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Financial Highlights
MBERE

Statement of Profit or Loss and B kEMEERAR Year ended 31 December
Other Comprehensive Income BEZEt+t-A=1t—HLEE
RMB million
AREBBHET
2017 2016 Changes
—E—+tF AN b=
Revenue Wz 647.8 580.7 +11.6%
Gross profit EA 180.2 167.2 +7.7%
Profit before tax B 50 B A 120.8 110.3 +9.5%
Profit for the year F N A 98.5 88.6 +11.2%
Profit attributable to shareholders of 7R B A% 3R FE A S
the Company 92.1 79.1 +16.4%
Earnings per share (RMB cents) BASIC B &AEF (AR ) EAX 23.0 19.8 +16.2%
Dividend per share (HK cents) B (B
— interim — R Hf 3.5 3.0
—final — R H 4.5 3.5
— combined —#E 8.0 6.5 +23.1%

31 December

Statement of Financial Position B ISR TR +=B=+—H
RMB million
AREBET

2017 2016 Changes
—E—+tF —E—RF BE)
Non-current assets FMBEE 266.5 188.3 +41.5%
Current assets MBEE 534.4 484.5 +10.3%
Current liabilities mEAaE (217.1) (158.4) +37.1%
Net current assets MENEEFE 317.3 326.1 2.7%
Non-current liabilities EREEE (19.0) (17.2) +10.5%
Net assets FEE 564.9 497.2 +13.6%
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Revenue (proportion)
B (d5H)
For the year ended 31 December 2017
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Financial Highlights
MBRHE
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Structure
L ELY

As at 31 December 2017 R=_ZE—+F+=-A=+—H

Ever Thrive Global Limited

ERRERERAT

(Incorporated in BVI)

(R

Public Shareholders

DRERER

Nantong Yongsheng
Management Shareholders

MEKREERERR

Yongsheng Advanced
Materials Company Limited
KB MBI BRAT

(Incorporated in the Cayman Islands)

Stock Code I&fAMX5% - 3608

Yongsheng Advanced
Materials (BVI) Limited
KERFMEL(BVI) BRRATR

(Incorporated in BVI)
(PRI iR 2 B B ARz )

Yongsheng Advanced
Materials (HK) Limited
KERFIMEL(FB)BRAT
(Incorporated in HK)
(REAFMAL)

Hangzhou Huvis Yongsheng
Dyeing and Finishing
Co. Limited*
MMER LT KERREERAT]

(Established in PRC)
(5

Hangzhou Shining
3D Tech Co., Ltd.*
MM ER=ER B R0

FRAT]
(Established in PRC)

NEEQ Code %/ 830978

Jiangsu Yongsheng 3D
Printing Advanced Materials
Company Limited*

SRR K B8 = AT ENFT AT R
BRAF]

(Established in PRC)

(PR EIRKAZ)

HUVIS Corporation
X FHLHUVIS

(Established in Korea)
(FREIERK )

Nantong Yongsheng
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Co. Limited*
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Polymer Advanced Materials
Research Institute
Company Limited*
IECKERE D TR

70%

* For identification purposes only
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6 Yongsheng Advanced Materials Company Limited Annual Report 2017

Hangzhou Huvis
Yongsheng Chemical Fiber
Company Limited*
MMNES LT KBRICEBRAR
(Established in PRC)
(RHRBIRKL)




On behalf of the board (the “Board”) of directors (the “Directors”) of
Yongsheng Advanced Materials Company Limited (the “Company”) and
its subsidiaries (the “Group” or “Yongsheng Advanced Materials”), |
am pleased to present the annual results of the Group for the year ended
31 December 2017 (the “Review Period” or the “Year”).

On the 5th anniversary of the Company’s listing on the Main Board of
The Stock Exchange of Hong Kong Limited (“Stock Exchange”), |
am pleased to report to shareholders that, the Company astonishingly
achieved a revenue of RMB647.8 million, and a profit attributable to
shareholders of the Company of RMB92.1 million in 2017 with the
compound annual growth rate of 23.2% from 2013 to 2017, setting a
new high in history. In recognition of the support of the shareholders
over the years, the Board recommends the payment of final dividend of
HK$0.045 per share to share the favorable outcome with shareholders.
Together with the interim dividend paid of HK$0.035 per share, the annual
distribution rate of the Company amounted to 28.7%.

Chairman’s Statement
FERE

Li Cheng Z
Chairman and Executive Director

TERHTEE

AANEREZKBHMBAERAR ([RDF]) REHK
BAR ([REE| K[ XBHFMAYEE([EE])
g([ES8]) MAREASEBE_ZT— %
tTZA=t-BLEFE(IBEFAR]XIFEFE])
ZEERERS

HEARANREBHARSMERAR ([BXFA])
FIREMTRESHAT  BMARARERE T —+
FERMBAELY S EXBEARKCL78EE
T ARRREEREFEARBKRAGEL A
E——E_T—+FNEAFHIEREEE2% &
EEARE - AZHIREZSFRNBHESRE EF
SEZIRE RGP E0.0458 T EBIRER D ZE MK
R ERPERE0.035F T A A RNEEIRE X
E28.7% ©
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Chairman’s Statement
EERE

Confronted with recovery in major economies in the world, China realized
stable growth through improvement in quality and efficiency in 2017 with
significant increase in domestic and foreign demands for functional textile.
As Chinese government continued to actively promote the supply-side
structural reform, the textile industry has been continuously integrated
and upgraded. And with the elimination of backward production capacity
expedited by the government, the environmental regulation policies
has become stricter, which resulted in the suspended production or
close-down of unqualified enterprises, and contributed to structural
optimization and upgrade of the textile industry. Over years, the Group
has been the leader and value creator in the industry with focusing
on the production of differentiated chemical fiber products with high
quality and high-added value. During the Review Period, the Group
was delighted to be selected by the Ministry of Industry and Information
Technology of the People’s Republic of China as the key drafting unit of
two technical projects, including Hangzhou Huvis Yongsheng Chemical
Fiber Company Limited (“Yongsheng Chemical Fiber”) being one
of the key drafting units to formulate the standards for high-shrinkage
polyester full drawnyarn/polyester pre-oriented combined filament
yarn; and Nantong Yongsheng Fiber Advanced Materials Co. Limited
(“Nantong Yongsheng”) being the key drafting unit to formulate the
standards for delustering elastic polyester drawn yarn. Meanwhile, it was
the first time that the Group has undertaken the national-level scientific
research project, and was officially designated to conduct key research
on “Key Technology for the Production of Highly-stabilized Textiles ( &
1R 4 4% T B B FUIIT) 7 under the 13th Five-year Plan of the PRC
government, becoming the only textile enterprise participating in this
project. The recognition of the Group as the vice-chairman unit of the
new Chinese Chemical Fiber Association and the National Base of the
Differential Fibers and Dyeing and Weaving Product Development serves
as a strong proof of the Group’s outstanding technical strength and
leading position in the industry. And the technical foundation is conducive
to a higher reputation of the Group among customers and the society.

FERFHRINFEEALE

@ TREXERTIR

¥ Advamced Materiali

LM : 03608
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ENDLESS TECHNOLOGY WITH INFINITE
INNOVATION

During the Review Period, based on the operation principle of “Endless
Technology with Infinite Innovation”, the Group not only optimized the
production of original differentiated products, but also developed a
series of new products in active response to continuous demands for
chemical fiber products with high-added value. Meanwhile, the Group
has also continuously enhanced its cooperation with other entities in
industry-university-research projects. In addition to the collaboration with
China Textile Academy, Donghua University and Jiangnan University in
conducting research in relevant equipment and key technology, we have
also established good cooperative relationship with Jiaxing University, in
order to realize technological breakthrough, develop diversified products,
and upgrade functional chemical textiles in response to external
demands.

In 2017, the Group finished the largest technological reform project
since its establishment, expanding the annual production capacity of
differentiated polyester filament yarn (“PFY”) production line of Nantong
Yongsheng by 11,000 tonnes, and realizing total annual production
capacity of PFY of 45,000 tonnes. In order to capture the increasing
demands in the market, the Group plans to carry out the second-phase
development in Nantong Yongsheng with RMB50,000,000 to increase
the annual production capacity of differentiated PFY by 11,000 tonnes,
enhancing the total annual production capacity by approximately 24.4%
to 56,000 tonnes upon completion of such capacity expansion. It is
expected that on the basis of the first-phase development, the second
phase will have more considerable returns with less capital input.

Chairman’s Statement
FERE

MEER AIXES

CIEFEN NREBFRATRRER BIMER] L
ERE BRTERLEERAENZRLER EREBRER
M FE-RIHMEMR REEET ST
MECHENBRFEER - R AREITFTEH R
ERMAE BRTEBNDREANBNSER RERE
FOTR RS2 B BAAMKAERBERRM b —
FEFREHEEYT RIAIERE 5 EEIGRM
R MBESHRLEER mEIREZHERLCBRN
THRESR -

ZE—+F AEEEKT BRLAREREHR
MTETEE B EKENER KRG R4 ([
WR#H))LEGFEEE,0000 FAEE KGR
M BT EERE 45,0008 - BIEEM S E A& M2
R CAEBDEHERBEBKRETEBER B
A K #50,000,0007T &8 N8 A011,000M = Bt 15 4
RGFER  FHRTFERNBETKEBIRAL24.4%
56,000 - L —HiRAOER - BMBHE=
HWEARRAR D EBRBFEEAE-
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Chairman’s Statement
FERE

FOCUS ON GROWTH AND INNOVATION

In 2018, the Group will actively realize new development with the theme
of “Focus on Growth and Innovation”. It is predicted that each major
segment of the Group will maintain a rapid growth. Moreover, as Nantong
Yongsheng has commenced official production after completion of its
annual production capacity expansion since last October, it is predicted
that there would be more use of such capacity expansion in 2018 to
contribute more profits to the Group.

Since its establishment, the Group has accumulated various external
resources such as customers and industrial organizations, which enable
the Group to better understand changes in customer demands and
master economic and industrial policies to carry out pertinent reforms, as
well as catch up with the latest technology to seize segment markets and
effectively expand the market share. In the future, the Group will integrate
resources from several aspects to implement its development objective.
Meanwhile, it will proactively integrate internal resources, simplify working
procedures, reduce project implementation cost, and enhance working
efficiency. The Group emphasizes on team building and offers its staff
competitive remuneration schemes to further motivate staff to make
concerted efforts to overcome all the difficulties and maintain the rapid
development of Yongsheng Advanced Materials in 2018.

In the coming year, the Group will, by consistently adhering to the
corporate philosophy of “Honesty, Cooperation, Reciprocity, Learning
and Innovation”, constantly study technical development of the industry,
explore new market, proactively expand its presence in the whole
industry chain and seek for opportunities for merger & acquisition, in
order to maximize profits for our shareholders, investors and customers
with the utmost effort. Finally, | hereby express my sincere gratitude on
behalf of the Board to our management, our staff, our shareholders and
our business partners for their continuous support.

Li Cheng
Chairman

Hong Kong, 26 March 2018
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MARKET REVIEW

In 2017, gross domestic product in the PRC exceeded RMB82 trillion,
representing an annual growth rate of approximately 6.9%, which
reversed the downward growth since 2011 for the first time. The
Group exposed to certain cost pressure as the price of raw materials
and salaries of staff also increased during the year. Despite so, with
a stabilised economy, the consumer confidence has recovered, and
demand for textiles increased. The Group continued to obtain confidence
and support from clients with its high quality and high value-added
chemical fiber products and succeeded in maintaining growth during the
year, achieving encouraging results as well as fortifying its position in the
high value-added synthetic fiber and textile market.

BUSINESS REVIEW

Benefited from the rebound of the economy and the increasing demand
in the fiber and textile market, the Group has been adhering to the
operation principle of “endless technology with infinite innovation” during
the Year. In response to the market development as well as according to
the demand of clients, the Group is committed to continuously develop
new products and has formed a platform for product development with
raw material research, textile dyeing and market exploration.

As of 31 December 2017, the Group had 67 registered patents, 2
registered patents for invention, and 6 patents for invention were under
approval. During the Year, the Group completed 2 project applications for
the national chemical fiber industry standards, and 3 industry standards
had been implemented.

The Group has continued to do its best to keep customers satisfied
through its ceaseless research and development. Its research and
development costs increased by approximately 49% to RMB23.0 million,
representing approximately 3.5% on the Group’ revenue.

Business Review
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Business Review
% 4E)

During the Year, 3 subsidiaries of the Company, being Nantong
Yongsheng, Yongsheng Chemical Fiber and Hangzhou Huvis Yongsheng
Dyeing and Finishing Company Limited (“Yongsheng Dyeing”), were all
recognized as National High and New Technology Enterprises and have
continued to enjoy tax exemption and other policy supports. In 2017,
the Group successfully completed the largest technological upgrade
project since its establishment by investing approximately RMB100
million to expand the differentiated PFY production line, which increased
the annual capacity of the Group’s differentiated PFY by approximately
32.4% to 45,000 tonnes. It is expected that it will contribute to the Group
substantially in 2018.

During the Year, the Group recorded revenue of RMB647.8 million,
representing an increase of approximately 11.6% as compared with
RMB580.7 million in 2016, and recorded gross profit of RMB180.2
million, representing an increase of approximately 7.7% as compared
with RMB167.2 million in 2016. This was primarily due to the strategy
that the Group has continuously focused on differentiated PFY products
with higher profit margin by providing high-quality products and services
to maintain market share and attain recognition and support from
customers. Meanwhile, the Group’s profit also recorded significant
increase, which was attributable to the constant development of new
products and the expansion of customer base. Due to the increase
of cost arising from the increase of raw material price and staff
salaries, in particular, for the Nantong Yongsheng expansion project,
the Group’s gross profit margin slightly decreased by 1.0 percentage
point to approximately 27.8%. Based on the above, profit attributable
to shareholders of the Company amounted to RMB92.1 million,
representing an increase of approximately 16.4% as compared with
approximately RMB79.1 million in the corresponding period of 2016.
Earnings per share were approximately RMB0.230 (2016: RMBO0.198).

During the Year, revenue derived from the three business segments:
(1) production of PFY; (2) the dyeing and processing of differentiated
polyester filament fabric; and (3) trading of PFY accounted for
approximately 64.5%, 31.5% and 4.0% of the Group’s total turnover,
respectively. Operating gross profit of the three business segments
accounted for approximately 44.6%, 51.6% and 3.8% of the Group’s
operating gross profit, respectively.
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PRODUCTION OF PFY

The Group produces and sells regular and differentiated PFY.
Differentiated PFY is a type of synthetic fiber that carries special features
such as dry, elastic and wrinkle-free. It is widely used in the production of
end-products including high-end garments, sportswear and household
products. Since its gross profit margin is higher than those of regular PFY
products, it is the major revenue source and major development focus of
this segment. Nantong Yongsheng and Yongsheng Chemical Fiber, which
are recognised as “National High and New Technology Enterprises”, are
the production bases of the PFY of the Group. During the Year, Nantong
Yongsheng was accredited as Provincial Level Corporate Technology
Centre, and together with Yongsheng Chemical Fiber composed the two
provincial level technology centers of the Group.

For the year ended 31 December 2017, the Group’s annual production
capacity of PFY was 45,000 tonnes. During the Year, the Group had
invested approximately RMB100 million to expand its annual production
capacity of the PFY production lines in Nantong Yongsheng, and
expanded its capacity by 11,000 tonnes and commenced operation
of such production lines in October 2017. The Group expected such
investment could bring not only expansion on production capacity,
but also introduction of proprietary equipment combing “Yongsheng
Element” for differentiated products. Although the project is the largest
technological transformation project of the Group to date, only 8 months
was used to complete such successful construction and operation for the
whole project, consisting of 5 months for land development, 2 months
for installation and trial run, and 1 month for preparation work before
production, demonstrating the Group’s high operating and management
efficiency.

Revenue derived from the PFY production segment accounted
for approximately 64.5% of the Group’s revenue during the Year,
which increased by approximately 10.8% to RMB417.8 million over
the corresponding period of previous year. Revenue derived from
differentiated PFY products contributed approximately 91.0% of the
revenue of this segment, comparing with approximately 94.7% in 2016.
Revenue derived from regular PFY products increased to 9.0% from
5.3% in 2016. The Group captured a favorable double digit increase in
the average selling price of regular PFY during the Year due to the overall
increase in the market demand for regular PFY products. The Group
adjusted its production portfolio to raise the production volume of regular
PFY and maximized the utilization of its production capacity. The sales of
regular PFY products thus increased during the Year.

Business Review
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During the Year, the Group actively developed new products to fill in the REE ASEBRAZHERKEBERTISE
gaps identified in the market, of which, Nantong Yongsheng successfully He - Bk BB R EE LB s R AB %1
developed certain new products including delustering elastic fiber and S R TR E @ K BRAL B TR A T HE
fine porous elastic fiber series; while Yongsheng Chemical Fiber also CSTZJ%! - GHF-DX SSTEHEE fh » ¥ E 1 T 45
successfully introduced new products such as CST series, GHF-D BRERFPAE RAFERREREERE - AE
and SST. Such new products were widely accepted and welcomed by SRERYBEMSNG UMEBREFPAHA
customers since their launch in the market and mass production for R BEREHUEELCER #F4A5E T
each product was soon commenced during the year. The Group will B 50 4 T 35 B E AL -

closely monitor the market demand with an orientation on the needs of

market and customers and insist on developing new type of differentiated

products, in an attempt to maintain the Group’s leading position in the

high value added synthetic fiber and textile market.

REVENUE ANALYSIS: PFY PRODUCTION
R i = A4 £ E 2 BRI 2 4T

RMB million 500
ARBEBET

417.8

400

300

200
Differentiated
100 products
ZRMLE m
. Regular products
0 BREM

2015 2016 2017

DYEING AND PROCESSING OF Blb R R R R T
DIFFERENTIATED POLYESTER FILAMENT
FABRIC

s

During the Year, the polyester filament fabric dyeing and processing RFEE BRerENEERNIEFHNIELE 5
business recorded an increase in processing volume, with the segment Bl mEARK2041BET RZZE—RNEFHNAR
revenue amounted to RMB204.1 million, increased by approximately 175.8EBILALL EFA#X16.1% °

16.1% year-on-year from RMB175.8 million in 2016.

14 Yongsheng Advanced Materials Company Limited Annual Report 2017



As one of the few manufacturers which owned high specification
chemical dyeing and finishing facilities with the industry, the Group
successfully researched and developed polyester-nylon shammy and
polyester-nylon shammy buffing cloth as a means to expand its product
portfolio during the Year. Meanwhile, certain non-critical and pollution
discharge processes were outsourced to other plants while the core and
critical technological processes were maintained within the Group, so
as to boost the production capacity. Accordingly, the Group’s research
and development efforts work continuously to raise the processing rates
of products and reduce the time for developing them which resulted in
(i enhancement on operating efficiency; and (i) reduction of production
cost.

REVENUE ANALYSIS: DYEING AND PROCESSING
RERMIDEBEBADH

Business Review
B4y AE) L

AEBOACENIBEAERNLEEERREN
{E TSN NFE  NEBRNHEKRESR &
GIREERM BETASEMNEMMES  RAEK - #
ETHBERURBTEN T FINEBLEM TR 4
BROMNBRNENTIFEREEASEBANTEE
KNIBRAER - At AEBOMBELE HTEHIRSE
MR GO EMORABLERER &
(il) PR AR A BEE R AN ©

RMB million 250
ARBEBET

200

204.1

44.4 35.9
(25.1%)

150 (20.4%)

139.9
132.5 [
(74.9%) (79.6%)
100

50

2015 2016

PRODUCTION OF THREE-DIMENSIONAL
(“3D”) PRINTING NEW MATERIALS

The production base of Jiangsu Yongsheng 3D Printing Advanced
Materials Company Limited (“Yongsheng 3D Printing”), a joint venture
company of the Group, was set up and affiliated to Nantong Yongsheng.
Having considered factors such as the market size, and economies of
scale of various products, and the Group’s own limitation on land and
human resources, the Group increased its investment on the production
capacity of differentiated PFY of Nantong Yongsheng during the Year.
The Group expects to continue this strategy in 2018 while temporarily
suspended the business of Yongsheng 3D Printing towards the end
of the Year. In light of the suspension of business of Yongsheng 3D
Printing during the Year, the Group is exploring opportunities to dispose
of Yongsheng 3D Printing in the near future. Given the initial investment
scale of Yongsheng 3D Printing was not material, the Group expects that
any possible future action on Yongsheng 3D Printing shall not create any
significant loss to the Group.

