBRUEE B 8015 BTk B B
AAAHMAEERBENATEAARE
89,091,0007T - AEEZ AN BEERNE
AR#60,909,0007T °
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For the year ended 31 December 2016
BE-F—AE+=A=+—AIEE

10. INVESTMENT ACCOUNTED FOR USING

EQUITY METHOD (continueay

There are no contingent liabilities relating to the group’s interest
in the associate.

Impairment test

The associate incurred loss for 2016 and the demand for cotton
fabric in the region decreased which was out of the expectation
of management. In view of these impairment indicators, as at
31 December 2016, management carried out an impairment
assessment of the investment in the associate. In assessing
the recoverability of investment in the associate, management
identified the associate as one cash generating unit (“CGU").
The recoverable amount was determined based on value in
use calculation of the CGU which was considered higher than
its fair value less costs of disposal. The value in use calculation
was the present value of the future cash flows expected to be
derived from the CGU determined by using a discounted cash
flow model. These calculations use pre-tax cash flow projections
based on certain assumptions made by management covering
a five-year period. Cash flows beyond the five year period are
extrapolated using the estimated growth rates stated below.
The growth rate does not exceed the long-term average growth
rate for the business in which the CGU operates

The key assumptions used for value-in-use calculations are as
follows:

Growth rates to extrapolate cash flows 2%
beyond the budget period

Gross margin 13%-16%

Discount rate 14.4%

Management determined budgeted gross margin and growth
rates based on past performance and its expectations of market
development. The discount rate used are the pretax after
reflecting specific risks of the relevant operating segments of
cost of equity.

Based on the impairment testing of the recoverable amount
of the investment in the associate, an impairment of
RMB60,000,000 was recognised and is include in “Impairment
for investment accounted for using equity method” in the
consolidated statement of comprehensive income.
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BE—F—AF+-A=+—HIFEZ

10. INVESTMENT ACCOUNTED FOR USING 10. IREZEABRNIRE @)

EQUITY METHOD (continueay

Set out below are the summarised financial information for UTEMEE(PE) SR A B8 SR
Baixin (China) Co., Ltd. Eo
Summarised statement of financial position B RR R E

Baixin (China) Co., Ltd.
BE (FE) ARLAF
2016 2015

—E—XRE —ET—RF
RMB’000 RMB'000
AR¥T T ARBT T

Current TRE

Total current assets MEVEERE 137,290 =
Total current liabilities mENBERRE (166,382) =
Non-current FERE

Total non-current assets ERBEELE 328,953 =
Total non-current liabilities ERHAaGEE (126,251) -
Net assets BEEFE 173,610 -

Summarised statement of comprehensive income 2HEHKFRBE

Baixin (China) Co., Ltd.
BE (FE) ARAF
2016 2015

—E—XRE —E—RF
RMB’000 RMB’'000
AR¥T T ARETTT

Revenue g 68,143 -
Loss before income tax MrETSFLATE 1B (7,590) =
Income tax expense FrSHif > 1,302 =
Loss for the year FREE (6,288) =

B rerras 125
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For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

11. INVENTORIES

11. 78

2016 AON )
—E—XRE —E—RF

RMB’000 RMB'000
AR®TR ARBTT

Raw materials BERE 7.327 19,681
Work-in-progress TR 19,373 13,618
Finished goods 2URK 5B 23,237 30,720

49,937 64,019

The cost of inventories recognised as expense and included
in ‘cost of sales’ amounted to RMB716,268,000 (2015:
RMB574,181,000).

The Group did not recognise a provision in respect of the
obsolete inventories and write down of inventories to their net
realisable value for the year ended 31 December 2015 and
2016.

WANG TAI HOLDINGS LIMITED
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REAZ BT ANEENN INFEKREASARE
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BE—F—AF+-A=+—HIFEZ

12. TRADE AND OTHER RECEIVABLES AND 12. EZ R EMERREURE MK
PREPAYMENTS i}

2016 2015
S

0 0) RMB’000
AR®TR ARETT

Bills receivables BN EE 100 =
Trade receivables (a) H 5 [EWGRIA(a)
— From sales of yarns and fabrics —REHER R LEE 327,541 256,583
— From sales of PEI —REHETREER 332,593 =
660,134 256,583
Less: provision for impairment of trade B B S RENGEIERERE
receivables
— From sales of yarns and fabrics —REEEY R RER (129,888) =
Net trade and bill receivables B 5 EUGRIA K W F 5 530,346 256,583
Prepayments to suppliers for purchase of BB RME R ER M ATE
raw materials (b) R TE(D) 207,295 155,598
Less: provision for unrecoverable prepayments 3 : 7~ A] Yz [B] 78 < 538 B9 8 (59,387) (4,500)
Net prepayments for purchase of raw materials & B Ri1£ BT8R 2B EE 147,908 151,098
Other receivables: H A fEUGRIA -
Deductible value-added tax (“VAT") AR AR ([12EF ) 2,858 7,549
Receivable for disposal of machinery and S 2R I 2R 1 e U 0B
equipment 5,000 -
Others Eo 77 76
155,843 158,723
686,189 415,306

B venran 127
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For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

12. TRADE AND OTHER RECEIVABLES AND
PREPAYMENTS (ontinuea)

(a) Trade receivables
From sales of yarns and fabrics

12. Eﬁ%&ﬁf&@t&?ﬂlﬁu&ﬁﬁ%
I8 (&)
(a) EZEWFHE
KEHEWRREF

2016 2015
= i —TRF

RMB’000 RMB’000

AR®TR ARET T

Trade receivables E 5 EWGRIA 327,541 256,583
Less: provision for impairment OB (129,888) -
Net receivables FEWGRIESE 197,653 256,583

The maximum exposure to credit risk at the reporting
date is the carrying value of each class of receivables
mentioned above. In respect of sales of yarns and fabrics,
the Group generally grants credit terms of less than 90
days to its customers in Mainland China and 120 days to
its customers in other countries. The ageing analysis of the
trade and bills receivables arising from sales of yarns and
fabrics based on invoice date is as follows:

RS B AA RN R EERR A XAl &5
BIFEUGIRRAREE - SUIHEY R LERME @ &
SE-—RATEARBEFLET THEE0R RAE
ERZEFR T TEBI120HNEEH - HEDR
KA E 5 UG R & KRR ER B R B IR
FRECOMTANT -

2016 2015
—E—XE —ET—RF

RMB’000 RMB’000
AR®T T AR¥ETT

Within 3 months AR 63,277 133,623
4 to 6 months 4%261E A 44,178 122,476
7 to 12 months 721218 A 90,084 484
Over 1 year 1A E 130,002 -
Trade and bills receivables B S WA Kk RN E 327,541 256,583

WANG TAI HOLDINGS LIMITED
2016 Annual Report
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For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

12. TRADE AND OTHER RECEIVABLES AND 12. EZ R EMEKRFREURE MK

PREPAYMENTS (continued) IE(.%H)
(@) Trade receivables (continued) () EZEWFIE@)
From sales of yarns and fabrics (continued) KEHEYWRREF (&)

As at 31 December 2016, trade receivables from
sales of yarns and fabrics of RMB121,507,000 (2015:
RMB122,960,000) were neither past due nor impaired.
This relates to a number of independent customers for
whom there is no significant financial difficulty and
based on past experience, the overdue amounts can be
recovered. The aging analysis of these trade receivables is
as follows:

R-ZBE—XRE+-_A=1+—0 - &
WEREERHNESERFIBARE
121,507,000t (—Z T —FHF : AR#E
122,960,0007T ) AR 8 HR IR AR BLE © it
ThEN B KBRS E TB LR
B MBEBALS  ZSaHE
AT o 1t EE B W RIBRIRER DT
YT -

2015

—ET—RF

RMB’'000

ARETIT

Within 6 months 61EA MR 107,455 122,476
6 to 12 months 62 121@A 9,089 =
Over 12 months 1218 A LA £ 4,963 484
121,507 122,960

As at 31 December 2016, trade receivables of
RMB206,034,000 were impaired, and the amount of
provision thereon was RMB129,888,000. The aging
analysis of these receivables is as follows:

RZE—RNFE+_A=+—H8 A
R % 206,034,000 7T B & 5 & W =X
BHERE X mMEBEGSBEINAARE
129,888,0007T ° IthEE 5 U KIEK
BREC D ITEZILNT -

2015

—ET—RF

RMB’'000

ARETIT

6 to 12 months 621218 A 80,995 =
Over 12 months 1218 A A E 125,039 =
206,034 -

ERERERQA
2016 FERE

129
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For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

12. TRADE AND OTHER RECEIVABLES AND 12. ES R EMEWEEURFAE N

PREPAYMENTS (continued) IE(%)
(a) Trade receivables (continued) (a) BZEWFIE @)
From sales of yarns and fabrics (continued) KEHEYRREF (&)

13

The movements in provision for impairment are as follows:

EBRENESEIMT

2016 2015

—E-XRF e

RMB’000 RMB'000

AR¥T T ARET T

As 1 January R—H—H - =
Provision for impairment of trade receivables & 5 [f& U X I8 R R (BB 1 129,888 -
As 31 December wnt+=—A=+—H 129,888 -

The aging profile of the Group’s trade receivables
in relation to yarns and fabric sales had been much
deteriorated since the Group commenced sales to
overseas customers in the second half year of 2015.
Given the significant overdue of receivables, the Group
had reached settlement confirmations with certain
customers with trade receivables balances amounting to
RMB232,913,000, and a provision of RMB41,257,000
was made against unrecoverable amounts. Regarding
the remaining receivables balances of RMB94,628,000,
the Group set aside a provisions for impairment
totalling RMB88,631,000 based on ageing profile of the
receivables.