324
(15.9%)

171.7 Direct sales of
(84.1%) differentiated
polyester fabric
BEEHEZERI
fadm E R

. Provision of dyeing and
processing services of
differentiated polyester
fabric
IR Z BIME G 4m TE R
6 &I R5

2017

=# ([3D ) ITENFH M B EE

AEBZEERBIHKEZ=MITERMBBERA
Bl ([RE=HTH ) AEEMD ERILRBRNE
KR RERBEEmMNT IS AR RRBLEAR
AEEEHFLHRANERNRHIEFRR  ANEE
PR B 2 O0 KA 3 0K % 2 RIME ki B 4R EE AR O 3R
ENE-AEEEPR - N\FEEBLHMR I
EERTKE=Z#R#ITHNEBEEAFER ZERA
FRESEKB-MH#ITIXHK AKELESKES
T3 B R B B oK B = M 4T Ef) o BT K B = 44T Ef)
MR ERBL TEA - REBE B RN K
BTN EMT T IEEAREELME
A EREX-

ABFMRERAT 20178® 15



Business Review
% 4E)

PROSPECTS

Looking forward to 2018, the Group continues to be optimistic about
the Chinese economy. It is expected that, with the economic growth, the
market demand for high quality textile will maintain at high level. In the
coming year, with the “Growth and Innovation” as its business theme,
the Group will pay close attention to the market demands, insist on the
development of new differentiated products, and seize the opportunities
brought by the national economic growth and continuous improvement in
meeting consumer demands. In terms of market development, the Group
will strengthen the construction of its sales teams and actively explore
overseas markets, and also endeavor to explore the development of knit
and woven related businesses, with an aim to further expand its product
portfolio.

In terms of production capacity, the Group has planned to invest
RMB50,000,000 in the second phase of development of Nantong
‘Yongsheng, which will increase the Group’s annual production capacity
of differentiated PFY from 45,000 tonnes by approximately 24.4%
(or approximately 11,000 tonnes) to 56,000 tonnes. The increase
in production capacity will enable the Group to take more orders,
significantly increase its market share and enhance the Group’s
economic performance. In terms of extending the development of the
entire industry chain, the Group will actively expand to the upstream
and strengthen in-depth cooperation with internationally renowned
companies in the industry to strengthen its ability to research and develop
new materials. The Group is currently seeking opportunities for mergers
and acquisitions to capture appropriate investment opportunities with
potential for development in various regions in order to increase the size
of the Group. In the future, the Group will continue to strengthen internal
operations and governance, accelerate human resources construction,
cultivate innovative talents, strengthen the Group’s profitability, and
maintain the Group’s leading position in the high value-added synthetic
fiber and textile market.

The Hong Kong Institute of & \
Professional Commentators Limited S Gy '~ @eemeseess  ER AEREALG
Dutstanding Lis igs Al
- SRR 016 M
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Revenue and gross profit

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

Wi K& ER

Financial Review

Br %5 (o R

FENREE B D B S BRI

December 2017:
Revenue
Change
between
2017 2016 2017 and 2016
—E—iF ZE-RF —E—tFH
RMB’000 RMB’000 —E—REMH
Revenue g AR¥ET T ARBTT Wy 25
1) Production 1) £ E 417,845 377,469 +10.7%
- PFY — fhim =44 417,751 377,115 +10.8%
— 3D printing materials — ZHESTEDM R 94 354 -73.4%
2) Dyeing and processing QFREBRINT 204,132 175,781 +16.1%
3) Trading of PFY ) KfmEHE S 25,834 27,401 -5.7%
647,811 580,651 +11.6%
Revenue of the Group in 2017 was approximately RMB647.8 million, AEEBRZZE—EtFHNRENAARKC478EE

representing an increase of approximately 11.6% as compared with
the previous year. The increase in revenue of the Group was mainly
contributed by the increase in revenue derived from the PFY production of

JC BREFINAI11.6% - NEBMKREENEB A K
B RALEENRSIEINOAREL40.68 8T
RERAXBEMTHKIEINOARE2845ET

approximately RMB40.6 million, and the increase in revenue derived from BREe
the dyeing and processing of approximately RMB28.4 million.

Gross Profit
Change
Between
2017 2016 2017 and 2016
—E—tF —E—RF Tt Fm
RMB’000 RMB’000 —E—REMH
Gross profit ER ARET R ARBTT EFEH
1) Production 1) £ E 80,345 85,739 -6.3%
- PFY —Whm R 44 80,342 85,613 -6.2%
— 3D printing materials — ZHESTEDR R 3 126 -97.6%
2) Dyeing and processing QFERINT 92,928 80,784 +15.0%
3) Trading of PFY 3) w4 E 5 6,886 682 +909.7%
180,159 167,205 +7.7%
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Gross profit of the Group in 2017 was approximately RMB180.2 million,
representing an increase of approximately 7.7% as compared with the
previous year. The increase was mainly attributable to the increase in
gross profit of approximately RMB12.1 million derived from the dyeing
and processing business.

Selling and distribution expenses

The Group’s selling and distribution expenses decreased by
approximately RMB1.5 million, representing an decrease of 15.9%
for the Year. The decrease was mainly attributable to the decrease in
transportation costs as a result of the Group’s stringent control on
logistics.

Administrative expenses

Administrative expenses increased by approximately 11.5% to RMB66.3
million, primarily due to i) the increase in staff costs arising from the
increase in reward of employees; and ii) the increase of headcounts for
the expansion of Nantong Yongsheng.

Finance costs
Finance costs decreased by 43.3% to approximately RMBO0.8 million,

primarily due to the decrease in discounted notes receivables during the
Year.

1 8 Yongsheng Advanced Materials Company Limited Annual Report 2017
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Cash flows

Financial Review
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BRe

St
L

Year ended 31 December

BE+-—A=+—BLEE

2017 2016

—E—tF ZE—RF

RMB’000 RMB’000

AR¥T AREFT

Net cash flows from operating activities CRESEBSFSR S RE R 80,373 181,841

Net cash flows from/(used in) investing activities &% & /EBFT1E,

(TR B REFHE 25,177 (233,341)
Net cash flows used in financing activities RMEEHFARSREFE (18,199) (20,741)
Cash and cash equivalents at end of the year FRASMRESEEY 152,837 67,362

Cash flow from operating activities

For the year ended 31 December 2017, net cash flows from operating
activities amounted to approximately RMB80.4 million, which represents
an significant decrease as compared with the same in 2016, mainly
because of the Group’s capacity expansion in Nantong Yongsheng,
which led to an increase in inventories and bills receivables.

Cash flow from investing activities

Net cash flows from investing activities amounted to approximately
RMB25.2 million, as compared to a net outflow in 2016, mainly because
of a significant net withdrawal of financial assets designated at fair value
through profit or loss, despite the payment of capital expenditures for
capacity expansion in Nantong Yongsheng during the Year.

Cash flow used in financing activities

Net cash used in financing activities amount to approximately RMB18.2
million, which was mainly attributable to cash paid for dividends to both
shareholders of the Company and non-controlling interests totalling
approximately RMB35.0 million, net of cash received from new bank
loans borrowing of RMB15.0 million to finance the Nantong Yongsheng'’s
expansion project during the Year.

RETHHRSRE

HE-ZT—+F+ - A=T—"BLFE KLEY
SREREFEIRARKESA4BE L B_F
—RFERBRED HEEHRAEEREBKER
E EYFERERZEEM-
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CMEFEARKL22BE T NI EHNAIEL
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AEEXNmMBKEBREEENEAIH -

K> B

=T
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MEEPMARSFERARKL182BEET 8
REMARBRRRIFZERERIRMNREEZXHA
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LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2017, the Group’s cash and bank balances,
including pledged deposits amounted to approximately RMB163.0
million (81 December 2016: approximately RMB69.1 million).

As at 31 December 2017, the total bank borrowings of the Group was

RMB15.0 million, (31 December 2016: Nil).

As at 31 December 2017 and 2016, the Group’s key financial ratio
reflecting its liquidity and gearing level, were as follows:

RBEERYHER

R-T—+F+_A=+—8 AEENHBEL RET
e (REEEEER)NAARE163.088 T (=
E—XNE+-A=+—H HAREI1EET) °

R-B—tF+-A=1t—H FEBEHRTER
BERARBIG0OAEBTL (ZE—RF+A=1+—
H:&E

~—

o

5

NZE—+tFER_FT—AR"F+_RA=+—H &%
ERBETHESRERABBEKENBERIE L X
R

2017 2016

—ZE—tF —T-RF

Current ratio mENLE X 25 3.1
Debt to equity ratio? B EEESL R 0.03 =

i Based on total current assets over total current liabilities.

e Based on total borrowings over equity attributable to shareholders.

EXPOSURE TO FLUCTUATIONS IN
EXCHANGE RATES AND RELATED HEDGE

Most transactions of the Group are settled in RMB since the operations
of the Group are mainly carried out in the PRC, and the major subsidiaries
of the Group are operating in the PRC and the functional currency of the
major subsidiaries is RMB. The reporting currency of the Group is RMB.

The Group carried on trading of PFY from overseas and most of the
transactions were settled in United States Dollars.

The Group’s cash and bank deposits are predominantly in RMB. The
Company will pay dividends in Hong Kong Dollars if dividends are
declared.

The Directors are of the view that RMB s relatively stable against other
currencies and the Group will closely monitor the fluctuations in exchange
rates, and that hedging by means of derivative instruments is therefore
not necessary.
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EMPLOYEE BENEFITS AND REMUNERATION
POLICIES

As at 31 December 2017, the Group had a total workforce of 620
employees (31 December 2016: 560 employees). The employees of the
Group were remunerated based on their experience, qualifications, the
Group’s performance and the prevailing market conditions.

During the Year, staff costs (including Directors’ remunerations) amounted
to approximately RMB75.8 million (31 December 2016: RMB66.4
million).

The Group offers its staff competitive remuneration schemes. In addition,
discretionary bonuses and share options may be granted to eligible staff
based on individual’s and the Group’s performance.

The Group participated in the social insurance schemes operated by the
relevant local government authorities which include retirement pension,
medical insurance, unemployment insurance, industrial injuries insurance
and maternity insurance. Employees in the Group’s PRC subsidiaries
are required to participate in a defined contribution retirement scheme
administrated and operated by the local municipal government. The
Group’s PRC subsidiaries contribute funds which are calculated on
certain percentage of the average employee salary as agreed by local
municipal government to the scheme to fund the retirement benefits of
the employees.

The Group also participates in a pension scheme under the rules and
regulations of the mandatory provident fund scheme (“MPF Scheme”)
for all employees in Hong Kong. The contributions to the MPF Scheme
are based on minimum statutory contribution requirement of 5% of
eligible employees’ relevant aggregate income, subject to a ceiling of
HK$1,500 per month per employee.

The Group emphasizes on team building and the Group’s success is
dependent on the contribution of all employees.

Financial Review
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SIGNIFICANT INVESTMENTS HELD

FEFREARKRE

Fair value at

Investment 31 December Type of
Assets Manager Custodian amount Agreement date 2017 investment
R-ZZE—tHF
+t=A=+—~H
EEEEA BEEREA REH i EAE R F{E rREZH
RMB’000 RMB’000
ARBT T ARBTF T
Shenzhen Sidaoke Ping An Bank 45,000 31 October 2017 45,462 1
Investment Limited Co., Limited, —E—+tF
(“SZ Sidaoke Shenzhen Branch +A=+—H
Investment”) (“Ping An Bank
YR EREE Shenzhen Branch”)
ERAA ERIRITIRAD
(MRYITHBE BRAFRINDIT
BrRE]) (T FZBIT
D7)
China Resources China Resources Bank 15,000 1 November 2017 15,138 1
SZITIC Trust Co.,Ltd Of Zhuhai Co.,Ltd, —ZE—+F
EBHRBERGER Shenzhen Branch +—A—H
BRAA] RBERRITRM
ERRAFRINDIT
60,600
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B %
Fair value at
Investment 31 December Type of
Assets Manager Custodian amount Agreement date 2016 investment
R=Z—RF
+=-—B=+—H
BEEEEA EEREA REHE HRED B QFE rREFR
RMB’000 RMB’000
AREBTFT ARETTT
LJZ Wealth Management China Merchant 30,000 20 September 2016 30,437 2
(Shanghai) Co., Limited Bank Co., Limited, —ZE—RF
(“LJZ Wealth Shanghai Branch hB=+H
Management’) (“CMB Shanghai
PERE EE R Branch”)
(E8)BRAF AR RD
(EXEHEER]) BRAT EEDTT
([BRERT
iy =5 X5l
China Foreign Economy Shanghai Pudong 20,000 20 September 2016 20,356 3
and Trade Trust Co., Development Bank SN
Limited Beijing Changan hA=+H
FEEINEEE S Avenue East Branch
SEE AR AR B RERRT
S =R Y/N]
IRRRLZHEZIT
LJZ Wealth Management CMB Shanghai Branch 20,000 16 August 2016 20,402 2
PEREH = E R BRERT 85T —T-REF
NA+RH
SZ Sidaoke Investment Ping An Bank Shenzhen 65,000 12 July 2016 66,715 1
RN BERHEE Branch A
FLRITRIND AT +A+=H
LJZ Wealth Management CMB Shanghai Branch 15,000 11 July 2016 15,387 2
PEREH EE IR BRERIT EEHTT AN S
+A+—H
SZ Sidaoke Investment Ping An Bank Shenzhen 20,000 4 July 2016 20,555 1
wYIHBERIEE Branch ZT—RF
FRRITARIND T +HAMA
173,852
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Note:

1. Type 1 investment refers to (i) monetary instruments; (i) bonds; (iii)
public equity funds; (iv) fixed income products; (v) fixed income-
like products; and (vi) other low-risk investment products including
subscription of new shares, etc.

2, Type 2 investment refers to (i) bank deposits; (i) money market funds;
(iii) bond funds and low risk fixed income assets; and (iv) other fixed
income assets approved by the regulatory bodies.

38 Type 3 investment refers to (i) bank deposits; (i) money market funds;
(iii) bond funds; (iv) transferable depositary notes; (v) bond repurchases;
(Vi) corporate bonds with AA- rating or above; and (vii) short-term notes
with A-1 rating or above.

Save as disclosed above, there were no significant investments held by
the Company as at 31 December 2017.
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Directors and Senior Management

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

aged 55, is an executive Director and the chairman (the “Chairman”) of
the Board. Mr. Li is also the chairman of the nomination committee under
the Board and one of the authorised representatives of the Company. Mr.
Li has more than 30 years of experience in textile and trading industry,
and is mainly responsible for overall business strategy and management
of the Group. From August 1985 to May 1993, Mr. Li had been engaged
in trading of textile products as a sole proprietorship. He worked as the
general manager of Xiaoshan Yongsheng Trading Company from March
1993 to November 1997, and from November 1997 to June 1999, he
assumed the role of general manager of Xiaoshan Yongsheng Chemical
Fiber Company Limited (currently known as Hangzhou Yongsheng Group
Limited, “Yongsheng Group”). He served as the general manager of
Hangzhou Yongsheng Weaving Limited (“Yongsheng Weaving”) from
June 1999 to April 2003. Since 2003, Mr. Li has been appointed as a
chairman of the board of directors of Yongsheng Group. Mr. Li has been
a senior economist since October 2013.

Mr. Li completed his professional study majoring in dyeing and
processing engineering in Zhejiang Institute of Silk Textile (how known as
Zhejiang Sci-Tech University) in July 1985. In March 2004, he completed
a course on corporate director advanced business administration
which was held by Ningbo Jianfeng Management Technology Research
Centre. Between 2006 and 2012, Mr. Li had also completed various
courses including the Senior Training Course on the Philosophy of New
Technology and Enterprise Growth—Growth enterprise and the Senior
Training Course on Financial Investment in Real Operations respectively
offered by the school of humanities and the school of media of Zhejiang
University, the Senior Training course for Business Administration
Executives offered by Zhejiang Gongshang University, the training course
for senior enterprise operators and managers in Hangzhou City on “356
Engineering Programme” in relation to investment, financing and capital
operation training offered by Fudan University. Mr. Li was appointed as
the deputy chairman of The Professional Committee of Zhejiang Province
Privately-operated Economic Research Centre in December 2002. Mr. Li
is has completed the CEO Finance Program for China Enterprise in 2016,
which was held by the Cheung Kong Graduate School of Business.
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Mr. Li has been elected as a representative of the Hangzhou City
Xiaoshan District People’s Congress of the PRC from December 2016.
Mr. Li has been elected as a member of the Hangzhou City Xiaoshan
District Committee of the Chinese People’s Political Consultative
Conference since May 2005. He was also elected as the chairman of the
Hangzhou City Xiaoshan District Wenzhou Chamber of Commerce in July
2010, the vice-chairman of the Hangzhou City Xiaoshan District General
Chamber of Commerce in December 2012, the standing council member
and vice-chairman of the China Chemical Fiber Association in April 2012
and April 2015 respectively. In October 2008, Mr. Li was named the “Staff
Caring Outstanding Entrepreneur” of Hangzhou City jointly awarded by
the Federation of Trade Union of Hangzhou City and the Industry and
Commerce Joint Committee of Hangzhou City. In February 2013, Mr. Li
was awarded the “Outstanding Socialist Builder” for the years 2010—
2012 by the Office of China Hangzhou City Xiaoshan District and The
People’s Government Office of Hangzhou City Xianshan District.

Mr. Zhao Jidong (“Mr. Zhao”)

aged 53, is an executive Director and chief executive officer (the
“Chief Executive Officer”) of the Company and one of the authorised
representatives of the Company. Mr. Zhao is also a member of the
remuneration committee under the Board. Mr. Zhao has more than
30 years of experience in textile industry, and is mainly responsible for
general management and overall operations of the Group. Mr. Zhao has
joined Yongsheng Group as the chief executive officer since June 2010.
Mr. Zhao was previously a director of Yongsheng Group. From July 1985
to October 2006, Mr. Zhao had worked in Yangzhou Cloth Factory and
he served previously as the factory director. He had also served as the
deputy director and director of Yangzhou Textile Research Institute from
February 1990 to October 2006. From September 2006 to July 2011,
Mr. Zhao had been the director of Shanghai Huayuan Company Limited,
a company which is listed on the Shanghai Stock Exchange (stock
code: 600094). From November 2006 to July 2011, Mr. Zhao had been
the deputy general manager and chief engineer of Shanghai Huayuan
Company Limited.
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Mr. Zhao obtained his bachelor degree majoring in textile engineering
from Wuxi Light Industry Institute (currently known as Jiangnan University)
in July 1985. Mr. Zhao has also completed the Senior Training Course for
Young Entrepreneur in Financial Control and Capital Operation offered by
Tsinghua University in December 2011. Mr. Zhao was elected as a council
member of Yangzhou City Textile Construction Association in June 1991.
He joined the Jiangsu Textile Engineering Association as a product
professional committee member in January 2004, and has granted the
government special allowance certificate by the State Council of the
PRC in 2000. He completed and passed the Training Course for Senior
Management of Listed Companies offered by China Securities Regulatory
Commission Shanghai Regulatory Bureau respectively in 2007 and 2008.
He was also accredited as a senior engineer on textile engineering by
the Job Title Reform Office of Jiangsu Province Textile Industry Bureau
and professor level senior engineer by Jiangsu Department of Personnel
respectively in 1995 and 2000. Mr. Zhao was engaged by the Graduate
School of Donghua University as an off-campus mentor in September
2012.

Mr. Zhao has been elected as a member of the Hangzhou City Xiaoshan
District Committee of the Chinese People’s Political Consultative
Conference since December 2016. Mr. Zhao also obtained a number
of awards, including the national five one labor medal awarded by All-
China Federation of Trade Unions, the “3rd prize of Yangzhou Science
and Technology Advancement Awards” and the “1st prize of Yangzhou
Science and Technology Advancement Awards” awarded by Yangzhou
Science and Technology Advancement Awards Judging Committee,
the “National Textile Labour Working Role Model” awarded by China
Textile Industrial Bureau, the “Yangzhou City Technology Contributor”
awarded by Yangzhou City, the “Central Enterprise Labour Working
Role Model” awarded jointly by the National Ministry of Personnel and
State-owned Assets Supervision and Administration Commission of the
State Council, and the “2nd Prize of Sang Ma Textile Technology” by the
Sang Ma Trust Fund. Mr. Zhao was awarded the “3rd prize of Jiangsu
Province Science and Technology Advancement Awards” on his projects
of “High Stimulation Twisted Peach Skin flannel” and “The Ultrafine
Composite Fabric Thread”, and was awarded the “2nd prize of Jiangsu
Province Science and Technology Advancement Awards” on his project
of “The Sea-island Ultrafine Composite Synthetic Chamois Leathers” by
the Jiangsu Province Science and Technology Advancement Awards
Judging Committee. He has been selected as one of the “Candidates of
the First Batch National Engineering Talents of the National New Century
Project” by the Ministry of Personnel of the People’s Republic of China
(the “PRC”) in April 2004 and passed its advanced training in July 2005.
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Mr. Li Conghua (“Mr. Li CH”)

aged 43, is an executive Director and a director of Yongsheng Chemical
Fiber. Mr. Li CH has more than 15 years of experience in the textile
industry, and was mainly responsible for management and supervision
of ordinary operation of the Group’s trading business before the disposal
of the trading business of textile-related products by the Group in May
2015. Mr. Li CH is currently responsible for conducting product market
trend analysis. He worked as a chemical fiber materials salesperson
in the chemical fiber department in Xiaoshan Yongsheng Trading
Company Limited from June 1997 to December 2000, and worked as a
department manager in chemical fiber department of Yongsheng Group
from January 2000 to December 2004. Mr. Li CH has also completed the
Senior Training Course for Chief Executive Officer of Growth Enterprise
offered by Zhejiang University in January 2008. Mr. Li CH is the nephew
of Mr. Li Cheng.