WANG TAI HOLDINGS LIMITED
2016 Annual Report

AEEERMEVREAREBEE SHEK
RENRERASA _TE—RET¥E
REERBRAEIEFELHERS
AR - BEREUWRIEE K@ -
REERE ZERRFIBEHAARE
232,913,000 B TEFPIAELEE
RE - ERRSEAREFBEEDAR
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For the year ended 31 December 2016
BE—F—NF+-A=+—HIFFE

12. TRADE AND OTHER RECEIVABLES AND 12. ES R HEMEWESEURFE N

PREPAYMENTS (continued) IE(?;E)
(a) Trade receivables (continueq) (a) EFEWNE@E)
From sales of PEI trading KEEETEEH

As disclosed in Note 5 above, the Group started a new
business of trading of polyetherimide products (“PEI")
during the year ended 31 December 2016. The gross
sales from trading of PEIl during the year amounted to
RMB344,308,000 (before the discount described below),
which remained unsettled as at 31 December 2016. The
sales of PEI were originally on credit terms of 270 days
after shipment date which were revised to one year
after the date of customer’s confirmations according
to supplemental agreements entered subsequently in
July 2016. The earliest due date of settlement of these
receivables will be in May 2017. Moreover, in November
2016, the Group was informed by customers that the
PEl products related to sales transactions amounting to
RMB234,301,000 were found to have quality issues and
requested the Group to offer a discount on the sales
amount. After various negotiations with the customers,
in March 2017, the Group reached agreements with
the relevant customers and a discount of 5% on the
original billed amount was granted. The discount of
RMB11,715,000 was recorded as a reduction to the gross
sales revenue, and the receivables as at 31 December
2016 was adjusted to RMB332,593,000 as a result.

The aging analysis of the receivables from PEI sales, based
on dates of sales confirmations, is as follows:

BB EESETIR DR - AEERE R
TE-RF+-_A=+—BILEER
EEE TRER([ITRRSEH NI
e ERN - kBB TIRBENHER
%8 A % 344,308,000 7T (1% T 3B
MR R _E—R"F+=-A=1+—
BHALS  ITREBNEENEES
RAESRNMNE%2708 » HEBEN -
T—RFL AN ET BRSNS E
BEEREERNE—F - fEERKK
HNRRIHPEEE-_ZT—tFRA -
oh  RZE—ARE+—F  A5H
BREEEM  BEEXFEBEARE
234,301,0007TH) TR BRI S8 RTEE SR
B WERAEBEREESTEL T
il - BERFETZNERE A&
BR T —+F-FEEBEEFPEMX
W YR ARSER F5% M
1o ARME11,715,0007THHTHIABR B
BEHEWEIDREE - BN =T —X
F+-—A=1+—8  BRFESHEZE
AR #332,593,0007T °

REHERREE - HETIRBHE
WERIERE AT -

2015

S

RMB’000

AREFIT

Within 3 months 3EAR 222,586 =
4 to 6 months 4Z618 A - =
6 to 12 months 62 121@A 110,007 =
332,593 -

All the receivables from PEIl sales were not over due as at
31 December 2016.

RZF—RF+-A=1+—H HET
TRZB R P FE YR IR S A -

%k%ﬂﬁﬁﬁﬁﬁﬁ131
2016 FERE
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BE—F—NFF-A=+—HIFE

12. TRADE AND OTHER RECEIVABLES AND 12. ES B HMERKREUR AN
PREPAYMENTS (continued) IE(%)
(b) Prepayments for purchase of raw materials (b) BEEMBMFENSFIE

13

As at 31 December 2016, the Group made prepayments
to suppliers for purchase of raw materials amounted to
RMB207,295,000 (2015: RMB155,598,000).

Among the prepayments to suppliers balance as at
31 December 2016, the Group had a prepayment of
RMB91,627,000 with a major supplier of cotton and
yarns raw materials. In March 2017, the Group reached
a purchase agreement with this supplier for a total
commitment of RMB55,780,000 purchases for year
2017. A provision of RMB35,847,000 was made for the
remaining balance as at 31 December 2016 given the
potential financial difficulty of this supplier.

A full provision of RMB19,040,000 was made for the
unrecoverable prepayments to another supplier which also
has been in financial difficulty and from which the Group
has ceased purchases since April 2016.

The directors considered that the Group is able to recover
the receivable and prepayment amounts net of provisions
made.

The provisions for impairment of trade receivables and for
unrecoverable prepayments were included in “general and
administrative expenses” in the consolidated statement of
comprehensive income.

Trade and other receivables and prepayments are
denominated in the following currencies:

MR-ZE—XE+-A=+—8 A&
EREERM A REETIFTARE
207,295,000 TN BN HB(=ZT—H
& AR#¥155,598,0007T) °

RZZ—R"E+-_A=+—08  RA&E
B HER S MIEMN B - AR
91,627,000 CA TR SRIE A B8 R4V 4R
EMERHEZREREHELEH N
—tF=F  AEBEEZHEEFIE
B AR TR eEE
A AR H55 780,000 © A I it
ERABEVRAE  ERR_Z—X
FH-_AZt+—HRNEBEDARE
35,847,000 CHY B o

AEB IS — B EREEMNE LR TE
T RIBVE I B EUE 5 A R 19,040,000
T ZARERE A B RN E# - mAS
B = Z—/NF0 A RRAR MRS -

E=RR - AKE R D EKHIR R IE
IR (HNER B -

B 5 WA R R BB S R W m IR
NHREREHE2ERER —RRITE
P IARR ©

B 5 R EA B FIRA R FANFIRE T
FIEHEEHE

2016 2015

S —T-RF

RMB’000 RMB’'000

AR®T T ARETIT

RMB AR 424,973 312,376
usD ET 261,216 107,430
Trade receivables =) e e 686,189 419,806

WANG TAI HOLDINGS LIMITED
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BE—F—AF+-A=+—HIFEZ

13. CASH AND BANK BALANCES AND 13. B4 RBITHEURIZIR4IET
RESTRICTED BANK DEPOSITS XN

2016 2015
—E—XRE —ET—RF

RMB’000 RMB'000
AR®T T ARBTIT

Cash and bank balances e RIRTTEREE

— Cash at bank and in hand —iRIT R FEER S 4,082 55,401

— Time deposits — FEATE K - 319,582
4,082 374,983

Restricted bank deposits R HISRITIE 5K 20,960 23,368

The restricted bank deposits represented deposits pledged as  Z[R &R ITEFIEEFAIER B IR1TEA AL 21 (JER
security for issuing bank acceptance notes (bills payables). The  ZEIE)EZERNEFER - HE-ZT—RNF+_A=+—
restricted bank deposits have deposit periods within one year B IFFE - SREIBITHFARNEREE—F 2R -
and are interest bearing at 1.75% (2015: 2.33%) per annum  JZEF|E1 75% (= F—AE : 2.33%)5t 5 ©
during the year ended 31 December 2016.

Cash and bank balances are denominated in the following 384 &iR{T8AZELA N5 & HEEHE ¢
currencies:

2016 2015
S i

RMB’000 RMB'000
AR®T T ARETT

RMB AR 3,937 374,689
HKD BIT 37 193
uUsb I 108 101
4,082 374,983

All restricted bank deposits are denominated in RMB. B XREBIRITEFAAREE -
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BE—F—NFF-A=+—HIFE

14. SHARE CAPITAL 14. R
(@) Share capital (a) WA
Number of Share
shares capital
KA ;S
(thousands) HKD’'000
(FR%) BT
Authorised: JATE ¢
As at 1 January and R=ZB-REF—A—-HR
31 December 2016 +=—A=+—H 10,000,000 1,000,000
Number of
shares Share capital
BB [N
(thousands) HKD'000 RMB'000
(FR%) T AREFIT
Issued and fully paid: BEITREE
As at 1 January 2015 R=—ZT—HFE—H—H 1,010,000 101,000 80,215
Issue of placing shares(i) BITEREIR(A () 440,000 44,000 35,590
Proceeds from share issued TR ST 237 TRR
for exercise of share 13 B8 SR IE (i)
option scheme (ii) 50,000 5,000 3,940

As at 31 December 2015 R-EB—R%F

+=-—HA=+—H 1,500,000 150,000 119,745
As at 1 January 2016 N=ZB—X<HE—H—H 1,500,000 150,000 119,745
Proceeds from share issued TR 2131 TRR
for exercise of share 3 FT 1S SR IA(i)
option scheme (jii) 50,000 5,000 4,265

As at 31 December 2016 N-ZB—XRE+=A
=+—d 1,550,000 155,000 124,010

WANG TAI HOLDINGS LIMITED
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14. SHARE CAPITAL (ontinuea)

(@) Share capital (continued)

Notes:

@

On 19 May 2015, an aggregate of 200,000,000 shares
of the Company were successfully placed by a placing
agent to the investors at the placing price of HKD0.76
per share. The proceeds of HKD20,000,000 (equivalent to
approximately RMB15,760,000), representing par value of
the ordinary shares, were credited to the Company’s share
capital account, and after deducting issuance expenses,
the remaining proceeds of HKD131,091,000 (equivalent
to approximately RMB103,107,000) were credited to the
Company'’s share premium account.

On 28 August 2015, an aggregate of 240,000,000 shares
of the Company were successfully placed by a placing
agent to the investors at the placing price of HKD1.50
per share. The proceeds of HKD24,000,000 (equivalent to
approximately RMB19,830,000), representing par value of
the ordinary shares, were credited to the Company’s share
capital account, and after deducting issuance expenses,
the remaining proceeds of HKD332,338,000 (equivalent
to approximately RMB274,116,000) were credited to the
Company'’s share premium account.

In 2015, 50,000,000 shares were issued pursuant to
the exercise of share options granted in 2014. The
proceeds of HKD5,000,000 (equivalent to approximately
RMB3,940,000), representing par value of the ordinary
shares, were credited to the Company’s share capital
account, and the remaining proceeds of HKD43,900,000
(equivalent to approximately RMB34,593,000) were
credited to the Company’s share premium account. The
related weighted average price at the time of exercise was
HKD1.5 per share.

For the year ended 31 December 2016
RE=F—AFE+f=+—HIFE

14. BA& @)
(a) MA<(m)
PEE -

@

(ii)

R-ZZ—RFRA+IA  BEERRE
LAERR0. 768 TR EBXINELEE
200,000,000 8 R A E P D FIRE
% o FT155X1820,000,000/8 7T (1B &
R # A R%15,760,000 7T © BN %
LT@RAEE) Dt AR QB ARA
B - MINBREFITRAS MG - B TAIERK
18131,091,000/8 7 (FHERHARKE
103,107,00070) B 5T AR R AR (7
RERR o

R-Z—RENA=-+NEB  BER
B A1 508 TR EEX AL E
4 $£240,000,000f% A8 22 & A% 15 F %
& - B8 EIE 24,000,000 7T (48
BERHARY19,830,0007T  BliZE
T@RMEE) Bt AR A MRA
B - MINBREITRAS & - R TAIEK
78332,338,000/8 L (HHERHARE
274,116,0007T) E st AR R RIHIAR 5
B o

R=—Z—F 4 - 50,000,000 & f&1D 1R
BT -NEREBRERTER
JEEE1T o B3 3EXIES,000,0007 7T (46
B ARM3,940,0007T - Bl E
LT@RAEE) Dt AR QB ARA
B + MR T FT153K1843,900,0007%8 7T
(HEER# ARKE34,593,0007T) B 5t
ARR R EEER o RITERS
FRR I (B AR 58T -

ERERERQA
2016 FERE

135
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For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

14. SHARE CAPITAL (ontinued)
(@) Share capital (continued)
Notes: (continued)

13

(iii)

The Company adopted a share option scheme (the
“Scheme”) on 25 May 2016. Pursuant to the Scheme,
share options to subscribe for an aggregate of 50,000,000
ordinary shares of the Company were granted to certain
employees of the Company and selected customers and
suppliers on 30 June 2016. The options granted are
exercisable from the date of grant for a period of three
years, and at an exercise price of HKDO.5 per share.

The value of the options granted during the period was
determined using the Binomial Model. The significant
inputs into the model included the weighted average
share price of HKD0.468 at the grant date, exercise price
of HKDO.5 per share, volatility of 39.72%. The total share
based compensation expense recognised in the income
statement for the share options granted amounted to
HKD5,844,000 (equivalent to RMB4,942,000) of which
HKD1,753,000 (equivalent to RMB1,483,000) was charged
to general and administrative expenses and HKD2,336,000
(equivalent to RMB1,976,000) was charged to offset sales
revenue and HKD1,753,000 (equivalent to RMB1,483,000)
was charged to cost of sales for the year ended 31
December 2016.

By the end of 31 December 2016, 50,000,000 shares were
issued pursuant to exercise of share options granted on 25
May 2016.

The proceeds of HKD5,000,000 (equivalent to
approximately RMB4,265,000) representing par
value of the ordinary shares, were credited to the
Company's share capital account and the remaining
proceeds of HK20,000,000 (equivalent to approximately
RMB17,060,000) were credited to the Company’s share
premium account. The related weighted average price at
the time of exercise was HKDO.50 per share.

WANG TAI HOLDINGS LIMITED
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14. BA& @)

(a) B¢

FEE
(iii

C ()

AARR_ZE— A "FRA-+HBEF
N—TERE AR AERT BI([5HE] ) - BEEET
2] - AT R BE A 50,000,000 i A &
RIEBERNBREEN T —RNFN
A=+AKTFAREETEE - 8%
BEEUARMERS - RS IR L A E
RET=FHENTE - TEEAER
0.5/87T °

HAAN AT DA B E Ty IE — B
BREBE - ARZEXANEARG A
HFIEBER D BB MEFESRE
0.4687 7T ~ 1TEEFIR0.SB TR
1839.72% - BE—_T— X E+_-A
=+—HILFE  RAZLHBERE
R R B RA D 7R
4RFHH5,844,0008 T (FEER AR
4,942,0007C) © E 1,753,000 T
(g N AR®1,483,0007T) JHH —
B RATEF % - 2,336,000 T
(FHEN AR¥1,976,0007T ) B K 54
HE WK - M1,753,0007 7T (48
BN AR1,483,0007T) B $E A
A0 o

HE-_Z—XR"F+-A=+—H8#%
R EREBOTERZZE—XRF
AA-+HABEENBERERT
50,000,000/% %15 °

Fr 53038 5,000,00078 7T (FHE RO A
R #4,265,0007C Bl E @A E
B) * it ARRRIRALR - 8 AT
8 3/ IE 20,000,000 7T (A E AL A
R ®17,060,0007T ) BIFT AR R A%
s ERR - (TERNEBEMNEFLSE
& A ER0.50/8 7T °
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15. OTHER RESERVES

For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

15. HibfEE

Share Share-based
premium Capital  Compensation Statutory
account reserve reserve reserves Total
BROETERI
B s ER B @ ET R a5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETE ARETE ARETE ARET:
At 1 January 2015 R-E-1%-F—H 61,863 113,510 5,064 24,151 204,588
Issue of ordinary shares uponthe R E R ARIRERE(T

initial public offering LR
Share-based compensation el
Capitalisation for issue of ordinary &7k A BRI TH

shares to original shareholders TER
Issue of placing shares (Note 14(@)()) ~ Z17AL &R (T 14()0) 377,223 = = = 377,223
Share-based compensation RRAD RN (BT 5 1 4(a) (i)

(Note 14(a)(ii) 39,657 - (5,064) - 34,593
Appropriation to statutory reserves  BNZEETFRE - - - - -
At 31 December 2015 R-E-1%

+=A=+-H 478,743 113,510 - 24,151 616,404
Share Share-based
premium Capital Compensation Statutory
account reserve reserve reserves(a) Total
R E
R R ER EXRfGE B EEREQ) @t
RMB000 RMB000 RMB'000 RMB000 RMB'000
ARBTR ARMTR ARMTz AR%Tz AR%Tx
At 1 January 2016 RZE-~E—-F-H 478,743 113,510 - 24,151 616,404
Share-based compensation RR AR EE R SR (P 21 4(a) i)

(Note 14a)ii) - - 4,942 - 4,942
Share issued for share-based B BT REE TR

compensation (Note 14(a)iii)) (FTE 14(a) i) 22,002 - (4,942) - 17,060
At 31 December 2016 R-B-RE

+=RA=+-H 500,745 113,510 - 24,151 638,406

Statutory reserves shall only be used to make up losses of
the corresponding subsidiaries, to expand the corresponding
subsidiaries’” production operations, or to increase the capital of
the corresponding subsidiaries. Upon approval by resolutions
of the corresponding subsidiaries’ shareholders in general
meetings, the corresponding subsidiaries may convert their
statutory reserves into registered capital and issue bonus capital
to existing owners in proportion to their existing ownership
structure. In 2016, no statutory reserve was accrued due to the
losses of corresponding subsidiaries in Mainland China.