Mr. Ma Qinghai (“Mr. Ma”)

aged 43, is an executive Director and the general manager of the
manufacturing division of Yongsheng Dyeing. Mr. Ma has more
than twenty years of experience in the textile industry, and is mainly
responsible for management and supervision of ordinary operation of
the Group’s dyeing business. Mr. Ma was the technical supervisor and
workshop officer of Zhejiang Hongli Group Limited Printing and Dyeing
Branch Company from August 1994 to February 2001. Mr. Ma held the
position of domestic trading manager of Yongsheng Group from January
2002 to July 2005 and was previously a director of Yongsheng Group.
Mr. Ma served as the vice factory director, factory director and deputy
general manager of Yongsheng Dyeing from August 2005 to February
2008, and has held the general manager position of Yongsheng Dyeing
since February 2008.
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In July 1994, Mr. Ma completed his professional study major in dyeing
and processing in Zhejiang Province Common Intermediate Professional
School. He completed the Senior Training Course for Chief Executive
Officer of Growth Enterprise offered by the school of humanity of
Zhejiang University in April 2007. He completed the course of Business
Management from Donghua University in July 2015 and obtained his
professional Diploma. Mr. Ma was awarded the “Progressive Individual
of Xiaoshan Dongpian Printing, Dyeing and Chemical Industry Provincial
Level Environmental Protection Key Regulatory Area Remediation
Work” by the People’s Government of Xiaoshan District of Hangzhou
City in October 2007. Mr. Ma obtained the award of “Outstanding
Contract Manager of Xiaoshan District” jointly offered by the Hangzhou
Administration for Industry and Commerce Xiaoshan Branch and
Hangzhou City Xiaoshan District Enterprise Contract Management
Association in 2010.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Ms. Wong Wai Ling (“Ms. Wong”)

aged 56, is an independent non-executive Director. She is also the
chairlady of the audit committee and the remuneration committee under
the Board. Ms. Wong has more than twenty five years of experience in
accounting and auditing, and mainly provides her independent judgment
on strategy, performance, resources, code of conduct and other aspects
of the Company. She had worked in major international accounting firms
and local accounting firms before she set up her own accounting firm in
Hong Kong in 1993.

Ms. Wong is an independent non-executive director and the chairperson
of the audit committees of AVIC International Holdings Limited (Main
Board stock code: 161), China Ruifeng Renewable Energy Holdings
Limited (Main Board stock code: 527) and Overseas Chinese Town (Asia)
Holdings Limited (Main Board stock code: 3366). Ms. Wong is a non-
executive director of Hin Sang Group (International) Holding Co. Limited
(Main Board stock code: 6893). Ms. Wong was an executive director of
Tonking New Energy Group Holdings Limited (previously known as JC
Group Holdings Limited) (GEM stock code: 8326) and an independent
non-executive director of Glory Flame Holdings Limited (GEM stock
code: 8059), and resigned on 18 October 2016 and 22 March 2016
respectively.
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Ms. Wong obtained a Bachelor of Arts degree from University of Hong
Kong in November 1983 and a postgraduate diploma in accounting and
finance from the London School of Economics and Political Science,
University of London, in the United Kingdom in July 1985. She has been
registered as a Certified Public Accountant in Hong Kong since June
1991. Ms. Wong has become a fellow member of the Association of
Chartered Certified Accountants (‘FCCA”) and a fellow member of Hong
Kong Institute of Certified Public Accountants (‘FCPA”) since May 1995
and February 2001 respectively. Ms. Wong has been appointed as an
independent non-executive Director since 7 November 2013.

Mr. Shiping James Wang (“Mr. Wang”)

aged 57, is an independent non-executive Director. He is also a member
of the audit committee and the nomination committee under the Board.
Mr. Wang mainly provides his independent judgment on strategy,
performance, resources, code of conduct and other aspects of the
Company. Mr. Wang was the Foreign General Legal Counsel of Zhongxin
Law Firm Shanghai Branch from July 2009 to March 2013 and has been
the Foreign General Legal Counsel of Shanghai Hanyuan Law Firm since
June 2013.

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

aged 52, is an independent non-executive Director. He is also a member
of the audit committee, the remuneration committee and the nomination
committee under the Board. Dr. Wang mainly provides his independent
judgment on strategy, performance, resources, code of conduct and
other aspects of the Company.

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

Dr. Wang is an independent director of Jiangsu Jiangnan High Polymer
Fiber Co. Ltd, a company which is listed on the Shanghai Stock
Exchange (stock code: 600527). Dr. Wang was an independent director
of Zhejiang Unifull Industrial Fiber Co., Ltd, a company which is listed on
the Shenzhen Stock Exchange (stock code: 002427), and resigned on 4
January 2017.

Dr. Wang obtained a doctorate degree from the Faculty of Materials
Science and Engineering of Donghua University in March 2002. From
January 1989 to March 1992, Dr. Wang was employed by the China
Textile University (currently known as Donghua University) as a trainee
researcher and then worked at Donghua University as an officer of
the Technology Laboratory of Chemical Fiber Engineering Research
Centre. Dr. Wang served as an assistant researcher, a deputy officer, an
officer, and an associate researcher in the Faculty of Materials Science
and Engineering from March 1992 to September 2002. Dr. Wang was
appointed as the associate dean of the Faculty of Materials Science and
Engineering from November 2004 to April 2010. Since September 2008,
Dr. Wang has been a director of the Institute for Engineering Research
Center of Advanced Glass Manufacturing Technology.

Directors and Senior Management
EENEREERE

FEPEL([EEL])

8255 BUFATEF TREFEETEZZE
g FHEZEeRREZEEKE -FRLIEHRN
BIREE  RB BREITAENFERERBILH

o

=50

IMtE-TRoF T AREEREABHANS
HIRPRAERELHELEH RA-F——
FREAREABHERARE - T LRRER
KA RBA WKEA MR G R R %

TR FBREE RS BTRR RAEAY
SHEFASARS LESHRSRERRSH
X

IBLR/TIHIERHERNDAERAR (LEF
FR B ETRIRE - B0 SR - 600527) KB E
EZ-IBLEEENTIARSHEERNERAA
(FRINBHFR S A ETEORE B 5% 002427)
WEBLEE THR-_FT—tF—ANBET-

ITHIR - EZE_FANGBRERBHHNBE
IRBRELBMC - RN \NAF-AZE—AAZ
FZA IRIEETRHBAR (RBERERSR)
EEMABMEELCBIEMARPOIEMAET
F-BR-—NAN_F=ZAZ_ZTZE_FhAXKRE
MBI Z2RTRERHPEHRRE BEE FER
BIfiRE RN _EENF+-AZE_Z-TFN
AHEREASEMHHMBRTIREREKRK K KB
“ERN\FAARHERMRER R ERHENE
HEREI(L-

XmEteERAT 2017EE 31



Directors and Senior Management
ESKEAEERE

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

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

aged 49, is the general manager of Nantong Yongsheng, and is mainly
responsible for management and supervision of day-to-day operation of
fiber manufacturing business of Nantong Yongsheng. Mr. Shi joined the
Group in June 2010. Mr. Shi had been the general manager assistant and
the head of production department of Nantong Huatong Chemical Fiber
Limited from July 1993 to June 2008. He had been the general manager
assistant in Shenghong Group Jiangsu Zhonglu Technology Company
Limited from August 2008 to May 2010.

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

aged 40, is the general manager of Yongsheng Chemical Fiber, and
is mainly responsible for management and supervision of day-to-day
operation of fiber manufacturing business of Yongsheng Fiber. Mr.
Ye joined the Group in May 2006. Mr. Ye had been the head of sales
department of Yongsheng Fiber from May 2007 to August 2011. He had
been the vice general manager and executive vice general manager in
Yongsheng Fiber from August 2011 to March 2016. Mr. Ye had been the
supervisor of polyester filament production and after-sales specialist of
Far Eastern Industries (Shanghai) Limited from July 2000 to December
2008. He had been the business representative of Huvis Corporation
Shanghai Representative Office from December 2003 to May 2006.

Mr. Ye obtained his bachelor degree majoring in materials science from
the Faculty of Materials Science and Engineering of Donghua University in
July 2000.

Ms. Zhang Yingli (“Ms. Zhang”)

aged 44, is the head of finance department of the Group, and is
mainly responsible for financial reporting and treasury management
for subsidiaries of the Group. Ms. Zhang has more than twenty years
of experience in accounting and financial reporting. Ms. Zhang joined
Yongsheng Group in October 2003. She was the financial accountant of
Zhejiang Asia Pacific Electrical and Mechanical Group Limited from July
1995 to November 2001.

Ms. Zhang completed her bachelor degree in finance in Zhengzhou
University in August 2015 and higher education in accounting in the
Central China Agricultural University in July 1995. Ms. Zhang has
obtained the certificate of passing all the required subjects of the
National Uniform CPA Examinations of the Chinese Institute of Certified
Public Accountants (‘CICPA”) in December 2015. Ms. Zhang has been
conferred by the Ministry of Finance of the PRC as an intermediate
accountant since May 2002. Ms. Zhang has been the member of
Chinese Institute of Certified Public Accountants in 2016.
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Mr. Xu Bing

aged 37, is the head of human resources and administration department
of the Group. Mr. Xu Bing has more than fourteen years of experience
in human resources and administration management, and is mainly
responsible for human resources management and administration of
the Group. Mr. Xu Bing joined Yongsheng Weaving in May 2003 as the
office manager and then the office manager of Yongsheng Dyeing, and is
mainly responsible for human resources, administration and purchasing
management. He rotated to Yongsheng Group as the head of human
resources and administration department in December 2008. Mr. Xu Bing
worked as the manager of the human resources department of Zhejiang
Chenhui Lighting Company Limited from July 2002 to May 2003.

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

Mr. Xu Hua

aged 52, is the supervisor of product information department of the
Group. Mr. Xu Hua has more than twenty years of experience of fabric
product development, and is mainly responsible for product research and
development and market research. Mr. Xu Hua joined Yongsheng Group
in March 2011. Mr. Xu Hua had been the head of product development
department of Yangzhou Cloth Factory from December 1993 to June
1997 and had been the head of product development department
and general engineer of Yangzhou Huayuan Company Limited from
November 2004 to February 2011.

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

aged 28, holds a Bachelor Degree in Laws from The London School of
Economics and Political Science. She is a practicing solicitor in Hong
Kong in the field of commercial and corporate finance. Ms. Lo has been
appointed as the company secretary of the Company with effect from 26
October 2017.

Chung, Kwok Mo John

aged 49, holds a Bachelor of Economics degree from Macquarie
University, Australia in 1992 and is also a member of Hong Kong Institute
of Certified Public Accountants and CPA Australia, with over 20 years
of experience in auditing, financial management and corporate finance.
Mr. Chung was an auditor in an international accounting firm from 1992
to 1999. From 2000, Mr. Chung had held several senior management
positions, including chief financial officer, executive director and
independent non-executive director, in a number of listed companies in
Hong Kong.

Mr. Chung has joined the Group as a vice president of the Company
since February 2018. Currently, he is also an independent non-executive
director of the following listed companies on the Stock Exchange:

- B & S International Holdings Ltd. (Stock Code: 1705)

- YTO Express (International) Holdings Limited (Stock Code: 6123)

- BYD Electronic (International) Company Limited (Stock Code: 285)

- Zhengye International Holdings Company Limited (Stock Code:
3363).
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The Company was committed to achieving and maintaining high
standards of corporate governance, the principles of which serve to
uphold transparency, accountability and independence in all aspects
of business and endeavour to ensure that affairs are conducted in
accordance with applicable laws and regulations.

CORPORATE GOVERNANCE CODE

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

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

CODE OF CONDUCT REGARDING
DIRECTORS’ SECURITIES TRANSACTIONS

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

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

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

Executive Directors

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

Mr. Ma Qinghai

Independent non-executive Directors

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

The brief biographical details of and relationships among the existing
Directors are set out in the section headed “Directors and Senior
Management” on pages 25 to 35. Save as disclosed under the section
headed “Directors and Senior Management” of this annual report, there
is no financial, business, family or other material or relevant relationship
among Board members and in particular, between the Chairman and the
CEO.

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

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

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

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

ExgEERBRRAE

ErgEfaReR ARRRMEN TREFE
WEEBEATAHERE REBEFAN ERTESR
FEFE -REARARZAGERMA ((ARERMAE
Bl EFERANBBEFLMEZ-

EEHFERAEBEFARTHNEZES SR ERKRSE
R RDERE S0 T -

Attendance/
Number of general
meetings held

Attendance/
Number of Board
meetings held

HERE HERE
FETEEY FITRRAE
BEXRE RE
Executive Directors HITES

Mr. Li Cheng LA 18/18 11
Mr. Zhao Jidong THER L L 18/18 1/1
Mr. Li Conghua RS A 18/18 1/1
Mr. Ma Qinghai BE8LE 18/18 1/1

Independent non-executive Directors BYEBITES
Ms. Wong Wai Ling HFEBLL 18/18 11
Mr. Shiping James Wang FittFE 18/18 1/1
Dr. Wang Huaping FEFEL 18/18 1/1

The annual general meeting (“AGM”) of the Company were held on 25
May 2017. Our forthcoming AGM will be held on 25 May 2018. Our
Directors, chief financial officer and company secretary and other senior
executives of the Company will attend the AGM together with our external
auditors to answer any questions from the Shareholders. All Directors
treasure the opportunity to canvass the views of the shareholders of the
Company at the AGM held annually.
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Board Responsibilities and Delegation

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

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

Appointment, Re-election and Removal of Directors

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

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

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

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

Induction and Continuous Professional Development

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

EERERAEBNRE

ARBEETTRNTRIRXEABG it E
ERAEESRAENERFLRBEERERA
BEERR-

ABERRSEEXRRE

HMETEEREEEIRSEEN UEEAZR
SHEEBEEREFTRR -ARABI REEE
FNREERERABRSLHELENEE WE -
EEFTHEBNREFEFTER UEREED
HMEENEMRAIRBEE L REEREARANE
BEARKETHEE - 2REFTHAFEEE
BROEEN  UAGRS2EEMSENFI UER
REFRENMBEKEE - IREFRMMCH EF
REBEFAMEXNFIREHIIDT

Types of continuous
professional development

programmes

BFEESXRRARER
Executive Directors HITES
Mr. Li Cheng LA 1,2,8
Mr. Zhao Jidong HAERTE 1,2,3
Mr. Li Conghua FHAESE 1,2,8
Mr. Ma Qinghai BEELE 1,2,3
Independent non-executive Directors BAKBITES
Ms. Wong Wai Ling H5ERZT 1,3
Mr. Shiping James Wang FHFEE 1,3
Dr. Wang Huaping TEFEL 1,3
Notes: BtaE -
1. Attend update program organized by lawyers of the Company. 1. HEBAARQFEMASNENERRE-
2. Attend internal training organized by the company secretary of the 2. WHEHARRNRARMBAEZHRIDLE -

Company.

3. Read relevant materials of workshops/internal trainings/updates on the 3. BEM S NS, AR LR R R E A E

Listing Rules and other applicable regulations.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

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

BOARD COMMITTEES
Remuneration Committee

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

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

REBER BT —REH SHES
FEREFImT

pill
i3
3
il
=
EE

Attendance/

Number of meetings

Members of the Remuneration Committee FMEEERE HEXEEERE
Ms. Wong Wai Ling (Chairladly) BERZL (£E) 1/1
Mr. Zhao Jidong THAERE 1/1
Dr. Wang Huaping FEFEL 11

Nomination Committee

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

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

As part of the Board Diversity Policy, the Company recognises and
embraces the benefits of having a diverse Board to enhance its
performance. All Board appointments will be based on meritocracy,
and candidates will be considered against selection criteria. Selection
of candidates will be based on a range of diversity perspectives, which
would include but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and length of
service. The ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board. The Nomination
Committee will from time to time review the Board Diversity Policy, as
appropriate, to ensure its effectiveness.

42 Yongsheng Advanced Materials Company Limited Annual Report 2017

REEZEE

ARBEKRIA—ERTEERMEBBULIFNTE
EHEHAMEEERE THNRAZBE -REZEEW
BEMBEERENETINRE RERAEK (8
EEE  MBRER)  BRAEEBRATHEES
EXRBRFEBYFATEENBEIE-REEE
SR PARBEHE FENAZTESNREMNE
F I TERBRARARRE BB -

ROEFA REZESCRIESTSHRE AR
RN WEFEBLFRTEFTOB LI -REBR
BeTERISEFENEZLEERR ([EEEKE
ZRAEBEK]) -

EREFEKEBZTEBRN—&H ARFAREL
REEZEXBETENRREAARRTNRE
MEBEEEKRENZEOUARART BRA LHEZE
BAEKERATEREL -BEAEKER RIS
T BB REE AR (ERRMN) MR - Fik- X
ERBEER BXRER R MBERBESR-
REBERABNRERAIRESTSRHENERME
RE-REZEEH I EEBERRERINESTSN
BZITCBE AERETZEN-



One meeting was held during the Review Period and the attendance by
each committee member is set out below:
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Attendance/

Number of meetings

Members of the Nomination Committee REZEBRE HEXEEERE

Mr. Li Cheng (Chairman) WAL (FE) 1/1

Mr. Shiping James Wang FHFEE 1/1

Dr. Wang Huaping FEFEL 11
Audit Committee EREES

The audit committee under the Board (the “Audit Committee”) currently
consists of three independent non-executive Directors. The primary
duties of the Audit Committee are to review the Company’s financial
information, review and supervise the Company’s financial reporting
process and internal control procedures, nominate and monitor external
auditors and provide advice and comments to the Board. The Audit
Committee is established with specific terms of references which deal
clearly with the committee’s authority and duties and are available on the
website of the Stock Exchange and the Company. During the Review
Period, the Audit Committee discussed and reviewed the interim and final
results of the Group and certain other businesses. The effectiveness of
the Company'’s internal control was also discussed at the meetings. The
Audit Committee has also reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
controls, risk management and financial reporting matters including a
review of the interim report, annual report and the final result of the Group
for the financial year ended 31 December 2017. The Group’s final results
for the financial year ended 31 December 2017 has been reviewed by
the Audit Committee before submission to the Board for approval. The
Audit Committee has also reviewed this annual report, and confirmed that
this annual report complies with the Listing Rules. In the opinion of the
Audit Committee, there are no material uncertainties relating to events
or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. There is no disagreement between the
Board and the Audit Committee regarding the selection, appointment,
resignation or dismissal of the external auditors.
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There were three meetings held during the Review Period and the REBEEA RITT=Re#H BUZESKNENH
attendance by each committee member is set out below: EIERETIEAT -
Attendance/

Number of meetings
Members of the Audit Committee ERZEEBRE HEXEEERE
Ms. Wong Wai Ling (Chairiadly) BEBRLTT (FE) 3/3
Mr. Shiping James Wang FHFEE 3/3
Dr. Wang Huaping FEFEL 3/3
INTERNAL CONTROL AND RISK P B0 BE 12 I L B ' 3R
MANAGEMENT
The Board is committed to managing business risks and maintaining a EFEeNNEREGAR LAFEE RBEHE

proper and effective system of risk management and internal control to
safeguard the Shareholders’ investments and the Group’s assets. On
30 December 2015, the terms of reference of the Audit Committee have
been amended to include risk management as part of the internal control
of the Company. During the Review Period, the Board reported the risks
associated with the Company and the Audit Committee was satisfied that
the risks have been properly dealt with by the Group.