EERBER AN EEENEARERE -
IEFE AR R B 1 A A A AR S AR RPN B
RARA - EISHERENB A RRRNBERA
g FIORESRALE BB - HREAMEATR
REEAEREERKEMER - WRERE
BAERRBLLOIMIRBRA ABITAR - 1
ZTRF - AT B A AR B L RSk
BER - RAEHDEERE
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For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

16. BORROWINGS 16. &K
2016 AON )
—NnE —T-hEF
RMB’000 RMB'000
ARET T ARET T
Current RED
Bank borrowings (a) RITIER ()
— short term — secured — AR - B EA 114,851 64,000
— short term — unsecured — R EAfE R — A 33,328 35,000
— current portion of long term — secured —REBFREHY —FER 113,430 2,500
Other borrowings — secured Eftnfgsk— A EA - 2,611
261,609 104,111
Non-current IERE
Bank borrowings — secured IRITER—FER - 123,147
Bonds — unsecured (b) &7 — B (b) 277,988 177,808
277,988 300,955
Total borrowings BB 539,597 405,066
(a) Bank borrowings (a) SRATHERK s "
The Group’s bank borrowings were repayable as follows: AREERFITERARR NIIREEE

As at 31 December

R+=A=+—H
2016 2015
—nE —hE
RMB’000 RMB’000
ARET R AREFIT
Within one year 1R 261,609 101,500
Between 1 and 2 years 1224F - 123,147
261,609 224,647

WANG TAI HOLDINGS LIMITED
2016 Annual Report
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For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

16. BORROWINGS (continued) 16. {%;—i(g)
(a) Bank borrOWingS (continued) (a) ﬂ?ﬁ{%%ﬁ(%;)

The bank borrowings were secured by the Group's RITERARNEENHEE L 2 T
leasehold land and land use rights (Note 6) and property, R (ME6) ARME - BE KRE&E
plants and equipment (Note 7). (MIaE7)VEE AR -
The weighted average effective interest rate on bank BE_ZT—RF+-_A=+—HIF
borrowings was 8.33% (2015: 9.18%) per annum for the o SRITERINEFHERENER A
years ended 31 December 2016. 833%(=ZF—FHF :9.18%) °
The carrying amounts of the Group’s bank borrowings REER - ARBRITEREREERER
approximated their fair value as at the balance sheet RNHERE - B2HAARKEEE -
dates, and were all denominated in RMB.
The Group had the following undrawn bank borrowing REEER  KEBEB AT RIREURITE
facilities as at the balance sheet dates: HEERE

As at 31 December
BW+=-—H=+—H
2016 2015

—E—XRE —E—RF
RMB’000 RMB'000
AR¥T T ARET T

— Expiring within one year — 1 FRNEH 13,660 96,800
— Expiring beyond one year — 15 1& 55 4,150 13,650
17,810 110,450

1551832139
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For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

16. BORROWINGS (continued)

(b) Bonds - unsecured

On 22 January and 25 June 2015, the Company issued
three years corporate bonds with principal amount of
HKD84,000,000 and HKD57,900,000, respectively. The
bonds were unsecured, interest bearing at a rate of 7%
per annum and payable semiannually.

In 2015, the Company issued several seven years
immigrant bonds with principal amounts totalling
HKD52,000,000, all of which will be due in 2022. The
bonds are unsecured and carry a nominal interest at a rate
7% per annum, with the interest being payable annually.

In 2016, the Company issued several immigrant bonds
with total principal amount of HKD163,600,000, with
terms from 2 years to 7.5 years, due in 2018 to 2024.
The bonds are unsecured and carry nominal interests at
rates 5%-8% per annum, with the interest being payable
annually.

The fair value of the liability component of the
corporate bond and immigrant bond at 31 December
2016 amounted to HKD297,589,000(equivalent to
RMB266,197,000). The fair value is calculated using cash
flows discounted at a rate based on the borrowings rate
of 7.5%.

All corporate bonds and immigrant bonds are
denominated in HKD.

17. DEFERRED INCOME

16. fEF @)
(b) B —EEH

R-_E—RF—A-_+_-_HEKRA
Z+HAB AREBIT=FHRFME
% » A& ¥ 5 Bl /84,000,000 7T &
57,900,000/ 7T ° % EEH AEEA -
BENEI%ETE - BBEFLAF

B o
oy

R-ZZE—ARF  NARETEMAEE
¥4/552,000,0008 B RES + FH
BIE > 2R T _FHH - FE
TEER - BERRFFEI%E - A
HEZFFB -

RZZ—RF  NARETEMAEE
¥E/5163,600,000 8 TN RES - F
HNI2ER75F  WR-T—N\FE
ZEUFEIE - FEETVEEIE R
HEFFR5%E8%:TE - BEELN
FE o

R-E—RFE+-_A=+—H " A8
BEHEEBREFEEII>HAFE
297,589,000 7t (M & N AR K
266,197,0007C) - A FENUNBRE R =
FTE - WIREERET 5% -

MEBERBREFEBREZFGAE T
’fg o

17. EZEWA

2016 2015
S

—ET—RF
RMB’000 RMB’000
ARET T ARBT T

SFHE T e T {F R R

Government grants relating to leasehold

land and land use right B IR 78 B 14,254 14,565

Government grants relating to ER B M aR B AR BUN B
plant and equipment 3,850 4,667
18,104 19,232

WANG TAI HOLDINGS LIMITED
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For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

17. DEFERRED INCOME (continued) 17. EZEWA )
The movements of the above government grants during the EBUSHEBRFEAREEH TN T

year were as follows:

2016 2015
—E—XRE —ET—RF

RMB’000 RMB'000
AR®T T ARBTIT

At beginning of the year REF] 19,232 26,590
Granted during the year FRER 1,016 510
Other deduction amount HEMEees - (5,345)
Amortised as income (Note 20) #iH B (FF5E20) (2,144) (2,523)
At end of the year MRER 18,104 19,232
18. DEFERRED INCOME TAX 18. IELEFTEH
The analysis of deferred income tax assets and liabilities is as BEAMEREERBBENASTNOT
follows:

2016 AN )
—E—XRE —E—RF

RMB’000 RMB'000
AR®TR ARBTT

Deferred income tax assets: BEEFTSHEE
— Deferred income tax assets to be recovered — — B+ — & F £ U E#Y

after more than 12 months BIEFTSTLEE 24,962 6,371
— Deferred income tax assets to be recovered  — R+ —1& B U Bl IR IE

within 12 months i EE 4,784 6,636

29,746 13,007
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For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

18. DEFERRED INCOME TAX (continued)

The movements in deferred income tax assets are set out below:

18. IEZLEFIBH @)
ELEFTEREENESINT ¢

Impairment
Capitalised Accrued  Deferred provision of Tax
interest payroll income assets losses Others Total
EXGHE  EtIE  BEWA BEAERE  HEEE Htr @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETRT ARETT ARETT ARETR
At 1 January 2015 R-E-5%-A-H (1,592) 2,457 1,091 - - 7 1,963
(Charge)credit to the consolidated PNEB2ENRR(N%),/
statement of comprehensive income 3 A (49) 1,092 (576) 1,125 9,459 (7) 11,044
At 31 December 2015 RZE-RE+ZR
=t+-H (1,641) 3,549 515 1,125 9459 - 13,007
(Charge)/Credit to the consolidated ~ RNABZERER (%) /
statement of comprehensive income 3 A 36 1,220 (500) 18,883 (2,900) - 16,739
At 31 December 2016 RZB-AE+ZA
=t+-H (1,605) 4,769 15 20,008 6,559 - 29,746

Deferred income tax assets are recognised for tax losses carried
forward to the extent that realisation of the related income
tax benefit through the future taxable profits is probable. The
Group did not recognise cumulative deferred income tax assets
of RMB&82,417,000 (2015: RMB3,027,000) in respect of losses
amounted to RMB201,492,000 (2015: RMB18,345,455) and
impairment provision of RMB184,774,000 that can be carried
forward against future taxable income as at 31 December 2016.
Tax losses amounting to approximately RMB29,657,000 and
RMB137,801,000 will expire in 2020 and 2021, respectively.

As at 31 December 2016, the subsidiaries of the Group in the
PRC had accumulated loss of RMB181,916,000 (2015: retained
earning of RMB172,340,000), there are no deferred income
tax liabilities for the withholding income tax and other taxes
that would be payable on the unremitted earnings of certain
subsidiaries in the PRC.

WANG TAI HOLDINGS LIMITED
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RZZ—XRE+-A=1+—H ERPEHNEAR
Z:HE1B ARY181,916,0007T (ZE—FE : R
BEMAREE172,340,0007T) © WALEEE T+
B B A R oK B B B I FE A MO TR HN AT 1S B e EL A X
B EIEEFEHAE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

19. TRADE AND OTHER PAYABLES 19. EZREHMENRIE

2016 2015
—E—XEF —E—hF

RMB’000 RMB'000
AR®TR ARBTIT

Non-current FEENHA
Payables for purchase of property, BEME  WEMEEEN
plant and equipment EQE] - 8,160
Current BNHA
Trade payables B SN IA 66,969 44,350
Bills payables RS 25,600 48,100
92,569 92,450
Advanced payments from customers BEEK 6,991 10,837
Payables for purchase of property, EEY - WE RREEN
plant and equipment B 7,470 6,477
Other taxes payable Hih i1 15,309 11,482
Salary payable AN 14,646 14,225
Interest payable FERTFIE 12,475 =
Other payables Ho A 8 5 5008 158 287
57,049 43,308
149,618 135,758
Total #Et 149,618 143,918

The ageing analysis of the trade and bills payables is as follows: B o REMNRIE R EMNZEIEEEER B BRE DT
LU

2016 2015
—E—RE —T—FF

RMB’000 RMB’000
AR®TR ARETT

Within 3 months 3M@EAR 33,906 41,516
4 months to 12 months 4Z 121 A 48,486 46,149
Over 12 months 128 AN E 10,177 4,785

92,569 92,450
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For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

19. TRADE AND OTHER PAYABLES (continuea 19. EZREMENRIE@
Advanced payment from customers represent cash advances RERFIEARFPWECR S B FABE K%L
received from customers for purchases of the Group’s products ERESR  WERNEERERRESS -

and will be applied to settlements when sales occur.

The carrying amounts of the Group’s trade and other payables WEER AEBE S NEMEMNRIBENE
approximated their fair values as at the balance sheet dates. EEEENTEEE -
Trade and other payables are denominated in the following 2 5% HAb A EIELA T S EHE

currencies:

RMB AR 137,335 143,918
usb ETT 1,841 =
HKD BT 10,442 =
149,618 143,918
20. OTHER INCOME 20. HAiWg A

Foreign exchange gain HNE U 5 7,410 3,184
Government grants received B UK BT B 1,599 11,781
Amortisation of deferred income of & EE AR BT B YR AR A
government grants relating to assets #H(FE17)
(Note 17) 2,144 2,523
11,153 17,488
21. OTHER LOSSES 21. HAtE18
2016
—E—RF
RMB’000
AR¥ET T
Net loss of disposal of property, HEWZE - BERREBETFE
plant and equipment 9,541 1,129
Others Hith 279 363

9,820 1,492

WANG TAI HOLDINGS LIMITED
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For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

22. EXPENSES BY NATURE 22. RMEEI DX

2016 2015
—E—XEF —E—FhF

RMB’000 RMB'000
AR®TR ARBTT

Raw materials and consumables used FrRRM A KB R 716,268 574,181
Change of inventories of Bk mRESMTFEES

finished goods and work in progress 1,728 4,067
Employee benefit expenses EERFAFX 26,053 30,054
Amortisation of leasehold land and 0B 4t % ot {5 P A g

land use rights (Note 6) (MizEe) 557 557
Depreciation of property, ME - BB MEREITE (FisE7)

plant and equipment (Note 7) 42,256 40,555
Impairment of prepayments A RIERE 54,887 4,500
Impairment of trade receivables 2 S EWRIERE 129,888 =
Impairment of property, M - BB EKRERE

plant and equipment 15,533 -
Repairs and maintenance expenses S RIRERY 207 924
Miscellaneous tax charges bR ET R TSN

other than VAT and income tax MIET B 3,988 4,202
Utility expenses UNZES 553 18,121 30,881
Auditors’ remuneration ZE A & 1,717 2,000
Office and other expenses WAEREMES 5,912 5,302

Total of cost of sales, selling and distribution  $4&AS « 56 K5 $HAA
costs and general and administrative LA —f% S AT A 2 48 5T
expenses 1,017,115 697,223

23. EMPLOYMENT COSTS, INCLUDING 23. EERX(BIEEEME)
DIRECTORS’ EMOLUMENTS

2016 AN )
—E—XRE —E—RF

RMB’000 RMB'000
AR®TR ARBTT

Wages, salaries and bonuses TE& - #Fa k{4 20,334 22,243
Pension costs (Note(a)) RS (HiiE(a) 2,374 3,664
Medical, housing and other benefits BE  FEREHMET 3,345 4,147

26,053 30,054
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For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

23. EMPLOYMENT COSTS, INCLUDING
DIRECTORS’ EMOLUMENTS (continueq)
(a) Pensions — defined contribution plans
At 31 December 2016 and 2015, the Group had no
forfeited contribution to the pension schemes in future
years.

23.

(b) Five highest paid individuals

The five individuals whose emoluments were the highest
in the group for the year include three (2015: three)
directors whose emoluments are reflected in the analysis
shown in Note 28. The emoluments paid to the remaining
two (2015: two) individuals during the year were as

follows:

Basic salaries, housing allowances,
share options, other allowances and

BREEE(BEEEHE)w

(a) BHRE-REMKEE
RZE—RNFR-_ZE—HF+=A
=+—H8  AEEWRKEERERRK
SETEIRHR -

AEBRSHMAL

RAEE  AEBLESZSHFHALE
B=%("Z—h% =R)EF " H
BN M 28T 25 2 AT RBR - R
A MESRRE(CT—HF  WE)A
TSI T

(b)

2016
—E—RE

2015
—FT—HF
RMB’000
ARBTIT

RMB’000
AR®TR

EAXFE  FERR -
PR - HARRER

benefits in kind =S 1,489 1,732
Contribution to pension scheme RIS TR 36 25
1,525 1,757

During the year ended 31 December 2016, no
emoluments were paid by the Company to any of
the directors or the five highest paid individuals as an
inducement to join or upon joining the Group or as
compensation for loss of office (2015: nil).

The number of highest paid non-director individuals,
whose remuneration for the year fell within the following
bands:

Emolument bands (in HKD)
Nil to HKD1,000,0000

A& (87T)
Z%1,000,000/87T

BE-ZT—R"E+-A=+—HI#HF
B AREBERTMNEERAERD
FMALINME - ERMEBREEL
N R 7R 55 B ) B SR AE R BT 4 1
(ZZ2—RF:F)-

RER - MZFEEHESHMA LTI
FrENESIa T

Year ended 31 December

BE+=-RA=1T—HILEE

2016
—E—RE

2015
—E—RF

WANG TAI HOLDINGS LIMITED
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For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

24. FINANCE INCOME AND COSTS 24. B R EE KA

2016 2015
—E—XEF —E—hF

RMB’000 RMB'000
AR®T T ARBTIT

Finance income: ARSI -
Interest income on bank deposits RITIF A2 UA (4,122) (2,138)
Finance cost: BEKA
Interest expense on bank borrowings HRITIEREA] B RS 19,049 21,418
Interest expense on bond and &% R EAE KA H S5

other borrowings 23,503 12,670
Less: capitalised interest expense B BEARMER B - (324)
Exchange losses/(gains) on financing activities @& & A A FE 3 8518 (Iezs) 9,508 (9,189)
Bank charges RITFER 1,208 952
Finance costs-net BERA— T8 53,268 25,527
Net finance costs R E PR A EE 49,146 23,389

25. NET FOREIGN EXCHANGE LOSSES 25. MERIEFE
The exchange differences included in the consolidated income FFAG IR AE X ZRBT ¢

statement are as follows:

2016 2015
—E—XRE —E—RF

RMB’000 RMB'000
AR®TR ARBTT

Exchange gains on operating activities A5 VE B EE AR TE S e (FffRE20)