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

The senior management’s remuneration payment of the Group during the REBEFAN AEESREEBNHFMZFENTT

Review Period falls within the following band:

g E -

Number of individuals

AE

Nil to HK$1,000,000 % %1,000,0007% 7T 7
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T £1,500,0007% 7T 1
HK$1,500,001 to HK$2,000,000 1,500,0017% 7T £2,000,0007% 7T 1
HK$2,000,001 to HK$2,500,000 2,000,001 7T 22,500,000/ 7T 1
HK$2,500,001 to HK$3,000,000 2,500,001 7T 23,000,000/ 7T =
HK$3,000,001 to HK$3,500,000 3,000,001 7T £ 3,500,000/ 7T =
HK$3,500,001 to HK$4,000,000 3,500,001 7% 7T 24,000,000/ 7T 1
HK$4,000,001 to HK$4,500,000 4,000,001 7T 24,500,000/ 7T 1
12

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

As disclosed in the prospectus of the Company dated 15 November
2013 (the “Prospectus”), Mr. Li Cheng and Ever Thrive Global Limited
are the controlling shareholders of the Company (the “Controlling
Shareholders”). To protect the Group from any potential competition,
the Controlling Shareholders has given an irrevocable non-competition
undertaking (the “Non-competition Undertaking”) in favour of the
Company on 7 November 2013. Pursuant to the Non-competition
Undertaking, each of the Controlling Shareholders has, among other
matters, undertaken with the Company that each of the Controlling
Shareholders and their respective associates (other than the Group) shall
not engage in any business which will or may compete with the business
currently and from time to time engaged by the Group. Details of the
Non-competition Undertaking have been set out in paragraph headed
“Relationship with our controlling shareholders — Non-competition
Undertaking” of the Prospectus.
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The Company has received the annual declaration from each of the
Controlling Shareholders in respect of their respective compliance
with the terms of the Non-competition Undertaking during the Review
Period. The independent non-executive Directors, having reviewed the
aforementioned annual declarations and made reasonable enquiry, are
satisfied that the Controlling Shareholders have complied with the terms
of the Non-competition Undertaking during the Review Period.

AUDITORS’ REMUNERATION

The Group’s external auditors is Ernst & Young. The remuneration paid
or payable to the external auditors of the Group for the year ended 31
December 2017 comprised fees for audit services of RMB950,000
(2016: RMB950,000). During the year ended 31 December 2017, there
was no non-audit service provided by the Group’s external auditors.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR FINANCIAL
STATEMENTS

All Directors are responsible for the preparation of the financial statements
which give a true and fair view of the state of affairs of the Group. The
auditor of the Company acknowledges its reporting responsibilities in
the auditor’s report on the financial statements of the Company for the
year ended 31 December 2017. The statement by the auditors of the
Company about their responsibilities for the financial statements is set out
in the independent auditor’s report contained in this annual report. The
Directors are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability to
continue as a going concern. Accordingly, the Directors have prepared
the financial statements on a going-concern basis.

COMPANY SECRETARY

Mr. Leung Ho Yan Julian (FCCA, FCPA, FCIS, FCS) was the company
secretary of the Company (the “Company Secretary”) between 7
November 2013 and 26 October 2017.

Ms. Lo Lok Ting Teresa (“Ms. Lo”) has been appointed as the Company
Secretary with effect from 26 October 2017.
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The Company Secretary reports to the Chairman of the Board and is
responsible for advising the Board on corporate governance matters and
facilitating communication among Board members, the Shareholders and
management of the Company. Ms. Lo has duly complied with the relevant
professional training requirement under Rule 3.29 of the Listing Rules.
The biography of the Company Secretary is set out in the section headed
“Directors and senior management” on page 35 of this annual report.

THE SHAREHOLDERS’ RIGHTS

Convening an Extraordinary General Meeting by
Shareholders

Pursuant to Article 64 of the Articles of Association, extraordinary
general meetings shall be convened on the requisition of one or more
Shareholders, at the date of deposit of the requisition, holding not less
than one-tenth of the paid up capital of the Company having the right
of voting at general meetings. Such requisition shall be made in writing
to the Board or the Company Secretary for the purpose of requiring
an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition. Such meeting
shall be held within 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.

Procedures for Putting Forward Proposals at
General Meetings by Shareholders

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

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

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

Lippo Centre No 89 Queensway, Admiralty,

Hong Kong

Website: www.chinaysgroup.com

Tel No.: (852) 2776 5228

Fax No.: (852) 2994 9699

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

INVESTOR RELATIONS
Constitutional Documents

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

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

2017 was 400,925,600. The Company will periodically announce the
total number of its issued shares in its monthly returns.
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Important schedule for the Shareholders - AGM

An AGM of the Company will be held at Admiralty Conference Centre, RM
1804A, 18/F, Tower 1, Admiralty Centre, 18 Harcourt Road, Admiralty,
Hong Kong on 25 May 2018. A circular containing, among others, details
of the AGM has been despatched to the Shareholders together with this
annual report.

Information for Hong Kong branch registrar

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

CORPORATE GOVERNANCE ENHANCEMENT

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

On behalf of the Board

Li Cheng

Chairman

Hong Kong, 26 March 2018
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The Board is pleased to present the annual report and the audited
financial statements of the Group for the financial year ended 31
December 2017.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law (as revised) of the
Cayman Islands on 19 April 2012. The registered office of the Company
is at P.O. Box 10008, Willow House, Cricket Square Grand Cayman KY1-
1001, Cayman Islands and its principal place of business in Hong Kong is
at Office 1616, 16th Floor, Tower Two Lippo Centre, No. 89 Queensway,
Hong Kong. The principal activity of the Company is investment holding
and its subsidiaries are principally engaged in the development and
manufacturing of PFY, provision of dyeing services of differentiated
polyester filament fabric and trading of PFY in the PRC.

Further discussion and analysis of the business activities of the Group,
can be found in the sections headed “Chairman’s Statement” and
“Business Review” as set out on pages 7 to 16 of this annual report.
These discussions form part of this report of the directors.

SUBSIDIARIES

Particulars of the Company and each member of the Group as at 31
December 2017 are set out in note 1 to the financial statements.

FINANCIAL STATEMENTS

The profit of the Group and the financial conditions of the Group for
the financial year ended 31 December 2017 are set out in the financial
statements on pages 75 to 178 of this annual report.
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ENVIRONMENTAL POLICIES

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

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

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

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

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

COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the Mainland China while the ordinary shares (the
“Shares”) of the Company are listed on the Main Board of the Stock
Exchange. The Group’s establishment and operations accordingly shall
comply with relevant laws and regulations in the Mainland China and
Hong Kong. During the year ended 31 December 2017 and up to the
date of this annual report, the Group’s operation has complied with all the
relevant laws and regulations in the Mainland China and Hong Kong in all
material respects.
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RESERVES

Movements in reserves during the financial year ended 31 December
2017 are set out in the Consolidated Statement of Changes in Equity on
page 79 of this annual report.

As at 31 December 2017, the Company had distributable
reserves of approximately RMB174,425,000 (2016: approximately
RMB210,762,000) available for distribution to the Shareholders.

SHARE CAPITAL AND SHARE OPTION
SCHEME

Details of the Company’s share capital and share option scheme are set
out in notes 26 and 27 to the financial statements and the paragraph
headed “Share Option Scheme of the Company” below, respectively.

DIVIDEND

The Board has recommended the payment of a final dividend (the “Final
Dividend”) of HK$0.045 per Share for the financial year ended 31
December 2017. This, together with the interim dividend of HK$0.035
per Share that was paid in 2017, amounts to an aggregate dividend
payment of HK$0.08 per Share for the full financial year of 2017. The Final
Dividend, if approved by the shareholders of the Company at the AGM,
will be paid to the shareholders whose names appear on the register of
members of the Company on 5 June 2018.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the financial
year ended 31 December 2017 are set out in Note 13 to the financial
statements.
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MAJOR SUPPLIERS AND CUSTOMERS

During the financial year ended 31 December 2017, the percentages of
major suppliers and customers of the Group of the purchases and sales
for the year ended 31 December 2017 are as follows:

The aggregate purchases

Five largest suppliers accounted for 45.72%
The aggregate sales
Five largest customers accounted for 16.93%

So far as known to the Directors, other than those disclosed in the
section headed “CONTINUING CONNECTED TRANSACTIONS AND
RELATED PARTY TRANSACTIONS” below, none of the Directors,
their close associates (as defined in the Listing Rules) or substantial
shareholders (which to the best knowledge of the Directors own more
than 5% of the Company’s share capital) had any interest in the above
major suppliers or customers.

CHARITABLE DONATIONS

The Group made charitable donations of RMB325,500 during the
financial year ended 31 December 2017 (2016: RMB426,000).

BANK BORROWINGS

During the financial year ended 31 December 2017, the Group had bank
borrowings of RMB15.0 million, which was mainly used for the capacity
expansion in Nantong Yongsheng.

DIRECTORS

The Directors during the financial year ended 31 December 2017 and up
to the date of this annual report were:

Mr. Li Cheng (Chairman)

Mr. Zhao Jidong (Chief Executive Officer)
Mr. Li Conghua

Mr. Ma Qinghai

Ms. Wong Wai Ling

Mr. Shiping James Wang

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

DIRECTOR’S SERVICE CONTRACTS

Each of the Directors has entered into a service contract with the
Company for a fixed term of three years commencing from 7 November
2016 (except for Dr. Wang Huaping, whose service contract commenced
on 19 August 2014) subject to termination, among others, by giving not
less than three months’ notice in writing. Each of such Directors will be
subject to retirement by rotation and re-election at the AGM every three
years. Mr. Zhao Jidong and Mr. Li Conghua are entitled to an annual
director’s fee of RMB86,512 respectively, and Ms. Wong Wai Ling is
entitled to an annual director’s fee of RMB112,465, as proposed by the
Board and approved by the Shareholders. Director’s fees are payable on
a pro-rata basis for any non-full year’s service. The remuneration of the
Directors is determined with reference to their duties, responsibilities and
experience in the Company, and the prevailing market conditions. No
Directors have waived or agreed to waive any emoluments.

INTERESTS IN CONTRACTS

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

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the Review Period.
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CONTRACTS WITH CONTROLLING
SHAREHOLDERS

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

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Save for the share option scheme of the Company, at no time during
the financial year ended 31 December 2017 was the Company, its
subsidiaries or its ultimate holding company or any subsidiary of that
ultimate holding company a party to any arrangement to enable the
Directors to acquire benefits by means of acquisition of shares in or
debentures of the Company or any other body corporate.

DIRECTOR’S INTERESTS IN COMPETING
BUSINESS

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

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-executive
Directors an annual confirmation of independence pursuant to Rule 3.13
of the Listing Rules and based on the confirmations received, considers
all the independent non-executive Directors to be independent.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTEREST AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2017, interests or short positions in the Shares,
underlying Shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the SFO) held
by the Directors and chief executive of the Company which have been
notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which
were taken or deemed to have under such provisions of the SFO) or have
been entered in the register maintained by the Company pursuant to
section 352 of the SFO, or otherwise have been notified to the Company
and the Stock Exchange pursuant to the Model Code in Appendix 10 to
the Listing Rules are as follows:

(A) Long position in the Shares and underlying
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Shares
Number of
Shares and
underlying Approximate
Shares held/  percentage of
Name of Director Capacity/Nature interested shareholding
iR
HEERROR B RE
BEEnE 273 HERHEE Bat
Mr. Li Cheng (“Mr. Li") (Note 1) Interest in controlled corporation 206,471,700 51.5%
WS ([FRE]) (B7#1) REEERER
Mr. Ma Qinghai (“Mr. Ma”) (Note 2) Beneficial owner 7,075,677 1.76%
BE/EE(IKRE]) (Ki2) EnfAA
Mr. Zhao Jidong (“Mr. Zhao”) (Note 3) Beneficial owner 7,000,000 1.75%
AR ([#EE]) (H773) EmEAA
Interest of spouse 3,876,427 1.0%
B4 2 s
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Note 1:

Note 2:

Note 3:

Mr. Li beneficially owned approximately 95.71% of the
issued share capital of Ever Thrive Global Limited which in
turn, beneficially had 206,471,700 Shares. Therefore, Mr.
Li was deemed or taken to be interested in all the Shares
held by Ever Thrive Global Limited for the purposes of the
SFO. Mr. Li was also the sole director of Ever Thrive Global
Limited.

As at 31 December 2017, share options to subscribe for
4,400,000 Shares were granted to Mr. Ma. Besides, Mr.
Ma beneficially owns 2,675,677 Shares. Therefore, Mr. Ma
was interested in 7,075,677 Shares in aggregate.

As at 31 December 2017, share options to subscribe for
6,300,000 Shares were granted to Mr. Zhao. Mr. Zhao
also holds 700,000 Shares beneficially. Besides, Ms. Chen
Xi, the spouse of Mr. Zhao, beneficially owns 3,876,427
Shares. Therefore, Mr. Zhao is deemed, or taken to be,
interested in the said 3,876,427 Shares for the purpose
of the SFO. Accordingly, Mr. Zhao was interested in
10,876,427 Shares in aggregate.

(B) Long position in shares of associated
corporation

Report of the Directors
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Mett: TREEEHEERRIBRAALN
95. 71 %M B BT AN - AR IRIKEAR
N A B H206,471,7000% f% 15
bt RIBEES REAEKRD - FEEHERA
REENERRIERARZFENET
BOFHEARELD - TEENMBERIRIR
BRARMME—ES-

Witz BE-_T—+FE+=-A=+—8 5%
A E ¥ ] 32 BB 4,400,0000% A% 15 BY BE A%
oI BAEEE S AB2,675677
f&fn o At - 5 %&£ A H 7,075,677
DR -

W3 BE-_T—+FE+-A=+—8 #%
= e % ] 3R BE6,300,000R% AR 17 &Y Bl P&
1 o 8 S & IR B 2545 B 700,0000% P 15 °
PN BB (B EMERE) B H
53,876,427 J 10 o Atk BLE FH I H
EEHmE  BEERBABREERLE
3,876,427 B R HE B xR - R UL
A HIM0,876,427TR IR D R

W o

(B) RAEEEERODHNER

Number of
Name of Associated Shares held/  Percentage of
Name of Director Corporation Capacity/Nature interested shareholding
Fi¥s/ EAERER R
EEHR HEEE AR B3, HH KROEE Bott
Mr. Li Ever Thrive Global Limited Beneficial owner 446 95.71%
FRE BRI AR A A BB A

Apart from those disclosed herein, as at 31 December 2017,
none of the directors nor the chief executive of the Company had
any interests or short positions in any of the Shares, underlying
Shares or debentures of the Company or any of its associated
corporations (within the meaning of the SFO) that is required to be
recorded and kept in the register in accordance with section 352
of the SFO or any interests required to be notified to the Company
and the Stock Exchange pursuant to the Model Code.

BAXAEEEN R_FE—LtF+_H
=t R ESEFIARTANRSTRABLE
RARB S EEMBREE (E&ERLEH R
BHRODOKRN HEROKEEZTEAR
BE S RS RG] 35218 B 5 A Z IR AT L&Y
BEEMANEAERIORE  RIRBEREST A
AREANR) MBI
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2017, so far as is known to the Directors, the
following persons (other than a Director or chief executive of the
Company) had or were deemed or taken to have an interest or short
position in the Shares or underlying Shares which would fall to be
disclosed to the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or, were directly or indirectly,
interested in 5% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any
other member of the Group:

FTERREEAMATRRS R EER
DHERER AR

2

R-ZE—tF+_A=+t—H BEZFAAN ATA
T (EFHARANTRITRABRIN #ALER
RABERENDXAAEROTEEREESRBME
{RBIEXVED 2 K37 B RO IR SRR A A 7] KB X Ay
BREMREHIAR REXIFEFEFHEENA
REFBERTRARBEERNEMKERARRRKE
ERENEMBERN RN E(EE%H A LA

Number of Approximate

Shares held/  percentage of

Name of Shareholder Capacity/Nature interested shareholding

iy EEER BEA B e

BEERE B g1 HE RO E Bok

Ever Thrive Global Limited Beneficial owner 206,471,700 51.5%
EERKAR AR EmEAA

Ms. Chen Fangqin (Note) Interest of spouse 206,471,700 51.5%

BRI At (i) [EEOE s

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

SUBSTANTIAL SHAREHOLDERS OF OUR
SUBSIDIARIES

Huvis Corporation held 30% of the equity interest in Hangzhou Huvis
Yongsheng Chemical Fiber Company Limited as at 31 December 2017.
For details, please refer to the paragraph headed “Yongsheng Chemical
Fiber” set out in the section headed “History and development” of the
Prospectus.
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SHARE OPTION SCHEME OF THE COMPANY

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

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

The Company shall be entitled to issue options, provided that the total
number of Shares which may be issued upon exercise of all options to
be granted under the Scheme and any other share option schemes of
the Company must not exceed 10% of the shares in issue on the Listing
Date.

The Company may at any time refresh such limit, subject to the
Shareholders’ approval and issue of a circular in compliance with the
Listing Rules, provided that the total number of Shares which may be
issued upon exercise of all outstanding options granted and yet to be
exercised under all the share option schemes of the Company shall not
exceed 30% of the Shares in issue from time to time.

The total number of Shares issued and to be issued upon exercise of
the options granted to each participant (including both exercised and
outstanding options) in any 12-month period must not exceed 1% of the
Shares in issue unless approved by the Shareholders in accordance with
the requirements of the Listing Rules.
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An option may be exercised in accordance with the terms of the Scheme
at any time during a period as the Board may determine which shall not
exceed ten years from the date of grant subject to the provisions of early
termination thereof.

During the financial year ended 31 December 2017, no share options
were granted (31 December 2015, 15,000,000 share options and
16,300,000 share options were granted on 6 January 2015 and
30 December 2015, respectively, under the terms of the Scheme
(collectively, the “Grants”), representing approximately 7.81% of the
issued shares of the Company as at 31 December 2017). Details of the
Grants are disclosed in the announcements of the Company dated 6
January 2015 and 30 December 2015, respectively.

Up to 31 December 2017, the following set forth the summary of the
changes in share options granted, details of which are set out in Note 27
to the consolidated financial statements:

BEREAREZEGRINESTSE TN AHE AL
BITE - EARFEFRTSELBRER L B BES
T WARZBHREL L IGXARR -

HE_Z—tF+-_A=+—HLIREE TER
HERE(ZZE—AF+T-A=1+—H0:£ER=ZF
—HEE—AXNBE-ZE—AE+-_A=1+BREZ
=1 21 59 15 59% H15,000,00017 B A% # 16,300,000
MERE(EBIRE])  BEREARTIRZZT—+
F+ZA=Z+—HEBITRMHA7.81%) - BHME
BHERARRBRSNAEB=ZTE—RAF—A~BK
TE-RE+_A=Z1+HHNRAHEAR-

EE-T—+F+-A=+—0 BEHBRESY
ZEBEEMT  HE RN A G B RN T

Number of unlisted share options
FLmBREHA

m
Share price of
Cancelled/ the Company
Name and As at Granted forfeited Exercised As at as at the date of
category of 1 January during during during Exercise 31 December Date of grant of ~ Vesting period of End of exercise grant of share
participant 2017 the year the year the year price 2017 share options share options period % 3 tagr;;
NG
H-8-t% R/ i L RCE-tE i RBBREY
SHRERERER -B-H EREH L ERTE fif® t=R=t-B BRERLAE BRESED TEBERAS AENER
(HKD per Share) (HKD per Share)
(BKET) (#HET)
Directors
%
Mr. Zhao Jidong 3,500,000 - - 700,000 $129 2,800,000 6 January 2015 50%: 2 April 2016 to 5 January 2025 $148
5 January 2025
HERAE —F-1f 0% —F-A FMA-HE <—Z-1f
—ArA ZZCRE-AEA” bt
50%: 1 April 2017 to
5 January 2025
50%: —E—+4MA-AZ
—ZCRE-AERY
3,500,000 - - - - 3,500,000 30 December 2015 50%: 2 April 2017 to 30 December 2025 $152
30 December 2025
—Z-1f 50%:-3—+¥MAZAZ Z—ZT-1f
TZRA=+H ZECRFTZAZTE® TZA=TH
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EERHRE
Number of unlisted share options
FLmBREHA
Share price of
Cancelled/ the Company
Name and As at Granted forfeited Exercised As at as at the date of
category of 1 January during during during Exercise 31 December Date of grant of ~ Vesting period of End of exercise grant of share
participant 2017 the year the year the year price 2017 share options share options period % \o tagr;;
NG
Hg- ti? FRiY/ - R=B-t% i Nﬁﬂﬂi%
SEERERER -B- FREH bt ERTE 8 t-A=t-B  BRERLEE BRESED EBERAH BHNER
(/-/KD pe/S/ra/e/ (/-//(D peré‘ﬁarey
(BRET) (#KET)
Mr. Ma Qingha 2,200,000 - - - - 2,200,000 6 January 2015 50%: 2 April 2016 to 5 January 2025 $1.48
. 5 January 2025
SERLE —3-n% 50%: “F-~FMA-AE ZZ-Rf
—-A”A ZZCRE-ARRY —-AnA
50%: 1 April 2017 to
5 January 2025
0% “EF—+ E [ﬂ] ﬂ E ES
ZECR%E-R
2,200,000 - - - - 2,200,000 30 December 2015 50%: 2 April 2017 to 30 December 2025 $1.52
30 December 2025™
“E-1f 50%: —F-+¥MA_AE _—E_1f
+=A=+A ZECREtZA=tA* +ZA=+A
50%: 1 April 2018 to
30 December 2005
50% : = }\ ﬁ 2] ﬂ Az
727 “R=tE"
Other employees 5,918,000 - - 196,000 $129 5,722,000 6 January 2015 50%: 2 April 2016 to
) 5 January 2025
RS :§*ﬁ¢ 50% : —: —~EMA-AZE
-A=A —ZCRE-AERY
50%: 1 Apr 2017 to 5 January 2025 $148
5 January 2025
50%: = tiwﬂ AE —E-1f
‘“‘ﬁ —RRR —RER
30 December 2015 50%: 2 April 2017 to 30 December 2025 $1.52
30 December 2025
9,300,000 - 1,080,000 29,600 $1.39 8,190,400 i 50% e ﬂ; HE Z—Z-1f
+ZA=1A ZZ-RFTZA +E‘* TZR=1H
50%: 1 April 2018 to
30 December 2026™
50%: *z—}\ﬁlﬂlﬂ; HE
ZECRETIAZTEY
Total
@t 26,618,000 - 1,080,000 925,600 24,612,400
Notes: Btez -
. The vesting and exercise of the options granted under the Scheme on . BEZAENR T —RAF-ARNARE ZBERE

6 January 2015 are subject to the performance conditions set out in
the announcement of the Company dated 6 January 2015.