(Note 20) 7,410 3,184
Exchange gains/(losses) on financing activities  gh& & BHEE A FE W Uz (B1E)

(Note 24) (BF24) (9,508) 9,189

(2,098) 12,373
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For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

26. INCOME TAX CREDIT

The amount of income tax charged to the consolidation income
statement represents:

26. FiiSBiiER

REHBERHRNAMEHEES

2016 2015

—E—XE —E—RF

RMB’000 RMB’000

ARET T ARET T

Current income tax BNERFTIS R - =
Deferred income tax (Note 18) EIEFTSHL(MIE18) (16,739) (11,044)
(16,739) (11,044)

The tax on the Group’s losses before income tax differs from the
theoretical amount that would arise using the weighted average
tax rate applicable to profits of the consolidated entities, as
follows:

Losses before income tax, after excluding

AEERFAEHATERARE - ERAEA
R& GRS F R I T R A E L2 R
TRERE RN D

2016
—E—RE

2015
—T—RF

RMB’000
ARETIT

RMB’000
AR®T T

BRPTISTLRIE IR « AEHIBRIE(S

share of profit of an associate NG| (347,762) (34,361)
Tax calculated at domestic tax rates applicable 1% A8 B8 T /& 72 &1 78 A &Y

to profits of the respective subsidiaries B R E AT (99,245) (14,188)
Expenses not deductible for tax purposes DIEi R 89 117
Impairment provision for which I SR IR IE R TR A EE Y

no deferred tax assets was recognized BB R 38,946 =
Tax loss for which no deferred tax W SR IR IE AR TR A EE HY

assets was recognized WIBEE 43,471 3,027

(16,739) (11,044)

The weighted average applicable tax rate was 4.8% (2015:
19.0%).

WANG TAI HOLDINGS LIMITED
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26. INCOME TAX CREDIT (continuea)

(a)

(b)

(o)

(d)

Cayman Islands profits tax
The Company is not subject to any taxation in the Cayman
Islands.

Hong Kong profits tax
Subsidiaries established in Hong Kong are subject to
income tax at rate of 16.5% (2015: 16.5%).

Mainland China enterprise income tax (“EIT")

In accordance with the Corporate Income Tax Law of the
PRC, subsidiaries of the Group established in Mainland
China are subject to EIT at rate of 25% (2015: 25%)
during the year.

PRC withholding income tax

According to the New CIT Law, starting form 1 January
2008, a 10% withholding tax will be levied on the
immediate holding company established out of the PRC
when their PRC subsidiary declares dividends out of their
profits earned after 1 January 2008. A lower withholding
tax rate of 5% may be applied if there is a tax treaty
arrangement between the PRC and the jurisdiction of the
foreign immediate holding company.

As at 31 December 2016, due to the accumulated loss
in subsidiaries in the PRC, there is no need to calculate
deferred income tax liabilities for unremitted earnings of
the PRC subsidiaries.

For the year ended 31 December 2016
B2 —F—NFF+-A=+—HIFE

26. FI3RiIERE @

(a)

(b)

(c)

(d)

RESEEFEHR
ARBIBBEHNTAFRERSHIA -

ERNEH
REBRL M B A B BRNET ST
HEAE165%(—FE—FHE : 16.5%) ©

FERSEREHR([ERSE
B

BEFRBRDEMSHRE TR RNFEH
7R 3 B ST Y 7R 5 [ B /B D B B B 1
EFREH > HERA25%(ZE—hF
25%) °

PEFEHFAEH
REFEEAGRAE—FTENF—A
—HBE - B BRI B B
ARNHEHRBATE —ZENF—A
—BRUMBRBNAMBEEIRES - %%
BERZERQBBRBULI0% AN -
AR AP B BB IR A R AT Y
AAEERIERBEE LY - QIR AR
FA5%MBETEMHE -

RIB—ARF+-_A=+—H @A
BB ARG RERE - RBAMT
BRI B 88 2 AR EE HH & M St BRSPS 5%
BfE-

ERERAEH
2016

i <
i
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For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

27. LOSSES PER SHARE

27. BREE

(a) Basic (@) &R
Basic losses per share is calculated by dividing the losses FRENEERIZ AN REAE AELER
attributable to owners of the Company by the weighted MR ARZ HARI B 361 T AR I T A 8t
average number of ordinary shares in issue during the o
period.
Losses attributable to equity holders of RRAIERFE AEEEE
the Company (RMB’000) (ARETIT) (331,023) (23,317)
Weighted average number of ordinary BT T AR A 9 EK
shares in issue (thousands) (F%) 1,525,792 1,230,000
Basic losses per share (RMB’ cents) FRERNER(ARED) (21.70) (1.90)
(b) Diluted (b) #®E

15

Diluted losses per share is calculated by adjusting the
weighted average number of ordinary shares outstanding
to assume conversion of all dilutive potential ordinary
shares. The Company has no share options as at 31
December 2016, and considering the share options
exercised in 2016, the diluted impact is minimal.
Calculations are done to determine the number of shares
that could have been acquired at fair value (determined
by using average market share price of the Company’s
shares for the year ended 31 December 2016) based on
the monetary value of the subscription rights attached to
outstanding share options.

WANG TAI HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

28. BENEFITS AND INTERESTS OF DIRECTORS 28. EEEARER

(a) Directors’ and chief executive’s emoluments (a) ESRBEITHAESHM
The Group does not have a chief executive who is not also AREBRA TR AKRARZEENITI
a director of the company. B, -
The remuneration of every director and the chief executive B TEUNEEHMESHT -

is set out below:

For the year ended 31 December 2016, emoluments paid BE_ZT—RF+-_A=+—HI#F
or receivable in respect of a person’s services as a director, B m—BALTETARQRSEHBA
whether of the company or its subsidiary undertaking: BEE3 7w e e

Other
Name of Director Fees Salaries Bonus benefits Total

Bt e o e EthiEh

RMB'O00  RMB'OO0  RMB'000  RMB'000  RMB'000
ARBTL  ARBTE ARBTR ARBTT ARETR

Executive directors WIES

Mr. Lin (Chief executive) WEE(FTREE) - 164 - 10 174

Mr. Qiu il e - 164 - 10 174

Mr. Deng et - 129 - 10 139

Independent non-executive directors B FEHITES

Yu Yubin B 107 - - - 107

Ma Chongg 5 107 - - - 107

Chan Sui Wa R dmE 107 - - - 107
321 457 - 30 808

F esras 191



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 #5588 F fiaE

For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

28. BENEFITS AND INTERESTS OF DIRECTORS

(continued)

(a)

(b)
(c)

(d)

(e)

15

Directors’ and chief executive’s emoluments

(continued)

For the year ended 31 December 2015, emoluments paid
or receivable in respect of a person’s services as a director,
whether of the company or its subsidiary undertaking
(Restated):

28. EER/ARER @)

(a)

EERBESTHAEHM @)

BE_T-AF+_HA=1+—BILF
E E‘JE %}\iﬁ*{ﬂiﬂ AISKE B A
REFBE M BUHI(ES) :

Other
Name of Director Fees Salaries Bonus benefits Total
Bz He e AL Htr@H @t
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
ARETR AR¥TR AR¥TR AR%®TR AR%ETx
Executive directors HiTER
Mr. Lin (Chief executive) W (TTRER) - 555 = 6 561
Mr. Qiu bt - 140 - 6 146
Mr. Deng BEE - 116 - 6 122
Independent non-executive directors BV IFHITES
Yu Yubin e 9% . _ _ %
Ma Chonggi BES 9% - - - 9%
Chan Sui Wa ¥z 9% - - - 9
288 811 - 18 1,117
Directors’ retirement and termination benefits (b) EEEAKRRLKRILEEFR
None of the directors received or will receive any RAFE  BEEED WA REE
retirement benefits or termination benefits during the AERRIE R SR IEIEF o
year.
Consideration provided to third parties for () MEFTEENE=FRENNRE
making available directors’ services
The Group did not pay consideration to any third parties RAFE  AEEMEREITEZESNE
for making available directors’ services during the year. ME=ZFZMARE -
Information about loans, quasi-loans and other (d) BREUES - ZEEENIZEHE
dealings in favour of directors, controlled ERAEERAZDANER - £
bodies corporate by and connected entities EXRREMRZHER
with such directors
No loans, quasi-loans and other dealings were made RERSKFERT AR - BEAES -
available in favour of directors, controlled bodies RE %%E’]yj %UE&I&FAELE\L,\“Q
corporate by and connected entities with such directors EANER  EEFNEMR
subsisted at the end of the year or at any time during the
year.
Directors’ material interests in transactions, (e)

arrangements or contracts

No significant transactions, arrangements and contracts
in relation to the Group’s business to which the Company
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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