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

FEREXZNRBELRS

(A) Continuing Connected Transactions A FEBEXS

During the financial year ended 31 December 2017, the Group
entered into the following continuing connected transactions which
are subject to the reporting and annual review requirements set out
in Chapter 14A of the Listing Rules.

Details of the continuing connected transactions are set out below:

Master Procurement Agreement

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

On 30 December 2015, Huvis Corporation and Yongsheng
Chemical Fiber entered into an agreement pursuant to which the
Group agreed to purchase textile-related products for trading
and production of differentiated PFY from Huvis Corporation
and/or its associate(s) from time to time for a term of three years
commencing from 1 January 2016 and ending on 31 December
2018 in accordance with the terms and conditions stipulated
therein (the “Master Procurement Agreement”). The annual
caps under the Master Procurement Agreement for each of the
three years ended/ending 31 December 2016, 2017 and 2018
are RMB42,000,000, RMB50,000,000 and RMB60,000,000,
respectively.

On 7 March 2017, the Group adjusted the above annual caps
for 2017 and 2018 from RMB50,000,000 and RMB60,000,000
to RMB80,000,000 and RMB100,000,000, respectively, based
on actual operating needs. As of 31 December 2017, the
Group’s purchases from Huvis Corporation were approximately
RMB67.388 million.
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Details of the Master Procurement Agreement and the revised
annual caps are disclosed in the announcements of the Company
dated 30 December 2015 and 7 March 2017 respectively. Details
of the revised annual cap for the two years ending 31 December
2018 in respect of the Master Procurement Agreement are
disclosed in the announcement of the Company dated 7 March
2017.

Confirmation from the independent non-executive
Directors

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

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

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

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

Confirmation from the auditors

Pursuant to Rule 14A.56 of the Listing Rules, the Board had
engaged the auditors of the Company to perform certain
assurance procedures on the continuing connected transactions.
As of 31 December 2017, the annual purchase amount of the
continuing connected transactions under the Master Procurement
Agreement was RMB67.388 million, which did not exceed the
proposed maximum annual transaction amount for 2017. The
auditor of the Company has provided the Board with a letter,
confirming that they were not aware of any matters that cause
them to believe that the continuing connected transactions
disclosed have exceeded the annual cap set by the Company.
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(B) Related Party Transactions

Details of the significant related party transactions undertaken in
the normal course of business of the Group are provided under
note 32 to the financial statements. None of these related party
transactions constitutes a connected transaction as defined under
the Listing Rules that is required to be disclosed, except for those
disclosed above, in respect of which the disclosure requirements
in accordance with Chapter 14A of the Listing Rules have been
complied with.

EVENTS AFTER REPORTING PERIOD

On 9 January 2018, Yongsheng Dyeing entered into an asset
management agreement with SZ Sidaoke Investment and Ping An
Bank Shenzhen Branch, pursuant to which Yongsheng Dyeing agreed
to participate in the asset management plan operated by SZ Sidaoke
Investment and to deposit an investment amount of RMB60,000,000,
which will be funded by the internal resources of the Group, into the
designated custodian account with Ping An Bank Shenzhen Branch. The
term of the asset management plan is six months with the annual rate of
return of 6.3%. Please refer to the announcement of the Company dated
9 January 2018 for further details.

On 9 January 2018, Yongsheng Dyeing entered into an asset
management agreement with Minsheng Wealth Investment Management
Co., Ltd. (“Minsheng Wealth Investment”’) and China Merchants
Securities Co., Ltd. (“China Merchants Securities”) pursuant to which
Yongsheng Dyeing agreed to participate in the asset management plan
operated by Minsheng Wealth Investment and to deposit an investment
amount of RMB20,000,000, which will be funded by the internal
resources of the Group, into the designated custodian account with
China Merchants Securities. The term of the asset management plan is
nine months with annual rate of return of 7.1%. Such transaction did not
constitute a discloseable transaction of the Company under the Listing
Rules.

On 9 January 2018, the entrusted loan of RMB50,000,000 under the
First Entrusted Loan Agreements was repaid in full by China Merchants
Bank Hangzhou Xiaoshan Branch to Yongsheng Dyeing.
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On 11 January 2018, Yongsheng Dyeing (as the entrusting party) entered
into an entrusted loan agreement with China Merchants Bank Hangzhou
Xiaoshan Branch (“Lending Bank”) (as the entrusted party and the
lender), pursuant to which Yongsheng Dyeing has entrusted the Lending
Bank with an amount of RMB50,000,000, which will be funded by the
internal resources of the Group, for the purpose of lending the same to
Saintyear Holding Co., Ltd, for a period of six months. The interest rate of
the entrusted loan is 6.5% per annum. Please refer to the announcement
of the Company dated 11 January 2018 for further details.

On 15 March 2018, Yongsheng Dyeing entered into an asset
management agreement with China Foreign Economy and Trade Trust
Co., Ltd. (“FOTIC”) and the Beijing Chaowai Street Sub-Branch of China
Merchant Bank Co., Ltd. (“CMB BJ CW Sub-Branch”), pursuant to
which Yongsheng Dyeing agreed to participate in the asset management
plan operated by FOTIC and to deposit an investment amount of
RMB40,000,000, which will be funded by the internal resources of the
Company, into the designated custodian account with CMB BJ CW Sub-
Branch. The term of the asset management agreement is from 15 March
2018 to 23 November 2018 with the annual rate of return of 6.3%.

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

SUFFICIENCY OF PUBLIC FLOAT

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

PERMITTED INDEMNITY PROVISION

The Articles of Association provides that every Director shall be entitled
to be indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution of
the duties of his/her office or otherwise in relation thereto. The Company
has maintained appropriate Directors’ liability insurance coverage for the
Directors during the financial year ended 31 December 2017.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any listed securities of the Company during the financial year
ended 31 December 2017.

AUDITORS

The financial statements now presented have been audited by Ernst &
Young, Certified Public Accountants. Ernst & Young will retire and, being
eligible, will offer themselves for re-appointment at the forthcoming AGM.
A resolution for the re-appointment of Ernst & Young as auditors of the
Company will be proposed at the forthcoming AGM.

PROPOSED FINAL DIVIDEND AND CLOSURE
OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from 21 May
2018 to 25 May 2018, both days inclusive, for the purpose of determining
Shareholders’ entitlement to attend the forthcoming AGM to be held on
Friday, 25 May 2018, during which period no transfer of Shares will be
registered. In order to qualify for attending the AGM, the Shareholders
should ensure that all transfers accompanied by the relevant share
certificates and transfer forms are lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than 4:30
p.m. on 18 May 2018.

The Board recommends the payment of the Final Dividend of HK$0.045
per Share to the Shareholders whose names appear on the register of
members of the Company on Tuesday, 5 June 2018. The payment of the
Final Dividend is subject to approval by the Shareholders at the AGM. If
the resolution for the Final Dividend is passed at the AGM, the register
of members will be closed from 1 June 2018 to 5 June 2018, both days
inclusive, and the Final Dividend is expected to be paid on Thursday, 28
June 2018. In order to qualify for the Final Dividend, the Shareholders
should ensure that all transfers accompanied by the relevant share
certificates and transfer forms are lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than 4:30
p.m. on 31 May 2018.
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FIVE-YEAR FINANCIAL SUMMARY

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

By Order of the Board

LI Cheng

Chairman and Executive Director
Hong Kong, 26 March 2018

Report of the Directors
EEgWE

AFMBERE

AEERSETAEMBRFENTBESE EENE
BMENHNAFREI7TIEE180E -

AEEE®

TERHTEE

£

BE —E-NF=ZAZ-+XH

ABEMRERAT 20178R O/



Independent Auditor’s Report
B 2 HENRE

i

Ernst & Young TXKEETEI SR Tel E:E: +852 2846 9888
EY 22/F, CITIC Tower BEPIRRNEE IR Fax f8E: +852 2868 4432
fﬂ( 1 Tim Mei Avenue hiEARE2218 ey.com
Central, Hong Kong
To the shareholders of
BAKBRFMBAERATBRRE

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

OPINION

We have audited the consolidated financial statements of Yongsheng
Advanced Materials Company Limited. (the “Company”) and its
subsidiaries (the “Group”) set out on pages 75 to 178 which comprise
the consolidated statement of financial position as at 31 December 2017,
and the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs”) issued by
the International Accounting Standards Board (“IASB”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

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

Key audit matter

RRELEE

Independent Auditor’s Report
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How our audit addressed the key audit matter

EERFNAEEREERER

Provision for impairment of trade receivables

B 5N R E R

As at 31 December 2017, the Group had trade receivables of
RMB15,953,000 before provision for impairment of RMB1,137,000. As
the fiber industry continued to be impacted by certain macroeconomic
challenges, the Group experienced uncertainty over the collectability of trade
receivables from some customers.

RZB—+F+A=+—H ' E5ENKRAEREARE1,137,000
TLRIME 5 M EIE B A R #15,053,0007T - AR ETT R BB E T
LEQERBMYE. EXEEENMETEPWOESRERFIEREH
THEEM

The determination as to whether a trade receivable is collectable involves
management judgement. Management considers specific factors such as
the age of the balances, location of customers, existence of disputes, recent
historical payment patterns and any other available information concerning
the creditworthiness of counterparties. Management uses this information to
determine whether a provision for impairment is required either for a specific
transaction or for a customer’s balance in total.
RETESRKFIERE A WER  BEHEREREHH EERBER
WABEAZPEARORER TRAEME SR FEMNS THELE
FEAREEEFFEENTMEMAEEN EEBERARZSTENE
EREARE R IARELAERER CEHRERE-

Our audit procedures included sending trade
receivable confirmations and checking bank
receipts for the payment received subsequent to
year end. We also assessed the assumptions used
to calculate the impairment provision for trade
receivables by checking the ageing of receivables
and assessing significant overdue individual trade
receivables.
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Independent Auditor’s Report
BIYZEMRE

Key audit matter

RRELEHE

How our audit addressed the key audit matter

EERTFNAEEREERER

We focused on this area because of the significant judgement required and

the materiality of the amounts involved.

BZREHBEIZEE RRARESRERAB RS RN EEEKX

The related disclosures are set out in notes 3 and 17 to the consolidated

financial statements.

ERRBEENERN A G B RARMEIRIT7 -

Inventory provision assessment

FEBEETE

As at 31 December 2017, the Group recorded inventories of
RMB93,175,000 which were material to the Group. Management judgement
is required in assessing if the carrying value is higher than the net realisable
value (“NRV”) of the inventories on hand at the year end, especially of those

slow-moving inventories which may become obsolete.

R-Z—tF+-A=+—RH BXEEAHFHEAKY¥I3,1750007T"
# EEEMEBERN-EFGFRABTFEFENRAESTRRNA
BRE(UERFE]) LERAUERESENNAFHFER FTEE

GEEEER

Significant judgements are also required in determining the write-down
of inventories to NRV which involves management’s expectations of the
forecast inventory sales and usage and the estimated selling price of
inventory based on the current market condition and the historical experience

of selling products of a similar nature.

BEFERMRER 2RF#ER T AFELERHE  PRERERER
AImRk HERUTEERNBERRUGTEZHERNEREFLHRE

ARBEFEEE-

The related disclosures are set out in notes 3 and 16 to the consolidated

financial statements.

BERBBEENENA MM B MRMEIR6 -
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We attended inventory counts at all locations with
significant inventory balances, and performed
testing on the samples of inventories to assess their
cost and net realisable values.
BMEFEBEERGFEARE B R - I
B E A HETT ORI B A o AT 4 EO A AN B AT B3R %
e

We obtained an understanding of the Group’s
inventory provision policy and checked the
calculation of the inventory provision based on
the Group’s policy. We evaluated management’s
assumptions used to calculate the provision by
checking the ageing of inventories, subsequent
sales and usage of inventories on a sampling basis.
HMTH EEEFEBREERXEER S£E6
BREZFERENAE -BRMABRMEFTRE
REENKRK FTEHZNHEHEERER SR
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Our report is made solely to you, as a
body, and for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this report.

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

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

° 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.

° 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.
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Independent Auditor’s Report
B RHENRE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

BB ERS M BRRAREN
B (&)

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

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

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

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

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

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 Lawrence K. W. Lau.

Ernst & Young

Certified Public Accountants
Hong Kong

26 March 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

B ERERAEMZEBAR

Year ended 31 December 2017 HE T —+F+_-_A=+—HIFE

2017 2016
—E—tF TE—RF
Notes RMB’000 RMB’000
ih=s ARMT T AREF T
REVENUE & 5 647,811 580,651
Cost of sales SHE K AR (467,652) (413,446)
Gross profit EF 180,159 167,205
Other income and gains, net HAbUg A N U E55F 58 5 15,523 13,223
Selling and distribution expenses HERDHRAX (7,857) (9,346)
Administrative expenses TER S (66,262) (59,450)
Finance costs A& K AR 7 (766) (1,350)
PROFIT BEFORE TAX BR B AR R 6 120,797 110,282
Income tax expense FRriS % i 2 10 (22,347) 21,711)
PROFIT FOR THE YEAR FRER 98,450 88,571
OTHER COMPREHENSIVE Hit2mE (&8 A
(LOSS)/INCOME
Other comprehensive income not TERA% M
to be reclassified to profit or loss HEBRIFEIN
in subsequent periods: H2mEmBA:
Exchange differences on translation of REVEMEROENZ5
financial statements (1,876) 116
OTHER COMPREHENSIVE FREMEZE (FE) /A
(LOSS)/INCOME FOR THE YEAR, ($ERBiE)
NET OF TAX (1,876) 116
TOTAL COMPREHENSIVE INCOME FRAEZEBALTE
FOR THE YEAR 96,574 88,687
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

SO EREEMEZEBAE
Year ended 31 December 2017 HE-_Z—+tF+_-_A=+—HILEFE

2017 2016
—ZE—tF A
Note RMB’000 RMB’000
ih=s ARMT T ARBTF T
Profit attributable to: AT G R A :
Shareholders of the Company VNN 3 92,144 79,128
Non-controlling interests FEIEIR 6,306 9,443
98,450 88,571
Total comprehensive income attributable to: LA T &4 2 A Uk A 48 %8
Shareholders of the Company NN 3 90,268 79,244
Non-controlling interests FEPERR =S 6,306 9,443
96,574 88,687
EARNINGS PER SHARE ATTRIBUTABLE AR RRRELBRER
TO THE SHAREHOLDERS OF
THE COMPANY 12
Basic BN AR¥RMB 230cents?  ARMRVB 19.8 cents?
Diluted e AK®RMB 227 cents?  ARHERMB19.7 cents?
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Consolidated Statement of Financial Position

B OB AR R

31 December 2017 —F—

+tHFE+-A=+—H

2017 2016
—E—tF —T—RF
Notes RMB’000 RMB’000
ih=s ARMT T AREF T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y B R 13 205,339 151,654
Prepayments for property, Y - R B R ER RN
plant and equipment RIE 26,777 906
Prepaid land lease payments TEf T ERIA 14 28,522 29,336
Other intangible assets HEmEpEEE 15 5,507 5,962
Deferred tax assets BT IREE 25 369 441
Total non-current assets ERBEELRE 266,514 188,299
CURRENT ASSETS REEE
Inventories FE 16 93,175 47,593
Trade and bills receivables g 5 RN FIE R EREE 17 149,986 130,337
Prepayments, deposits and TENFIE e REMEK
other receivables FIE 18 14,888 10,682
Trust loan receivable JEWEFEE R 18 50,000 50,000
Financial assets designated as at EEREATEF ABED
fair value through profit or loss EREE 19 60,600 173,852
Amounts due from related parties FE Y i & 75 BUIR 32 2,800 3,002
Pledged deposits EEAEFER 20 10,150 1,705
Cash and cash equivalents ReRBELEEDY 20 152,837 67,362
Total current assets MEEEMREE 534,436 484,533
CURRENT LIABILITIES REBAE
Trade and bills payables B RN ERENRE 21 140,404 92,767
Amounts due to a related party e —RBBE T HUR 32 5 2,375
Other payables, advances from HMEMNRIE BFBRK
customers and accruals et A 22 48,775 50,945
Interest-bearing bank and FTRRITRAMBEE
other borrowings 23 15,000 -
Government grants BT & B 24 1,225 1,225
Income tax payable FERPTIS L 11,734 11,075
Total current liabilities mE B B 217,143 158,387
NET CURRENT ASSETS REBEETFE 317,293 326,146
TOTAL ASSETS LESS CURRENT HEERRBAS
LIABILITIES 583,807 514,445
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Consolidated Statement of Financial Position

BHFHIRR R

31 December 2017 —ZT—+&F+-A=+—H

2017 2016
—E—tF ZE—RF
Notes RMB’000 RMB’000
ihg=2 AR¥ET R AREFIT
NON-CURRENT LIABILITIES kRBERE
Government grants BT & B 24 12,510 13,735
Deferred tax liabilities RIERIBEEE 25 6,440 3,497
Total non-current liabilities FERBEERER 18,950 17,232
Net assets FEE 564,857 497,213
EQUITY s
Equity attributable to shareholders of the RNA EIAR R PE AL e
Company
Share capital &N 26 3,173 3,165
Share premium %15 = B 26 173,359 195,859
Other reserves H b s 28 342,274 249,044
518,806 448,068
Non-controlling interests FEIE AR R 46,051 49,145
Total equity 1B 564,857 497,213
Li Cheng Zhao Jidong
=W ik 43
Director Director
EE E5E
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Consolidated Statement of Changes in Equity

EOREREHR

Year ended 31 December 2017 HE T —+F+_-_A=+—HIFE

Attributable to shareholders of the Company

KARRRER
Foreign Equity-
currency  Statutory settled Non-
Share Share  Retained translation surplus arrangement Other controlling Total
capital  premium  earnings*  reserve*  reserve*  reserve*  reserves* Total interests equity
HERE  EEEHR  BERAE
BRA  RHEE RERAF e RE RUERE BHRE @x FBRER BERAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB’000
ARBTT ARETRT ARETRT ARETRT ARETRT ARETR ARETr ARETr ARETr ARETFR
(note 26)  (note 26) (note28)  (note 28)  (note 27)
(Hiztoe)  (KiEe) (Hiso8)  (Hises)  (Hfater)
At 1 January 2016 W=E-7"%-A—-H 3,165 216,330 182,691 (1,026) 22,251 4,189 (46,130) 381,470 38,622 420,092
Profit for the year FREH - - 79,128 - - - - 79,128 9,443 88,571
Other comprehensive income for the year: FREMEARA - - - - - - - - - -
Exchange differences on translation RERBRANELZR
of financial statements - - - 116 - - - 116 - 116
Total comprehensive income FREENALE
for the year - - 79,128 116 - - - 79,244 9,443 88,687
Dividends paid to shareholders ARRARREXARE
of the Company - podn) - - - - - 04 - 0dn)
Dividends paid to non-controlling interests ~ ERRER RS - - - - - - - - 4320) (4,320)
Appropriation to statutory reserves PREAERE - - (16,449) - 16,449 - - - - -
Capital injection from non-controlling interests ~ JEE R )T & - - - - - - - - 5,400 5,400
Equity-settled share option arrangements et g RERET T = = = = = 7825 = 7825 S 7,825
At 31 December 2016 RZE-~F+-A=1+-H 3,165 195,859 245,370 (910) 38,700 12,014 (46,130) 448,068 49,145 497,213
A1 January 2017 RoB—+5-A-8 3165 195850 245370 ©10) 38700 12014  (46130) 448068 49145 497213
Proft for the year FREHN - - 92,144 - - - - 92,144 6,306 98,450
Other comprehensive income for the year: FREMEARA - - - - - - - - - -
Exchange differences on translation HENBRRNERZR
of financial statements - - - (1,876) - - - (1,876) - (1,876)
Total comprehensive income FREENALE
for the year - - 92,144 (1,876) - - - 90,268 6,306 96,574
Dividends paid to shareholders ARRARREX RS
of the Company - (24,046) - - - - - (24,046) - (24,046)
Divicends paid to non-controling interests ~ F3EERRER % TRk S - - - - - - - - (11,0000  (11,000)
Appropriation to statutory reserves PREATRE - - (13,384) - 13,384 - - - - -
Capital injection by non-controling interests ~ JFEREZTE - - - - - - - - 1,600 1,600
Exercise of share options TERE 8 1,546 - - - (541) - 1,013 - 1,013
Equity-settled share option arrangements RELEERERHE - - - - - 3,503 - 3,503 - 3,503
At 31 December 2017 W=E-t&+=A=1+-H 3,173 173,359 324,130 (2,786) 52,084 14,976 (46,1300 518,806 46,051 564,857
* These reserve accounts comprise the consolidated other reserves * ZERBREEAMNMBMRAKRANE O H M

of RMB342,274,000 (2016: RMB249,044,000) in the consolidated

statement of financial position.

b A R#342,274,0007T (Z T —RNF: AR
249,044,0007T ) °
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Consolidated Statement of Cash Flows

BORESRER

Year ended 31 December 2017 HE-_ZT—+F+_A=1+—HIFE

2017 2016
—E—tF —T—RF
Notes RMB’000 RMB’000
ih=s ARMT T AREF T
CASH FLOWS FROM KETHHEESRE
OPERATING ACTIVITIES
Profit before tax: W 50 B A - 120,797 110,282
Adjustments for: FATIEE EL MR
Finance costs BhE R AN 7 766 1,350
Interest income F B U A 5 (5,635) (5,293
Loss on disposal of property, HEME  WE RFEERE
plant and equipment 6 264 408
Fair value gains, net: AN EREFE:
Financial assets designated as at BERAFET ABEN
fair value through profit or loss SEEE 5 (7,111) (6,444)
Depreciation e 13 15,686 14,949
Amortisation of prepaid land TERT T Mo FE & SR IE B8R
lease payments 14 814 814
Amortisation of other intangible assets Hib R & Es 15 1,230 1,066
Impairment/(reversal of impairment) of trade 2 5 JfE U 7% 18 Kz - i [ Ui
receivables RERE, CRERE)
and other receivables 17 & 18 288 (57)
Write-down of inventories to their TFEMORZ H o &30 5E
net realisable value 1,671 -
Equity-settled share option expense R EEBRERS 27 3,503 7,825
132,273 124,900
Increase in inventories FEEM (47,253) (7,534)
Decrease in due from related parties JFE UK 7858 75 SRR R, 202 =
Increase in trade and bills receivables B 5 W GRIA K R EHRIE hin (19,937) (38,831)
(Increase)/decrease in deposits e K H A FEIGRIA
and other receivables (1), m b (4,206) 43,522
Decrease in financial assets designated EERATFEFABZS
as at fair value through profit or loss ERMEERD - 30,000
Increase in trade and bills payables B 5 M 518 R IE N EHRIE N 45,267 25,675
(Decrease)/increase in other payables, HEMEMTRE BFERK
advances from customers and accruals fEETFIAE CRd) /10 (8,748) 13,617
Cash generated from operations KEFFIRE 97,598 191,349
Interest received B UF B 1,448 2,102
Income tax paid ERATEH (18,673) (11,610)
Net cash flows from operating activities KERBFREHReREFHE 80,373 181,841
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Consolidated Statement of Cash Flows
EHELSRER
Year ended 31 December 2017 HE—_ZE—+HF+_A=+—HILFE

2017 2016
—E—tF —T—RF
Notes RMB’000 RMB’000
ih=s ARMT T AREF T
CASH FLOWS FROM INVESTING BRETBHFBEESRE
ACTIVITIES
Interest received BEFE 4,187 6,167
Purchases of items of property, BEWME BMELEREER
plant and equipment (91,985) (22,550)
Proceeds from disposal of items of property, HEWHE MELXEERH
plant and equipment FriS 508 1,833 247
Additions to other intangible assets REEMEBEREE 15 (775) (633)
Proceeds from settlement of financial HEEEERATE ABEDN
assets designated as at fair value SREEMMTEHRIE
through profit or loss 345,362 -
Increase in trust loan receivable FEUR & sE B FRIE N 18 (50,000) (50,000)
Withdrawal of trust loan receivable Ol ERETLTER 50,000 =
Purchases of financial assets designated BEETEATESABEN
as at fair value through profit or loss TREE (225,000) (170,000)
Decrease in pledged deposits B IRFFOR D 7,575 9,195
Additions to pledged deposits GBI T R (16,020) (5,767)
Net cash flows from/(used in) KREEBMRE/ (FA)
investing activities ReREFRE 25,177 (233,341)
CASH FLOWS FROM FINANCING RMETHFERERE
ACTIVITIES
Proceeds from issue of shares BITRID TS RIE 1,013 =
New bank loans FERITER 20,000 =
Capital injection of non-controlling interests ~ JE¥ERS EZS A F & 1,600 5,400
Repayment of bank loans EERITER (5,000) =
Dividends paid SRR ¥ (24,046) (20,471)
Dividend paid to non-controlling interests MR R X AR B (11,000) (4,320)
Interest paid EAFR (766) (1,350)
Net cash flows used in financing activities MEEESFTARES T2 F5E (18,199) (20,741)
NET INCREASE/(DECREASE) INCASH H®R&RHRELZEY
AND CASH EQUIVALENTS #hn, CGRd) FEE 87,351 (72,241)
Cash and cash equivalents FYReARSEFEYD
at beginning of year 67,362 139,487
Effect of foreign exchange rate changes, net  SMEE R & $ha) 52 2558 (1,876) 116
CASH AND CASH EQUIVALENTS FRESRBESESEY
AT END OF YEAR 20 152,837 67,362
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Notes to the Consolidated Financial Statements
S Pt R TG R R B EE

31 December 2017 —ZE—+tF+=-_A=+—H

1.

CORPORATE AND GROUP INFORMATION 1. RAIREEER
Yongsheng Advanced Materials Company Limited (the KXBFMBEAERAR ([RAAR])RZZE—=
“Company”) was incorporated in the Cayman Islands on 19 April FOHA+HARERERS G E(ZE—
2012 as an exempted company with limited liability under the ZEEIA)EHRSHEIMKRIAER %
Companies Law (2010 Revision) of the Cayman Islands. The AR QA AR B A 5 9% =E 5 b ik & Clifton
address of the Company’s registered office is Clifton House, 75 House, 75 Fort Street, PO Box 1350, Grand
Fort Street, PO Box 1350, Grand Cayman KY1-1108, Cayman Cayman KY1-1108, Cayman Islands °
Islands.
The Company and its subsidiaries (collectively, the “Group”) are ARABIREWNBAR (SB[ AEE])EER
principally engaged in the development and manufacture of R ARFEME ([FE])REFHERBER
polyester filament yarns and 3D printing materials, the provision w44 M SDIT ENM L - IR = B R dm A 22
of dyeing services of differentiated polyester filament fabric and EREEKGRGES -
the trading of polyester filament yarns in the People’s Republic of
China (the “PRC").
In the opinion of directors, the holding company and the ultimate FEERE ARAMIZRA B REKRETERA T
holding company of the Company is Ever Thrive Global Limited ABERRRAER AR ([EE]) (—EERB
(“Ever Thrive”), a company incorporated in the British Virgin ErzHES([RBREZES] ) MK IrHZE
Islands (the “BVI”) and controlled by Mr. Li Cheng (the “Controlling W (MEERRE]EFHBHAR]) -
Shareholder”).
Information about subsidiaries MEBARKNER
Particulars of the Company’s subsidiaries are as follows: AABHBARMFBOT
Particulars of
issued and
Place of incorporation/ fully paid Percentage of equity
Name registration and business share capital attributable to the Company Principal activities
BRTRAR
Egd SR/ EMBBRER RAHE NGy R TEER
Direct Indirect
BE B
Yongsheng Advanced Materials (BVI)  Limited liability company incorporated US$1 100 - Investment holding company in
Limited (“Yongsheng BVI") in the BVI Hong Kong
KBFHE (BV) ERAF REBEZHESEMRIHERAR ESD 100 - REBRERELR
([keBvi])
Yongsheng Advanced Materials (HK)  Limited liability company incorporated US$1 = 100 Investment holding company in
Limited (“Yongsheng HK’) in Hong Kong Hong Kong
KEFME (BR)ERDA REBHERRINERA A E - 100 REBRERELR

(Ix&EB])
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Notes to the Consolidated Financial Statements
B Ot IR R MIEE

31 December 2017

—=

—

+tF+=ZA=+—H

CORPORATE AND GROUP INFORMATION 1. QRIEKREBEER (&)

(CONTINUED)

Information about subsidiaries (Continued) MEARNER (&)

Particulars of
issued and
Place of incorporation/ fully paid Percentage of equity
Name registration and business share capital attributable to the Company Principal activities
BRITRAR
£ BB/ EMBSEREY RAFE FAREEESRA L TEXY
Direct Indirect
B G

Hangzhou Huvis Yongsheng Dyeing  Limited liability company incorporated RMB200,000,000 = 100 Provision of dyeing services
and Finishing Company Limited in the PRC inthe PRC
(*Yongsheng Dyeing”)

MMERLKERAEERAR RAREZMKINERRAR A #200,000,0007T - 100 RPERERERE
(IKAEZE])

Hangzhou Huvis Yongsheng Limited liability company incorporated RMB58,000,000 - 70 Development and manufacture
Chemical Fiber Company Limited in the PRC of polyester filament yarns
(*Hangzhou Fiber") inthe PRC

MMERHKRBBRAR REAEFEME NG R A AR %58,000,00070 - 70 RPEREREEK RS
(Mmieg])

Nantong Yongsheng Fiber Advanced  Limited liability company incorporated RMB50,000,000 = 92 Development and manufacture
Materials Company Limited in the PRC of polyester filament yarns
(‘Nantong Fiber”) in the PRC

KT ERA A RAREZMKINERRAR AE#50,000,00070 - %2 RPEREREERERE
(Emss])

Jiangsu Yongsheng 3D Printing Limited liability company incorporated RMB10,000,000 - 60  Development and manufacture
Advanced Materials Company in the PRC of 3D printing materials
Limited (“Yongsheng 3D Printing”) in the PRC

IRKE=RTHFHRBRAT RREEMRINERRF AR 10,000,007 - 60 RPEREREE=4
([KEE=#$TEN]) TR R

Jiangsu Yongsheng High Polymer Limited liability company incorporated RMB10,000,000 - 976  Research and development
Advanced Materials Research in the PRC of high polymer advanced
Institute Company Limited materials in the PRC
(“Yongsheng High Polymer”)

iﬁ%%ﬁﬁ%ﬁﬁﬂﬂ%% R FRE I NERA AR #10,000,0007T - 976 REEHEREESST
BRAR ([XESHTF]) AR
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Notes to the Consolidated Financial Statements
=X S T EL
31 December 2017 —ZE—+H+-HF=+—H

2.1 BASIS OF PREPARATION 21 RPEE

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

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2017.
A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

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

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

(b)  rights arising from other contractual arrangements; and

(c)  the Group’s voting rights and potential voting rights.

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

2.1 BASIS OF PREPARATION (CONTINUED)

Basis of consolidation (Continued)

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

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

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

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

21 RAEE (&)
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R R S 22 il e 25 B0 AR TET M K (i) A W 25 (N R 8 O
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Notes to the Consolidated Financial Statements
=X S T EL
31 December 2017 —ZE—+H+-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES 22 BEEHHERREE

AND DISCLOSURES

The Group applied for the first time certain standards and
amendments, which are effective for annual periods beginning on
or after 1 January 2017. The nature of each revised standard and
amendment is described below:

Amendments to IAS 7 Disclosure Initiative
Amendments to IAS 12 Recognition of Deferred Tax Assets for
Unrealised Losses
Amendments to IFRS 12 Disclosure of Interests in Other
included in Annual Entities: Clarification of the Scope of
Improvements to IFRSs IFRS 12
2014-2016 Cycle

None of the above amendments to IFRSs has had a material
impact on the Group's financial performance and positions for
the period presented in these financial statements. Disclosure
has been made in note 37 to the financial statement upon the
adoption of amendment to IAS 7, which require an entity to provide
disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both
changes arising from cash flows and non-cash changes.
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Notes to the Consolidated Financial Statements

2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING

STANDARDS

The standards and interpretations that are issued, but not yet
effective, up to the date of issuance of the Group’s consolidated
financial statements are disclosed below. The Group intends to
adopt these standards, if applicable, when they become effective.

Amendments to IFRS 2

Amendments to IFRS 4

IFRS 9
Amendments to IFRS 9

Amendments to IFRS 10
and IAS 28 (2011)

IFRS 15

Amendments to IFRS 15
IFRS 16

Amendments to IAS 40
IFRIC-Int 22

IFRIC-Int 23

Annual Improvements
2014-2016 Cycle

Classification and Measurement
of Share-based Payment
Transactions’

Applying IFRS 9 Financial Instruments
with IFRS 4 Insurance Contracts’

Financial Instruments’

Prepayment Features with Negative
Compensation?

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

Revenue from Contracts with
Customers’

Clarifications to IFRS 15 Revenue
from Contracts with Customers’

Leases?

Transfers of Investment Property’

Foreign Currency Transactions and
Advance Consideration’

Uncertainty over Income Tax
Treatments?

Amendments to IFRS 1 and IAS 28’

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H
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Notes to the Consolidated Financial Statements
=X S T EL
31 December 2017 —ZE—+H+-HF=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE 2.3 © MM 1B i R A AT B BR B 1% 3R

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

i Effective for annual periods beginning on or after 1 January

2018

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

£ No mandatory effective date yet determined but available for
adoption

Further information about those IFRSs that are expected to be
applicable to the Group is described below.

Whilst management has performed a detailed assessment of
the estimated impacts of these standards, that assessment is
based on the information currently available to the Group. The
actual impacts upon adoption could be different to those below,
depending on additional reasonable and supportable information
being made available to the Group at the time of applying the
standards.

In September 2014, the IASB issued the final version of IFRS 9,
bringing together all phases of the financial instruments project to
replace IAS 39 and all previous versions of IFRS 9. The standard
introduces new requirements for classification and measurement,
impairment and hedge accounting. The Group expects to adopt
IFRS 9 from 1 January 2018. During 2017, the Group performed a
high-level assessment of the impact of the adoption of IFRS 9. This
preliminary assessment is based on currently available information
and may be subject to changes arising from further detailed
analyses or additional reasonable and supportable information
being made available to the Group in the future. The expected
impacts arising from the adoption of IFRS 9 are summarised as
follows:

(a) Classification and measurement

The Group does not expect that the adoption of IFRS
9 will have a significant impact on the classification and
measurement of its financial assets. It expects to continue
measuring at fair value all financial assets currently held at fair
value.
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Notes to the Consolidated Financial Statements

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

(b)

Impairment

IFRS 9 requires an impairment on debt instruments
recorded at amortised cost or at fair value through
other comprehensive income, lease receivables, loan
commitments and financial guarantee contracts that are
not accounted for at fair value through profit or loss under
IFRS 9, to be recorded based on an expected credit loss
model either on a twelve-month basis or a lifetime basis.
The Group will apply the simplified approach and record
lifetime expected losses that are estimated based on the
present values of all cash shortfalls over the remaining life of
all of its trade receivables. Furthermore, the Group will apply
the general approach for its other receivables and amount
due from related parties. Under general approach, the
Group recognizes a loss allowance based on either twelve-
month expected credit losses or lifetime expected credit
losses, depending on whether there has been a significant
increase in credit risk since initial recognition. The Group
does not expect any significant changes in the provision for
impairment upon the initial adoption of the standard.

31 December 2017

B Ot SRR M EE
—T—+F+=A=+—H

2.3 B MM 5 R A AT B BR B 75 4R
HEA (&)

[= R el

(b)

e

B B 15 3R 5 RSB OSR IR E - LA S AX
AFERAFEFAAEMBEEBANER
TR HERWHIR  BEUAGHE &I IR
BERMBREEINESRIEAAEBEA
BamPBERAONIRKE AR+
BAEELREAFHELENABREER
BREENAR  AREHEABLTE
W AR T A 2 E 5 B UGRIR S T F 1
WH AR ZRIRE M G50 A 5
FHEHEBAR N NEBFHE
1t JE A AR T DA % JE W B 5 JT SR IR R A —
RITE - RIB—RITE AEER+ @
ABBEEREXAIERFHENREER
ERERIERBERE EARTE ERE
REREERREDEAEIEMN AEE
BHRERRBENRBREREE TS
HIREMERES -

ABEMRERAT c017ER 89



Notes to the Consolidated Financial Statements
=X s T EL
31 December 2017 —ZE—+H+-HF=+—H

2.3 ISSUED BUT NOT YET EFFECTIVE 2.3 © MM 1B = R A AT B BR B 1% 3R

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

IFRS 15, issued in July 2014, establishes a new five-step model
to account for revenue arising from contracts with customers.
Under IFRS 15, revenue is recognised at an amount that reflects
the consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer. The
principles in IFRS 15 provide a more structured approach for
measuring and recognising revenue. The standard also introduces
extensive qualitative and quantitative disclosure requirements,
including disaggregation of total revenue, information about
performance obligations, changes in contract asset and liability
account balances between periods and key judgements and
estimates. The standard will supersede all current revenue
recognition requirements under IFRSs. Either a full retrospective
application or a modified retrospective adoption is required on the
initial application of the standard. In June 2016, the IASB issued
amendments to IFRS 15 to address the implementation issues
on identifying performance obligations, application guidance on
principal versus agent and licences of intellectual property, and
transition. The amendments are also intended to help ensure a
more consistent application when entities adopt IFRS 15 and
decrease the cost and complexity of applying the standard. The
Group plans to adopt the transitional provisions in IFRS 15 to
recognise the cumulative effect of initial adoption as an adjustment
to the opening balance of retained earnings at 1 January 2018.
In addition, the Group plans to apply the new requirements only
to contracts that are not completed before 1 January 2018.
During 2017, the Group has performed a preliminary assessment
on the impact of the adoption of IFRS 15 and expected that the
transitional adjustment to be made on 1 January 2018 upon initial
adoption of IFRS 15 will not be material. Moreover, the expected
changes in accounting policies will not have a material impact on
the Group’s financial statements from 2018 onwards.

90 Yongsheng Advanced Materials Company Limited Annual Report 2017

HEA (&)

[= R aalP 2

BB R E LR E1SHNR T —MFLA
M BT —EHFNELSER UHEREFE
#Mres o IR IR B R B 75 3RS RSB 1657 - et
RERREBENRATFEBEZEMAIRGIE
RMARESHREDRER - BRM KR
SFEAEISRHRBNAFTERERRERHEE
IAEBIEE TR - X ERITR S| AEIZE MR
TEWRERTE BRERIOWURAEE BRET
BYEE TRHHNANEERABRES
PR B AR T B A RSB R - ZER
7% R B R B 75 ¥ o5 A R TR TS P G BB U et
RRTE - RRERZERNR  AiRTBEW
FTARMASTMERTEP T XRA - —F—RERX
A BRESFENESeRHBERMEREE
AIFB15SRHERT - MEBRMZE N TR E i
RE BEENEOREE TEAEREAR
HBERFAI AN EMAES AREAIRS
BB - X HER] T 1 B FE AR B BE X R A
PR B 75 R 5 YR IS5 165% B B2 BB o0 — BUb FE B
KR KERAREMKARREFRENE - AEE
AHEI R BIFR B 5 S R F165% BRI
R AERNARANRFEE XH_-F
—NE-A—BZHMNRBEFELFE 1
v REBEGEEENR _Z-N\E—-A—HA
AT ZENERZEFIRE- R _FT—+
FAREERRABRM B REERF155%
VREETVSHEAEAR - N\F—H
— RRMBIFR M B RS ERF15RRIFL 2B
BB BEL BRI St BRNTAF &
Prefit@y T\ FENIBERERE
EERTE-



Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES
Business combinations and goodwiill

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

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

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

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

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

Business combinations and goodwill
(Continued)

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

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Fair value measurement

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

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

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

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

Level 1 - based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either directly
or indirectly

Level 3 - based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Fair value measurement (Continued)

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

Impairment of non-financial assets

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

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

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

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Related parties

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

(@)

or

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

U

(i)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

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

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

(i)

(v)

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

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

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

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

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

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

a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); and
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Notes to the Consolidated Financial Statements
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Related parties (Continued)
(b)  (Continued)

(viii)  the entity, or any member of a group of which it is a
part, provides key management personnel services to
the Group or to the parent of the Group.