29. CASH USED IN OPERATIONS

The reconciliation from profit before income tax to cash used in

29. REFARE
BRSBTS FISEE AR SR -

operations is as follows:

2016 2015
—E—RF S S
RMB’'000 RMB'000
ARKET T ARET T
Losses before income tax FRETIS TR ATE B (347,762) (34,361)
Adjustments for: MATEEELFE -
— Amortisation of leasehold land and — TR & 13 J {5 PR AR 6H
land use right (Note 6) (Ffzx6) 557 557
— Depreciation of property, —WE - BEREEITE
plant and equipment (Note 7) (Ftsx7) 42,256 40,555
— Losses on disposal of property, —HEME  BEKXENER
plant and equipment (Note 21) (FfFzE21) 9,541 1,129
— Amortisation of deferred income(Note 20)  —iRFEU A& S (Fi:120) (2,144) (2,523)
— Share of loss of investments accounted for — — A {GiEkEzEABRMNIZ & BB
using equity method 3,144 -
— Impairment of prepayment — AN FIERE 54,887 4,500
— Impairment of trade receivables — B S RWGRIERE 129,888 -
— Impairment of property, —WE - BEREERE
plant and equipment (Note 7) (Ftzx7) 15,533 =
— Impairment of investment accounted for — kA AR E R E
using equity method (Note 10) (MzE10) 60,000 =
— Finance income (Note 24) — IR A (Bf97E24) (4,122) (2,138)
— Finance costs (Note 24) — B E KA (KI5E24) 53,268 25,527
Changes in working capital EBESEBH(MEREHERE B
(excluding the effects of ME N ZEHE)
exchange differences on consolidation):
— Inventories —FE 14,082 3,982
— Trade and other receivables — & 5 R H M EREFIE (397,802) (68,618)
— Trade and other payables — B 5 R HEMPERFIE (57,091) (84,649)
Cash used in operations KEFTARS (425,765) (116,039)




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

29. CASH USED IN OPERATIONS (ntinueq) 29. REFMARE W
In the consolidated cash flow statement, proceeds from disposal EEAHRESRERT  HEYWE  BEKEE
of property, plant and equipment: HETSRUE -

2016 AON )
—E—XEF —E—FE

RMB’000 RMB'000
AR®T T ARBT T

Net book amount — property, REFE -V - BER
plant and equipment(Notes 7) = (KEE7) 14,549 1,129
Loss on disposal of property, HEMX - BEREER
plant and equipment and land use right T AR B 1R (9,541) (1,129)
Receivable for disposal of machinery and 23 KRR A FE I FR TR
equipment (Note 12) (fF3E12) (5,000) -
Proceeds from disposal of property, HEME - BE REERTHE
plant and equipment and land use right FAREFT1S /1A 8 -
30. COMMITMENTS 30. i
(a) Capital commitments (a) EAXFEE
Capital expenditures at the balance sheet date that have REEBNERRSZ (BREE)WT -

not been incurred are as follows:

2016 2015
—E—XE —ET—RF

RMB’000 RMB'000
AR®TR ARBT T

Property, plant and equipment S N
Contracted but not provided for EEESIEE S 12,772 13,842

WANG TAI HOLDINGS LIMITED
2016 Annual Report



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

30. COMMITMENTS (continued) 30. i@
(b) Operating leases commitments (b) REHEEERE
The Group leases various land, offices and warehouses AREERBETAIREHER REEZ M
under non-cancellable operating lease agreements. The T WREREE o RIEZET A
future aggregate minimum lease payments under non- HRS TR AR KRR E R 4E%Em
cancellable operating leases are as follows: T

2016 2015
—E—XRE —E—RF

RMB’000 RMB'000
AR®T T ARBTT

No later than 1 year NEMR1F 244 886
Later than 1 year and no later than 5 years 147818 NER54F - 222
244 1,108
31. RELATED-PARTY TRANSACTIONS 31. BB ARS
Parties are considered to be related if one party has the A BRENEESEEES S — AT
ability, directly or indirectly, control the other party or exercise WG REERE EHATEERTE N - I
significant influence over the other party in making financial and EHEAE AN c BEERXHRES - %
operating decisions. Parties are also considered to be related if & IMER B REEE T -
they are subject to common control.
(a) Transactions with the related party (a) EEREBAINRZ
There is no transaction with the related party during the RIE—RERZT—AF A EERH
year 2016 and 2015. GRS o
(b) Key management compensation (b) TEEEEMS

2016 2015
—E—XRE —E—RF

RMB’000 RMB'000
AR®TR ARBTT

Salaries, wages and bonuses e TERSEA 2,588 2,765
Pension cost RIRE A 81 48
Other benefits HbtaF 69 41

2,738 2,854




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 381 78 3R 3R 5T
For the year ended 31 December 2016
BE—F—NFF-A=+—HIFE

32. SUBSIDIARIES 32. HEBAT

Particulars of issued
Place and date of Principal activities and and paid up capital/ Effective interest held

Name of subsidiaries incorporation place of operation registered capital by the Group
AEMER I IERED BRIRAR AEERR
WELTEH kB4 REEHY B4/ GREARE NERER

Direct Interests:

RS
Potent Union Holdings Limited BVI, 18 March 2014 Investment holdings, BVI UsD100 100%
RERRARAR EBRNES RERR  ZBRAES 100%7T
“Z-mE=Rt/N\B
Indirect Interests:
G52 55
Hongtai Group (Int'l) Holding Limited ~ Hong Kong, Investment holdings, HKD10,000 100%
22 June 2009 Hong Kong
EAKEER)RHBRAT il RERK BB 10,0007
“EENEAAZTCA
Hongtai (China) Co.,Ltd. Fujian, the PRC Design, manufacturing and HKD593 million 100%
17 February 2004 sales of fabrics and cotton
yarns, the PRC
ER(PE)ERAR hERR - Hat - BHER SBEEBT
“EENF-ATEA HEERERY - hE
Hongshen (Hubei) Textile Co. Ltd. Hubei, the PRC 24 May 2012 Manufacturing and sales of RMB50 million 100%
fabrics and cotton yarns, the
PRC
B () HBBRAR RELE - RERBEENERY - TH  ARYS0BET
S5y Iy 2
Hongtai (Hubei) Sales Co., Ltd. Hubei, the PRC Sales of fabrics and cotton yarns,  RMB2 million 100%
8 August 2014 the PRC
BRI EHBRAR RELLE - HEEHERY - hE ARBIEET
“Z-mENANA
Xinjiang Hongrui Textile Co.,Ltd. Xinjiang, the PRC Manufacturing and sales of RMB20 million 100%
29 September 2016 fabrics and cotton yams, the
PRC
HEEhNERARAR IS - RERBEENERY - FH  AR¥20BER
2 FAAZTNR

WANG TAI HOLDINGS LIMITED
2016 Annual Report



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 3t81 #5$R R MizT
For the year ended 31 December 2016
BE—F—AF+-A=+—HIFEZ

33. STATEMENT OF FINANCIAL POSITION AND 33. &AA B BRRARREEST
RESERVE MOVEMENT OF THE COMPANY

(@) Statement of financial position of the Company

(a) ARATFFBARREK

As at 31 December

W+=A=+—H
2016 2015
N —T—hfF
RMB'000 RMB’000
AR¥T T AREFIT
ASSETS BE
Non-current assets ERBEE
Due from subsidiaries e ENGIE O 985,151 789,654
Investment in subsidiaries RSB R RIRIEE 241,413 241,413
1,226,564 1,031,067
Current assets REEE
Cash and cash equivalents ReRBELEED 9 17
Total assets EEHAEE 1,226,573 1,031,084
EQUITY AND LIABILITIES EEREE
Equity attributable to owners of ZAQFHEHF A
the Company FEfhiEs
Share capital A& 7N 124,010 119,745
Other reserves EAb S (b) 737,285 720,225
Retained earnings RE BT (b) 76,634 5,748
Total equity FERYERE 937,929 845,718
LIABILITIES =N
Non-current liabilities FRBEE
Borrowings e 277,988 177,808
Current liabilities REBEE
Trade and other payables B 5 N bR TE 10,656 7,558
Total liabilities EE85E 288,644 185,366
Total equity and liabilities EERkEERAE 1,226,573 1,031,084

The statement of financial position of the Company was
approved by the Board of Directors on 31 March 2017

and was signed on its behalf.