Property, plant and equipment and
depreciation

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

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

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

Buildings 2.25% t0 2.5%
Plant and machinery 6.4% to 9%
Vehicles 18% t0 22.5%
Office equipment, leasehold

improvement and others 18% to 45%
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and
depreciation (Continued)

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

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

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

Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial
recognition at cost. The cost of intangible assets acquired in a
business combination is the fair value at the date of acquisition.
The useful lives of intangible assets are assessed to be either finite
or indefinite. Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed for
impairment whenever there is an indication that the intangible asset
may be impaired. The amortisation period and the amortisation
method for an intangible asset with a finite useful life are reviewed
at least at each financial year end.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Intangible assets (other than goodwill)
(Continued)

Technical know-how

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

Computer software

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

Sewage pipe usage right

Acquired sewage pipe usage right is shown at historical cost and
is capitalised on the basis of the cost incurred to acquire the usage
right. The costs are amortised over the contractual lives of 20
years.

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does
not meet these criteria is expensed when incurred.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBEME (&)
ACCOUNTING POLICIES (CONTINUED)
Leases HE
Leases that transfer substantially all the rewards and risks of HBREEMAE CETEERIN NBRBD
ownership of assets to the Group, other than legal title, are Bl Kk ERE T AEENEEFEFRERS -/
accounted for as finance leases. At the inception of a finance lease, EHERGBN HELERAZRZERSHIA
the cost of the leased asset is capitalised at the present value BEREFER  WEER (F 2RI — 65
of the minimum lease payments and recorded together with the RURMBE RBERR BEEA L ER
obligation, excluding the interest element, to reflect the purchase ERBEMEETAYE BMERRH WLE
and financing. Assets held under capitalised finance leases are ERBEGG A FERERME R RE AR
included in property, plant and equipment, and depreciated over E-ZSHENRERAG BT UE
the shorter of the lease terms and the estimated useful lives of the ATEHBARNNESRER.

assets. The finance costs of such leases are charged to profit or
loss so as to provide a constant periodic rate of charge over the

lease terms.

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

Leases where substantially all the rewards and risks of ownership MEEFRMBREMNBARESEHRERBDHA DA
of assets remain with the lessor are accounted for as operating ANEE BIHAENECEHENR - MAEE A
leases. Where the Group is the lessee, rentals payable under EBEA BELEHERSHES (NBR LA
operating leases net of any incentives received from the lessor are AETFHOEMANER) ZEEHRUNEREEE
charged to profit or loss on the straight-line basis over the lease R

terms.

Prepaid land lease payments under operating leases are initially R E I IR L R & SRIB YRR K AT
stated at cost and subsequently recognised on the straight-line R BREHERUEREER

basis over the lease terms.

Investments and other financial assets RERHMEMEE

Initial recognition and measurement AN ERARTE

Financial assets are classified, at initial recognition, as financial CREERVTHARBEAEALEFAE
assets designated as at fair value through profit or loss and HHEMEENRERREYGIE (WER) °
loans and receivables as appropriate. When financial assets are EMEEVIERR EAFENKESRE
recognised initially, they are measured at fair value plus transaction ERGEXGKATE HERATFEGFABRA
costs that are attributable to the acquisition of the financial assets, SEEERI

except in the case of financial assets recorded at fair value through
profit or loss.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets
(Continued)

Initial recognition and measurement (Continued)

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

Subsequent measurement

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

Financial assets at fair value through profit or loss

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

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

Financial assets designated upon initial recognition as at fair value

through profit or loss are designated at the date of initial recognition
and only if the criteria in IAS 39 are satisfied.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHBEME (&)
ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets RERHMWERMEE (8)
(Continued)
Loans and receivables ERRERE
Loans and receivables are non-derivative financial assets with ERREYFIBEREEEE K EE MR (RE
fixed or determinable payments that are not quoted in an active BHS EWERE) NIETESREE - RY$
market. After initial measurement, such assets are subsequently FER ZEEERBERABERMEEEE
measured at amortised cost using the effective interest rate AR AT (AR B R = o 5 8 8 SH R AR -
method less any allowance for impairment. Amortised cost is EZEBEBEEENEMTESRE  BBEER
calculated by taking into account any discount or premium on ERFEEZANEB OO BRI - BEREFI=H
acquisition and includes fees or costs that are an integral part of BT AIBE R EAM R AR R E AU A
the effective interest rate. The effective interest rate amortisation klim - mEEENEBEENERREMEEK
is included in other income and gains in the statement of profit ARPERRBERNRE KA R EBRIENH
or loss and other comprehensive income. The loss arising from U A R e 5 R o

impairment is recognised in the statement of profit or loss and
other comprehensive income in finance costs for loans and in other
income and gains, net for receivables.

Derecognition of financial assets RIEBRATREE

A financial asset (or, where applicable, a part of a financial asset or cmMEE (K (WER) emEEN —Bok—
part of a group of similar financial assets) is primarily derecognised HEESREEN— X)) EEZRTIERLT
(i.e., removed from the Group’s consolidated statement of financial mIEER (AR EEEHHBIRARER)

position) when:

e therights to receive cash flows from the asset have expired; o HEERDBRERENEND B 3
or

. the Group has transferred its rights to receive cash flows . REBEDRE [BF] THEEREERK
from the asset or has assumed an obligation to pay the BESRENERN RKEFRERE=ZH
received cash flows in full without material delay to a third BMEALERBIMNABESRENE
party under a “pass-through” arrangement; and either (a) the F:R@QFAEBECEHZEENBASD
Group has transferred substantially all the risks and rewards BB % 81 7R 2k (o) 2N 5 [ 3 oK 8 oE o AR
of the asset, or (b) the Group has neither transferred nor BEENBAIBRER KEH BB
retained substantially all the risks and rewards of the asset, EEERESIRE-

but has transferred control of the asset.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBERBE (F)

ACCOUNTING POLICIES (CONTINUED)
Derecognition of financial assets (Continued)

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

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

Impairment of financial assets

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

1 02 Yongsheng Advanced Materials Company Limited Annual Report 2017

RIEBITHMEE (F)

MASBCHERNEERIRSRENEN K
aT_Lﬂiz(TJF'E'JaHEW*ﬁT% BEMBEN
a0 = 3R K2 (R B ﬁf 1 745 5= [ 3 4 88 SR
% BEMBRIE AR EER  TEEEE
I - $EIL/{$‘§@%5/,\$£J*7%KE
BEMATEREE-EZBARAT AKETT
REFEE CEREERARAGBRER

RAKEAMREENREETNEEFE -

HRUAERTZAHCEREELETHORESR
B EERKRAERANEBAS 2, BEENRE
ERMERNBIEETE -

ETREERIE

AEBREREHRIEEERFERBTRE
ARSI HEREELBRERE HWREE
FHARBBAN—IRRSREMH YA A
MemEEN —HeRMEENRBITRRRERR
ERXE RIFEBREELRE - BETRAE
BREEBAR-AEBABEAMBRE &
RMBEAS N AT ERETH MU
B ARABEBERTERARRERE
A B AT A E - 40 B 3E R A B A R RS AR B
AR B o



Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

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

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

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

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

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

Impairment of financial assets (Continued)
Assets carried at cost

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

Financial liabilities
Initial recognition and measurement

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

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

The Group’s financial liabilities include trade and bill payables, other
payables and accruals, amounts due to a related party and bank
and other borrowings.

Subsequent measurement

The subsequent measurement of loans and borrowings is as
follows:

Loans and borrowings

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Impairment of financial assets (Continued)
Loans and borrowings (Continued)

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

Derecognition of financial liabilities

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

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

Offsetting of financial instruments

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

Inventories

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

Cash and cash equivalents

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

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

Provisions

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

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

Income tax

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Income tax (Continued)

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

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

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

o in respect of taxable temporary differences associated with
investments in subsidiaries, when the timing of the reversal
of the temporary differences can be controlled and it is
probable that the temporary differences will not reverse in the
foreseeable future.

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

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

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

Income tax (Continued)

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

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

Deferred tax assets and deferred tax liabilities are offset if and only
if the Group has a legally enforceable right to set off current tax
assets and current tax liabilities and the deferred tax assets and
deferred tax liabilities relate to income taxes levied by the same
taxation authority on either the same taxable entity or different
taxable entities which intend either to settle current tax liabilities
and assets on a net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be
settled or recovered.

Government grants

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Revenue recognition

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

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

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

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

(d) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly discounts
the estimated future cash receipts over the expected
life of the financial instrument or a shorter period, when
appropriate, to the net carrying amount of the financial asset.

Share-based payments

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

The cost of equity-settled transactions with employees for grants
is measured by reference to the fair value at the date at which they
are granted. The fair value is determined by an external valuer using
a binomial model, further details of which are given in note 27 to the
financial statements.
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2.4 SUMMARY OF SIGNIFICANT 24 FESTBERBE (F)

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

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

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

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

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

2.4 SUMMARY OF SIGNIFICANT

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

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

The dilutive effect of outstanding options is reflected as additional
share dilution in the computation of earnings per share.

Other employee benefits
Pension schemes

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

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

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

Borrowing costs

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

Dividends

Final dividends are recognised as a liability when they are approved
by the shareholders in a general meeting. Proposed final dividends
are disclosed in the notes to the financial statements.

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

Foreign currencies

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)

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

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

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

For the purpose of the consolidated statements of cash flows,
the cash flows of overseas subsidiaries are translated into RMB
at the exchange rates ruling at the dates of the cash flows.
Frequently recurring cash flows of overseas companies which
arise throughout the year are translated into RMB at the weighted
average exchange rates for the year.
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31 December 2017 —=ZF—

3.

tHE+-_A=1+—H

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

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

Judgement

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

Withholding tax arising from the distribution of dividends

The Group’s determination, as to whether to accrue withholding
taxes arising from the distributions of dividends by certain
subsidiaries according to the relevant tax rules enacted in the
jurisdictions, is subject to judgement on the plan of the distribution
of dividends. At 31 December 2017, the carrying value of deferred
tax liabilities relating to withholding tax was approximately
RMB12,786,000(2016: RMB8,685,000).

Estimation uncertainty

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

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(CONTINUED)

Estimation uncertainty (Continued)
Impairment of trade and other receivables

Impairment of trade and other receivables is made based on an
assessment of the recoverability of trade and other receivables.
The identification of impairment requires management’s judgments
and estimates. Where the actual outcome is different from the
original estimate, such differences will impact on the carrying
values of the trade and other receivables and the impairment
loss over the period in which such estimate has been changed.
At 31 December 2017, the provision for impairment of trade
and other receivables was approximately RMB1,232,000 (2016:
RMB1,293,000).

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in
the ordinary course of business less estimated selling expenses.
These estimates are based on the current market condition and the
historical experience of selling products of a similar nature. It could
change significantly as a result of changes in market conditions.
Management reassesses these estimates at each reporting date.
At 31 December 2017, the net carrying value of inventories was
approximately RMB93,175,000 (2016: RMB47,593,000).
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4. OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business
units based on their products and services and has three
reportable operating segments as follows:

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

— Processing: Dyeing and processing of differentiated
polyester filament fabric;

- Trading: Trading of polyester filament yarns.

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

Segment assets exclude corporate cash and deferred tax assets
as these assets are managed on a group basis.

Segment liabilities exclude corporate accruals, payroll payable,
deferred tax liabilities and income tax payable as these liabilities are
managed on a group basis.

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

No further geographical segment information is presented as the
Group’s revenue from external customers is derived mainly from its
operation in Mainland China and no non-current assets are located
outside Mainland China.
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OPERATING SEGMENT INFORMATION 4, RBEFIER (HF)
(CONTINUED)
Operating segments S
Year ended 31 December 2017
BE-_E—tF+t-A=t-HLEE
Production Processing Trading Total
EE mI g5 @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR®Tx AR¥®TRT ARETxR
Segment revenue 2
Sales to external customers HETHRRRE 417,845 204,132 25,834 647,811
Revenue Wezs 647,811
Segment results DEEE 38,042 72,420 7,098 117,560
Reconcilations: #HE
Corporate and other unallocated expenses AR REMF AT (1,632)
Interest income FSHWA 5,635
Finance costs BERK (766)
Profit before tax BREATR A 120,797
Segment assets SBEE 469,137 461,576 = 930,713
Reconcilations: #EE:
Corporate and other unallocated assets ARAIREM KA BEE 26,061
Elimination of intersegment receivables B BEMEKRIE (155,824)
Total assets BEE 800,950
Segment liabilities FHEE 116,884 240,561 - 357,445
Reconciliations: #E:
Corporate and other unallocated liabilities ARAREMR DB EE 34,472
Elimination of intersegment payables HH D WA R A (155,824)
Total liabilties BEE 236,093
Other segment information HittaBEH
Depreciation and amortisation MEREHE 9,763 7,967 - 17,730
Write-down of inventories to their FEMREZEETERFE
net realisable value 1,671 - - 1,671
Impairment of trade receivables 2 SENGERE 288 - - 288
Capital expenditure* BARX 66,751 5,492 - 72,243

*

Capital expenditure consists of additions to property, plant and

equipment and other intangible assets.

* BARXBRERNEDE BEMRBARE

BV EE-

KEFMEIER AT 2017F 3K
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4. OPERATING SEGMENT INFORMATION 4, REFHER (&)
(CONTINUED)

Operating segments (Continued)

REDE (&)

Year ended 31 December 2016
BE-Z-AE+t-_A=t-HIEE

Production Processing Trading Total
EE mT B5 Bt
RMB’'000 RMB’000 RMB'000 RMB’'000
ARETT ARETT AR®FTR ARETR
Segment revenue Uz
Sales to external customers* BETIARP 377,469 175,781 27,401 580,651
Revenue Yezs 580,651
Segment results ABEE 57,085 55,352 682 113,119
Reconcilations: #E -
Corporate and other unallocated expenses AR REMR SRR X (6,780)
Interest income MEBA 5,293
Finance costs BEKA (1,350)
Profit before tax BB AT R 110,282
Segment assets ABEE 336,614 394,224 = 730,838
Reconciliations: #k -
Corporate and other unallocated assets ARAIREM R DB EE 40,110
Elimination of intersegment receivables 7 R IR (98,116)
Total assets BEE 672,832
Segment liabilities SBEE 122,970 149,745 = 272,715
Reconciliations: #k -
Corporate and other unallocated liabilties ARAIREM RSB AR 1,020
Elimination of intersegment payables B3 SRR RE (98,116)
Total liabilties HaE 175,619
Other segment information Hin A HER
Depreciation and amortisation nEREH 9,426 7,403 = 16,829
Reversal of provision for impairment of W FERERERE
receivables (57) - - (57)
Capital expenditure* BARZ 17,276 7,562 = 24,838

*

equipment and intangible assets.

No revenue from transactions with a single external customer

Capital expenditure consists of additions to property, plant and

amounted to 10% or more of the Group’s revenue.
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SO I IRR M
31 December 2017 —ZE—+F&+=-_HA=+—H
REVENUE, OTHER INCOME AND GAINS 5. WA HM AR K=
Revenue represents the net invoiced value of services provided WAERFANBKEREREZITNEER B
and goods sold, after allowances for returns and trade discounts RERBERELHEEMNERFE
during the year.
An analysis of revenue, other income and gains is as follows: WA M A RS
2017 2016
—ZE—tF —T-RF
RMB’000 RMB’000
AR¥F T ARBTT
Revenue ' ON
Production FE 417,845 377,469
Processing T 204,132 175,781
Trading g5 25,834 27,401
647,811 580,651
Other income and gains, net HE A R = F 5
Bank and other interest income R1T R E AL F BULA 5,635 5,293
Fair value gains on financial assets designated 8§ & A EFT ABEA &
as at fair value through profit or loss BEEMNQNFERE 7,111 6,444
Rental income WA 617 570
Government grants BT & B 2,773 1,996
Foreign exchange differences, net PENZZ T (889) (509)
Others HAh 276 (571)
15,523 13,223
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6. PROFIT BEFORE TAX 6. BRBLANZF
The Group’s profit before tax is arrived at after charging/(crediting): N B B B AT s A AR (FEA) A& 18
[ESCE
2017 2016
Bt ZE—RF
Notes RMB’000 RMB’000
BT 5T AR®T R ARBTT
Cost of inventories sold BEERFEMAR 356,488 318,449
Cost of services provided ERERB R B 111,204 94,997
Depreciation * e 13 15,686 14,949
Amortisation of other intangible assets * H b & 2 & 7= & 35~ 15 1,230 1,066
Amortisation of prepaid land lease TEAT & b 10 & FRIE 8 14
payments * 814 814
Impairment of trade receivables B 5 EWIERE 288 =
Reversal of provision for impairment of £ fth i Uy 7 T8k B 1 [a] 5 15
other receivables - (57)
White-down of inventories to their net & U 2= H AT & 1R FE
realisable value 1,671 -
Minimum lease payments under KEHENREBEENK
operating leases
— Office rental VN S 498 251
Auditors’ remuneration 1% £ R % B 950 950
Employee benefit expense EERANAXZ (BEES LK
(including directors’ and chief SITBABEM) *
executive’s remuneration) *:
Wages and salaries TENES 66,910 54,426
Pension scheme contributions RSB (EREER
(defined contribution schemes) &) 5,358 4134
Equity-settled share option [ig e it E BB 2 Bk 27
arrangements 3,503 7,825
Research and development costs I 2% A A 22,995 15,436
Foreign exchange differences, net e N ZFHFE 889 509
Fair value gains, net: N EWRFEE
Financial assets designated as at EERBEATEFABED
fair value through profit or loss TREE (7,111) (6,444)
Bank and other interest income RIT R E AT BHA (5,635) (5,293)
Loss on disposal of items of property,  HEWE - FE MR ETEE &
plant and equipment B 264 408
* Part of the depreciation, the amortisation of other intangible * AEEWE HthERLEESYE BN LM
assets and prepaid land lease payments and employee HEREHRERESRNAIN 2B
benefit expense for the year are included in “Cost of sales” AG B REM2ERARAN [HHEX
in the consolidated statement of profit or loss and other ] o

comprehensive income.
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FINANCE COSTS 7. BERKA
An analysis of finance costs is as follows: BB AR DHTEIAT -
2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR¥T T AREF T
Interest on bank loans, RITER B REMERFE
overdrafts and other loans 766 1,350

DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERBESITHAEHM

REMUNERATION
Directors and chief executives’ remuneration for the year, disclosed EERERTBRABRFTFANEMNRIE TR
pursuant to the Listing Rules, section 383(1)(@), (b), (c) and (f) of the Al BB (2 aEB) 5383(1)(@) - (b)* (c) & (M
Hong Kong Companies Ordinance and Part 2 of the Companies BCREARR (RBESM=ER) BRI F250
(Disclosure of Information about Benefits of Directors) Regulation, WEWNT :
is as follows:
2017 2016
Bt —E—RF
RMB’000 RMB’000
AR¥T R AREFT
Fee we 634 627
Other emoluments: HEme
Salaries, allowances and benefits in kind e R REYWET 1,589 1,491
Performance related bonuses R A AT 5,611 3,976
Pension scheme contributions BIRE BN 94 90
Equity-settled share option arrangements RS E BREZ S 1,549 3,434
9,477 9,618
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8.
REMUNERATION (CONTINUED)

In the prior years, certain directors were granted share options,
in respect of their services to the Group, under the share option
scheme of the Company, further details of which are set out in note
27 1o the financial statements. The fair value of such options, which
has been recognised in the statement of profit or loss and other
comprehensive income over the vesting period, was determined
as at the date of grant and the amount included in the financial
statements for the current year is included in the above directors’
and chief executive’s remuneration disclosures.