AR BERARER T —LF=H
=t HEEFgHE  YERERE-

Lin Qingxiong Qiu Zhigiang
B BEE
Director Director

EE EFE

B serkas 197



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS &3t 81 #5588 F fiaE

For the year ended 31 December 2016
BE—F—NF+ A=+ AUFE

33. STATEMENT OF FINANCIAL POSITION AND 33. KA GBMERRE R EESE @)

RESERVE MOVEMENT OF THE COMPANY

(continued)

(b) Reserve movement of the Company

(b) FARATREEE

Other Retained
reserves earnings

Hitbfe REAF

RMB’000 RMB’000
ARBTT ARBTT

As at 1 January 2015 R-ZZE—hF—H—H 308,409 (19,302)
Issue of placing share BITRLERGD 377,223 -
Profit for the year F R A = 25,050
Share-based compensation % 7S EL 7 < 34,593 -
As at 31 December 2015 RZZE—RF

+=-—A=+—H 720,225 5,748
As at 1 January 2016 R-E—AF—H—H 720,225 5,748
Profit for the year F @A - 70,886
Share-based compensation RS 2N L it R M 22,002 -
As at 31 December 2016 RZT—RF

+=ZA=+—8 742,227 76,634

34. SUBSEQUENT EVENTS 34. REEE

On 11 January 2017 and 20 March 2017, the Group entered
into conditional sale and purchase agreements to acquire an
aggregate of 96.7% equity interest in Iron Mining International
(Mongolia) Limited (“Target Company”) by means of the
allotment and issue of new shares of the Company. The Target
Company is a company incorporated in the British Virgin Islands
and principally engaged in the exploration, mining, processing,
sales and marketing of iron ore mainly in Eruu Gol Mining
Area in Mongolia. The proposed acquisition is regarded as a
very substantial acquisition under The Rules Governing the
Listing of Securities on The Hong Kong Stocks Exchange. On
20 March 2017, the Group entered into agreements to acquire
further approximately 43.7% of the issued share capital of the
Target Company. Up to the date of this report, the proposed
acquisition is still progressing. For details of the proposed very
substantial acquisition, please refer to the announcements of
the Company dated 26 November 2016, 26 January 2017, 13
March 2017 and 21 March 2017.
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OPERATING RESULTS

FINANCIAL SUMMARY
MR E

RERE

Year ended 31 December

BE+t-A=t-HLEE

2016 2015 2014 2013
—E-XE —ZT-—FF —T-NF —T—=F

Revenue — From continuing business

(RMB'000)

Gross (loss)/profit — From
continuing business
(RMB'000)

Gross (loss)/profit margin — From

continuing business

(Loss)/Profit and total comprehensive

(loss)/income attributable

to owners of our Company

(RMB'000)

— From continuing business
- From discontinued business

Net (loss)/profit margin — From

continuing business

Was - RERERE
FBHARETT)
)/ F-RaHE

(AR%®TT)

E(B)/ME-KE

AREFEEAER
(B18),/aM &z
(BR)/ kA

(AR%®TT)

— REFELLEY
— REERLLEE

ES0

CBER),/ 4RI -
R S

CONSOLIDATED BALANCE SHEET
The following table sets forth our assets/liabilities position as at  TREINEMR_ZE——F - —_T—=F - =%
31 December 2012, 2013, 2014, 2015 and 2016:

780,310 670,255 810,795 791,518 405,286

(20,843) 839 149306 148154 75605
(2.7%) 13% 18.4% 18.7% 18.7%
(331,023)  (23317) 66402 74974 34837
(424%)  (3.5%) 8.2% 9.5% 8.6%
EHEERER

U —E-—RER-E—AG+-A=f—B
AR/ AERR :

As at 31 December
R+=A=t+—H
2016 2015 2014 2013 2012

B —T—AHF —ZTmFE —ZT—= —T——F
RMB000  RMB'000 RMB’000 RMB'000 RMB’000
ARBTR ARBTI ARBTIT ARETT ARETET

Current assets
Current liabilities
Net current assets/(liabilities)

Net assets

MBEE
mEBRE
RBEEFE/
(BEFR)
BEFE

761,168 877,676 501,925 323,596 206,780
412,213 240,696 288,455 428,036 317,759

348,955 636,980 213,470 (104,440) (110,979)
603,733 908,489 480,460 266,918 183,909

F sesras 199



FINANCIAL SUMMARY B2

FINANCIAL INDICATORS B RS 4EAE

Year ended 31 December

BET-A=t+-HLEE

2015 2014
“E-HfE —Z-NF

Return on equity (%) (Note 1) RAEBRE (%) (FE1) (54.8) (2.6) 138 28.1 18.9
Return on assets (%) (Note 2) BEDHRE%) (fir2) (25.2) (1.6) 6.6 9.1 6.5
Interest coverage (Note 3) FISBER([H3) (4.4) (1.0 4.8 7.0 3.9
As at 31 December
R+=RA=t+-H
2015 2014
—hF Z—T-mF
Current ratio (%) (Note 4) TRENEL R (%) (fif5E4) 184.7 364.6 174.0 75.6 65.1
Quick ratio (%) (Note 5) SRENEL (%) (F5ES) 172.5 3380 150.4 57.9 454
Debt to equity ratio (%) BRI (%)
(Note 6) (GE) 114.2 44.6 68.2 103.5 883
Gearing ratio (%) TR A ELE(%)
(Note 7) (BE7) 110.0 0.7 27.8 46.1 57.7

Notes: Ff5E

(1) Return on equity for the years ended 31 December 2012, 2013, 2014, (1) HEZZ——F  —ZT—=F - —T—NF - =
2015 and 2016 was calculated based on our total comprehensive E-RERT-RNF+ A=+ —HILFEH
(loss)/income for the respective year divided by the total equity of the BARHE - HIZEMFE2E(ER) WAL
respective year and multiplied by 100%. BERAEAFERRBEERA00%TE -

(2)  Return on assets for the years ended 31 December 2012, 2013, 2014, (2) HZE-_ZT——F  —_T—=F - —T—[F - —
2015 and 2016 was calculated based on our total comprehensive E-RER-T-RF+ A=+ —HILFEH
(loss)/income for the respective year divided by our total assets of the AEBRE - E\?ﬁﬁ@ﬁifg’i\ﬁ(ﬁﬂé)/uki\ﬁ@
respective year and multiplied by 100%. BHRAEBFEEEABEBRNM00%:TE

(3) Interest coverage ratio for the years ended 31 December 2012, 2013, (3) HE-ZT——F - —_T—=F - —_T—NF - =
2014, 2015 and 2016 was caiculated based on our operating (loss)/ E-RERZT-AFFT A= -RAIEFEN
profit for the respective year divided by our finance costs for the FEBEE  HIRBWMFELE(BR),IENR
respective year. NEBEFENRERANE

(4)  Current ratio as at 31 December 2012, 2013, 2014, 2015 and 2016 (4) WKR-ZT——F . —_FT—= —ZT—NF =
were calculated based on our current assets of the respective date —AFRZTE-ARFET_A=1+—HNRIL
divided by our current liabilities of the respective date and multiplied by = RAERA Hﬁﬂ’]@@) BERAERRB/R
100%. HEBEETIA100%:TE -

(5)  Quick ratio as at 31 December 2012, 2013, 2014, 2015 and 2016  (5) WKZ=-ZT—= Shd— —E—NF - —F
were calculated based on our current assets minus inventories as at the —HEFR-FE-REF+_A=+—HBRIL
respective date divided by our current liabilities as at the respective date . HIRAHBARNRBEERETEREAE
and multiplied by 100%. R HRRE B EERA100%:TE ©

(6)  Debt to equity ratio as at 31 December 2012, 2013, 2014, 2015and (6) WH=-ZT—= TE-—=ZF . _ZTF . —F
2016 were calculated based on our total debts (being sum of our total —RAFRZT—ARF+_A=+T—HEBRAE
borrowings and amounts due to related parties and third parties) as at L - Tyin AR A R B A e (RN R A sR tL e
the respective date divided by total equity as at the respective year and T RAES 75 & 58 = 05 SRIE M 4B N ) BR DA B BA 7 S 48
multiplied by 100%. TAFELA100%:TE -

(7)  Gearing ratio as at 31 December 2012, 2013, 2014, 2015 and 2016  (7) W=ZT—-—4% . —T—=4 . T NF . —F
were calculated based on our net debts (being total debts net of cash —RER-_ZE—RE+-A=+—HBHERAE
and cash equivalents and restricted bank deposits) as at the respective Lb - ThiRBERER HHE’\JFEE?T%}%%(EE%%%@%@D%
date divided by total equity as at the respective year and multiplied by fﬁ%&iﬁ%%{*%b{&i‘ﬁﬂﬁ]fﬁﬁﬁ K bR LA 8
100%. FEBRERBRAI00%E -
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