(@) Independent non-executive directors

The fees paid to independent non-executive directors during

EERESTTRAESHM (F)

BEFE BEAQATGERES S ETE
9t AR IR (A IR T AR A i —
SRERR IS REN 27 - WA 2
TERBHANER DRBERNENRE
RERARER  MRALFEHBRED
SHOBR EXEFRESTRABFHOH
AR -

() BYFHTES

FR MBIFRATEENNBESM

the year were as follows: S E
2017 2016
—ZE—tHF A
RMB’000 RMB’000
ARBT T AREFT
Mr. Shiping James Wang FittF s 87 86
Mr. Wong Wai Ling HERXT 112 111
Mr. Wang Huaping FEFEE 87 86
286 283

There were no other emoluments payable to the
independent non-executive directors during the year (2016:
Nil).
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S

REMUNERATION (CONTINUED)

(b) Executive directors and non-executive

B O R R M

31 December 2017 —Z—+&F+-A=+—H

8. EERBRSTHRAEHM (&)

(b) BITESMHEHITES

directors
2017 —E—t#F
Salaries,
allowances  Performance Pension Equity-settled
and benefits related scheme  share option
Name of Directors Fees in kind bonuses contributions arrangements Total
¥ 2ER WEEN  RAREHE RELEE
BEspg e ENER PN 3% REZH Eh)
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARBTrn AREBTR ARETR ARETR AR%Trn
Executive directors; HiTES:
Mr. Li Cheng FHRA 87 831 1,219 16 - 2,153
M. Zhao Jidong HERLE 87 457 2,200 39 903 3,686
Mr. Li Conghua THELE 87 - - - - 87
Mr. Ma Qinghai SEEEE 87 301 2,192 39 646 3,265
348 1,589 5,611 % 1,549 9,191
Independent non-executive directors BuknngEs:
Mr. Shiping James Wang FFE4E 87 - - - - 87
Mr. Wong Wai Ling EERAL 112 - - - - 112
Mr. Wang Huaping TEVEE 87 - - - - 87
286 - - - - 286
634 1,589 5,611 % 1,549 9,477
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (CONTINUED)

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

8. EERBRSTHRAEHM (&)

(b) MTESEMHATES (K)

2016 —B-XRF
Salaries,
allowances  Performance Pension  Equity-settled
and benefits related scheme  share option
Name of Directors Fees inkind bonuses  contrioutions  arrangements Total
B 2R REEX Rike i o
EEiA wne ENET el BE O 3 &3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETT ARETR ARETR AR%TR
Executive directors; BiTES:
Mr. Li Cheng EXhitd 86 733 930 20 - 1,769
Mr. Zhao Jidong HERERE 86 457 1,330 3% 2,109 4017
Mr. Li Conghua THELE 86 - - - - 86
Mr. Ma Qinghai SEEEE 86 301 1,716 3 1,325 3463
344 1,491 3976 0 3434 9,335
Independent non-executive diectors B IFHITEE:
Mr. Shiping James Wang FFE4E 86 - - - - 86
Mr. Wong Wai Ling EERAL 11 - - - = M
Mr. Wang Huaping TEVEE 86 - - - - 86
283 - - - - 283
627 1,491 3,976 0 3434 9,618

There was no arrangement under which a director or the
chief executive waived or agreed to waive any remuneration
during the year.
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FIVE HIGHEST PAID EMPLOYEES 9. HEEBREHFMES

The five highest paid employees during the year included 3 FR AR MEERBRE =RV TES
executive directors (2016 3 executive directors), details of (ZE—RF ZBRTES) FENEHINF
whose remuneration are set out in note 8 above. Detalils of the BHR EXHES 2 TMB (ZE—NF M
remuneration for the year of the remaining 2 (2016: 2) highest paid BT HMES (YIERRREFTHERIT
employees who are neither a director nor chief executive of the BAB)RFEANTMFERT

Company are as follows:

2017 2016
—E L —T—REF
RMB’000 RMB’000
AR¥T T AREFIT
Salaries, allowances and benefits in kind e RMEREYEA 618 501
Performance related bonuses HRESIET 1,760 1,684
Pension scheme contributions RIKEFTEIHE R 22 47
Equity-settled share option arrangements & e 45 BB AR A 2 Bk 255 1,854
2,655 4,086
The number of non-director and non-chief executive highest paid FHMN T TS BERRZESHIEESITRAE
employees whose remuneration fell within the following bands is as MExmEMES ASHT:
follows:
2017 2016
—E—tF ZT-RF
Nil to HK$1,000,000 4 2= 1,000,0007% 7T - -
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T & 1,500,000/ 7T 2 -
HK$1,500,001 to HK$2,000,000 1,500,0017% 7T £2,000,000/%8 7T - -
HK$2,000,001 to HK$2,500,000 2,000,001 7T 22,500,000/ 7T - 1
HK$2,500,001 to HK$3,000,000 2,500,0017% 7T 23,000,000/ 7T - d
2 2
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31 December 2017

o.

10.

—T—+tF+=-A=+—H

FIVE HIGHEST PAID EMPLOYEES
(CONTINUED)

In prior years, share options were granted to two non-director
highest paid employees in respect of their services to the Group,
further details of which are included in the disclosures in note 27
to the financial statements. The fair value of such options, which
has been recognised in the statement of profit or loss and other
comprehensive income over the vesting period, was determined
as at the date of grant and the amount included in the financial
statements for the current year is included in the above non-
director highest paid employees’ remuneration disclosures.

INCOME TAX EXPENSE

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

All of the Group’s subsidiaries incorporated in Hong Kong are
subject to profits tax at a rate of 16.5%(2016:16.5%).

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

Pursuant to the relevant laws and regulations in the PRC and with
approval from the tax authorities in charge, two of the Group’s
subsidiaries, Yongsheng Dyeing and Nantong Fiber, qualified
as High and New Technology Enterprises, are entitled to the
preferential enterprise income tax rate of 15% for three years from
2015 to 2017.

1 26 Yongsheng Advanced Materials Company Limited Annual Report 2017

10.

TEmREFHNES (F)

RBEEE MEFEFRSFMERSAY
AEBRBUORBESBRE & — SHER
RETS MR M TE27 2 AR - RSB RAERY
ATEREHEBET CRBBERERR
Hib 2 EMARER  TRRAEERERE
MEEEBA EXIEE TR S HEIES 56
BB AR -

FriEHip

RERSHERRBRELZHENERRR IR
R AEERBEARFESHERRBRZEEH
MAERI PSR o

REBEFRBEEBTMK M B ARIIER
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10. INCOME TAX EXPENSE (CONTINUED)

Pursuant to the relevant laws and regulations in the PRC and with
approval from the tax authorities in charge, one of the Group’s
subsidiaries, Hangzhou Fiber, qualified as a High and New
Technology Enterprise, was entitled to the preferential enterprise
income tax rate of 15% for three years from 2017 to 2019.

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on the dividends declared to foreign
investors from the foreign investment enterprises established in
the PRC. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding
tax rate may be applied if there is a tax treaty between the PRC
and the jurisdiction of the foreign investors. The Group is therefore
liable to 5% withholding taxes on dividends distributed by those
subsidiaries established in the PRC in respect of their earnings
generated from 1 January 2008. The aggregate amount of
temporary differences associated with investments in subsidiaries
in Mainland China for which deferred tax liabilities have not
been recognised totaled approximately RMB96,720,000 at 31
December 2017 (2016: RMB96,720,000). In the opinion of the
directors, it is not probable that these subsidiaries will distribute
such earnings in the foreseeable future.

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

10. FREiBAsT (M)

REFPEBBEZIERAREAEREH
Mt AEEESD —HMBRAMMEES
BERRARHRNEE AR _F—1tF=
—E-NF=FREH15%NEBLEMSH

%o

BEFPERCEMSHRE EPEAKIOIINE
TEREBINEEET KR EBEHBMI0%BE
MK -BERATHR_TTNF—A—BELE
BoBEARZEELF+_A=+—HENEA
Flof P BB GINEEENREERITEM
B BT EARENENH R - AEE
EAmBrIae B S EFRREK LM B AR
BT )\FE— A — BEBREWN AR %
A% BB 5% BIFH -R=ZT—+tF+=A
—T—B EERBEEYRBERARNS
MPBERMHBAREENEREZES LY
B ARY6,720,000L (ZE—RNF: AR
96,720,00070) ~EERAZSEHWEB R AR
BARRETEDRZSZAEF -
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10. FIEHMAX (&)

HE T +EN T XRFE+-_A=+—H
LHFE - EHAINEZAKRII DT :

10. INCOME TAX EXPENSE (CONTINUED)

The major components of income tax expense for the years ended
31 December 2017 and 2016 are:

2017 2016

—E—tF —E—RF

RMB’000 RMB’000

AR¥T T ARET T

Current tax BIEARS 1B 19,332 19,961
Deferred tax EREFE I8 3,015 1,750
Total tax charge for the year FAHBEL B 22,347 21,711

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

Company and its subsidiaries are domiciled:

MU I8 B 32 B & A M SR IA R 2w R B 8 A R
PrEBRAEAERXNHRLT

2017 2016
—E—tF ZT-RF
RMB’000 RMB’000
AR¥F T ARETT
Profit before tax R 75 BT A 120,797 110,282
Tax calculated at statutory tax rate of P BAE B R (25%)
the PRC (25%) STEMTIE 30,199 27,571
Effect of difference for HEEBMEHEEZE2NZE
Hong Kong income tax rate 362 628
Effect of preferential enterprise income tax rate EEMDEMBR RN T E (12,195) (12,337)
Expenses not deductible for tax AT 03 A 2 1,594 2,873
Effect of withholding tax at 5% on the RASEHTEMBEATZ
distributable profits of the Group’s Al K= FI5%aT EIEIF 2
PRC subsidiaries we 4,101 4,629
Additional deduction of research and T 32 B AN B B AN RR
development cost (1,714) (1,653)
Tax at the effective income tax rate 18.5% BREBRMFHE185%
(2016: 19.7%) (ZE—RNF:19.7%)
STERIE 22,347 21,711

1 28 Yongsheng Advanced Materials Company Limited Annual Report 2017



11.

12.

Notes to the Consolidated Financial Statements

Bt RR M
31 December 2017 —E—+F+=-HF=+—H
DIVIDENDS 11. KE
2017 2016
—ZE—tF AN
RMB’000 RMB’000
AR¥T R ARETT
Interim — HK$0.035 (equivalent to HE — T AR I B AR0.035 T
RMBO0.0297) (2016: HK$0.03 (HHER AR®0.02977T)
(equivalent to RMB0.02576)) (ZZE—XRF:003%8T
per ordinary share (g N ARB0.025767T) ) 11,895 10,305
Proposed final — HK$0.045 (equivalent to R R Bl — B AR M AR0.045% T
RMBO0.0362) (2016: HK$0.035 (equivalentto (B 7 A R #0.03627T)
RMB0.0310)) per ordinary share (ZZE—RF:0.035%8 T
(HBE R AR0.03107T) 14,514 12,411
26,409 22,716

The proposed final dividend for the year is subject to the approval
of the Company’s shareholders at the forthcoming annual general
meeting.

EARNINGS PER SHARE ATTRIBUTABLE
TO SHAREHOLDERS OF THE COMPANY

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

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

12.

FRERRAREALARABRRRERERR
BERGHE-

KAARRELEEREF

BREABNSBIRARBRIREF AL
MERAFAE BT ERERNMETFHHFE-

BREERN SR IVIZA QB RRESGEFN -
BRAFEADETEBROMEFHHR (ARG
HEREARBNMRAE) BN LERBIESRE
BEEELTBRTERLBARMERITNER
BeEy ot F#EE -
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12. EARNINGS PER SHARE ATTRIBUTABLE 12. ZRARRELEEREFR (&)
TO SHAREHOLDERS OF THE COMPANY

(CONTINUED)
The following reflects the income and share data used in the basic ATREARGTESRERREERN WA
and diluted EPS computations: M & 10 B -
2017 2016
—E—tF A
RMB’000 RMB’000
ARMT T ARBF T
Earnings: EF:
Profit attributable to shareholders of PA/NGIE &Y Xyl
the Company — basic and diluted -EAXKREE 92,144 79,128
92,144 79,128
Number of shares
RDEE
2017 2016
—ZE—tF —T—RF
Shares: B’
Weighted average number of ordinary MEEERAFNME 2 @K
shares for EPS calculation DAE 400,077,133 400,000,000
Effect of dilution — weighted average BEpe-LTaRks
number of ordinary shares: e -
Share options R 6,197,655 1,723,950
Weighted average number of ordinary shares & 1E # 5# 37 22 ) % 58 %
adjusted for the effect of dilution hniEF 192 406,274,788 401,723,950
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13. PROPERTY, PLANT AND EQUIPMENT

Plant and
Buildings machinery
BT  HEREH

RMB'000 RVB'000
ARETR  ARETR

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

13. % BERRHE

Office Construction
equipment Leasehold in
Vehicles and others  improvements progress Total
FAERER
RE Heh BELE ERIR @zt

RMB'000 RMB'000 RVB'000 RMB'000 RMB'000
ARETL  ARETR  ARETR  ARETR  AR¥TR

At1 January 2017, net of accumulated WZE-+t45-A-R"

depreciation EABREHTE 57,508 76,700 2,019 1,785 485 13,157 151,654
Additions RE 548 5,464 136 651 157 64,512 71,468
Transfer o 19,167 17,042 - = = (36,209) =
Depreciation provided during the year FREROTE (2,678) (11,824) (488) (269) (427) - (15,686)
Disposals LE ©) (2,087) - ) - - (2,007)
At 31 December 2017, net of accumulated R -E—+F+-A=+-8"

depreciation BAREHNE 74,536 85,295 1,667 2,166 215 41,460 205,339
At 31 December 2017: WZE—+F+-A=1+—A:

Cost 2 102,967 165,560 6,427 8,275 1,994 41,460 326,683

Accumulated depreciation 2ithE (28,431) (80,265) (4,760) (6,109) (1,779) - (121,344)

Net carrying amount REFE 74,5536 85,205 1,667 2,166 215 41,460 205,339
At 1 January 2016, net of accumulated RZZE—§—A-H"

depreciation BAG2HTE 58,863 79,92 1,408 1358 3% 1,737 143,063
Additions e 1,197 7,074 980 633 749 18,572 24,205
Transfer o 76 2,076 = = = (2,159) =
Depreciation provided during the year FRFHERTE (2,628) (11,121) (335) (206) (659) - (14,949)
Disposals HE - (621) (34) - - - 655)
At 31 December 2016, net of accumulated ~ R=Z—~EFT-A=t—8"

depreciation BB 2HHE 57,508 76,700 2,019 1,785 485 13,157 151,654
At 31 December 2016: RZB-RFTZA=1-A:

Cost KA 83,267 153,812 6,207 7,758 1,837 13,157 266,058

Accumulated depreciation 2itE (25,759) (77,112 (4,208) (5979) (1,352) - (114,404

Net carrying amount FHFE 57,508 76,700 2,019 1,785 485 13,157 151,654

At 31 December 2017, certain of the Group's buildings with a
net carrying amount of approximately RMB7,564,000 (2016:
8,110,000) were pledged to secure letter of credit facilities granted
to the Group by a bank.

At 31 December 2017, certain of the Group's buildings with a
net carrying amount of approximately RMB8,547,000 (2016: Nil)
were pledged to secure short-term loan facilities and bills payables
granted to the Group by a bank.

RZEBE—+F+_A=+—H AEEERE@MF
EHAEANRET 564,000 ( ZE—RF: AR
#8,110,0007T) K& TEFE THM - AZE—
MIRTRAEBERLERAZ/ME -

R_E—+E+-A=+—B ~EEEROF
BEH A ARES547,0007T ( ZE—/NE &)
WETEFETFER UE-—RBRTARER
ROCHETRERENZRK-
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14. PREPAID LAND LEASE PAYMENTS 14. A LB EFHIE
2017 2016
—E—tF —ERF
RMB’000 RMB’000
AR¥F T ARBET T
Carrying amount at 1 January Mm—A—BHEREE 29,336 30,150
Recognised during the year FABHER (814) 814)
Carrying amount at 31 December R+ZA=+—H/MEEE 28,522 29,336
The Group’s land use rights are corresponding to the lands located REEW T RES RURFBEMNRER
in Hangzhou and Nantong of the PRC and the remaining lease Mt R=ZT—+tF+ZA=+—HB 8T
periods ranged from 10 to 50 years as at 31 December 2017. FH D RN F10E50%F -
At 31 December 2017, certain of the Group's land use rights with R-ZTE—+tF+-A=+—R0 FEEE®ETF
a net carrying amount of approximately RMB4,385,000 (2016: BH A AR4385,0000T ( ZZE—RF: AR
4,321,000) were pledged to secure letter of credit facilities granted #4,321,0007T) K& T T E A#ED THER
to the Group by a bank. LiE—ERTRAEERLERE/RE -
At 31 December 2017, certain of the Group's land use rights with R-E—+F+_A=+—8B AEEEEF
a net carrying amount of approximately RMB8,782,000 (2016: Nil) BHEANRKES, 782,000 (ZTE—NF &)
were pledged to secure short-term loan facilities and bills payables FET T ERED FEF ULE—HERTH
granted to the Group by a bank. AEERELEHERRERENEE-
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15. OTHER INTANGIBLE ASSETS 15. HhB|EEE
Technical Sewage pipe
Software know-how  usage right Total
LA HTAE SARFEAE @t

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

At 1 January 2017, RZZ—tF&-f—-R"

net of accumulated amortisation Bk 25 #H 47 3,018 2,897 5,962
Addition NE 775 - - 775
Amortisation provided during the year FRFRMEH (272 (758) (200) (1,230)
At 31 December 2017, RZZ—+F+=ZR=1+—H"

net of accumulated amortisation Bk REHEH 550 2,260 2,697 5,507
At 31 December 2017: WZE—t+F+ZA=+—8:

Cost % 1,148 7,274 4,024 12,446

Accumulated amortisation RirEH (598) (5,014) (1,327) (6,939)

Net carrying amount BEFE 550 2,260 2,697 5,507
At 1 January 2016, RZE-~E-R—1"

net of accumulated amortisation RIS 3 49 3,763 2,583 6,395
Addition NE 123 - 510 633
Amortisation provided during the year FRFRMEH (125) (745) (196) (1,066)
At 31 December 2016, R-E-~F+=-A=1+—-8"

net of accumulated amortisation BNk REHEH 47 3,018 2,897 5,962
At 31 December 2016: RZE-RFE+ZA=+—8:

Cost AR 373 7,274 4,024 11,671

Accumulated amortisation g (326) (4,256) (1,127) (5,709)

Net carrying amount REFE 47 3,018 2,897 5,962
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16. INVENTORIES

16. B8

2017 2016

—ZE—tF —T-RF

RMB’000 RMB’000

AR¥F T ARETT

Raw materials Mk 37,898 28,581
Work in progress 18 3,769 2,401
Finished goods BUAK G 51,508 16,611
93,175 47,593

17. TRADE AND BILLS RECEIVABLES

7. EZEUREREREE

2017 2016

—E—tF —E—REF

RMB’000 RMB’000

ARET R AREFT

Trade receivables H 5N IE 15,953 21,641
Bills receivables R E & 135,170 109,894
151,123 131,535
Impairment BIE (1,137) (1,198)
Net trade and bills receivables B ZRWFIEN RN ERFRE 149,986 130,337

The Group's trading terms with its customers are mainly on
credit, except for new customers, where payment in advance
is normally required. The credit period is generally 3 months.
Each customer has a maximum credit limit. The Group seeks
to maintain strict control over its outstanding receivable and
overdue balances are reviewed regularly by senior management.
In view of the aforementioned and the fact that the Group’s trade
receivables relate to a large number of diversified customers, there
is no significant concentration of credit risk. The Group does not
hold any collateral or other credit enhancements over its trade
receivable balances. Trade receivables are non-interest-bearing.
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17. TRADE AND BILLS RECEIVABLES 17. EZEWARERERERE (&)
(CONTINUED)
An ageing analysis of the trade receivables as at the end of the RREPRRNE 5 RUGRIERER A ANRR
reporting period, based on the invoice date, is as follows: AT
2017 2016
—E—+tfF A
RMB’000 RMB’000
AR®T R ARMEF T
Within 3 months 3MEAA 11,732 17,174
3 to 6 months 3%61E A 2,281 2,912
6 months to 1 year 6lEAE1F 734 104
1to 2 years 1524 69 253
More than 2 years HRiEmoF 1,137 1,198
15,953 21,641
The movements in provision for impairment of trade receivables are EHRWNZBBRERENESHNOT
as follows:
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
AR®T R AREF T
At beginning of year F9) (1,198) (1,198)
Impairment losses recognised (note 6) BRI EEE (M5E6) (288) =
Amount written off as uncollectible HiE R EEREIRN £ 58 349 -
(1,137) (1,198)
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17. TRADE AND BILLS RECEIVABLES
(CONTINUED)

17. EZRUREREVRREE (&)

I % (B 5 R A FREREN B 5 B URRIER R

The ageing analysis of trade receivables that are not individually nor

collectively considered to be impaired is as follows: BT
2017 2016
—ZE—tHF A
RMB’000 RMB’000
AR¥T T ARBFT
Neither past due nor impaired I 4 460 HA ol Rl B 11,731 17,174
Less than 3 months past due B R A3(E A 2,281 2,912
3 months to 9 months past due B HASIE A = 9@ A 734 104
9 months to 21 months past due BHIoE A =211@ A 70 253
14,816 20,443

W 45 780 B ok 6l (B & B U RO B K B3 B P R 4E
REFHDBMEFHR-

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

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

The bills receivable were due within 6 months.

The maximum exposure to credit risk as at the end of the reporting
period is the carrying value of the trade receivables.
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18. PREPAYMENTS, DEPOSITS AND OTHER

Notes to the Consolidated Financial Statements

B O B ERARIEE

31 December 2017 —Z—+&F+-A=+—H

18. FENRIE - #BE & Hth EUFRIE M

RECEIVABLES AND TRUST LOAN REWETXER
RECEIVABLE
(a) Prepayments, deposits and other (a) BRARE ZeRHMEKKIE
receivables
2017 2016
—E—tF —E—XEF
RMB’000 RMB’000
AR¥T T ARET T
Prepayment to suppliers ) £ 8 7 S ) FRAS R IE 6,235 8,655
Deposits and other receivables e & E AR FRTE 1,183 1,594
Prepaid expenses AR RX 136 165
Interest receivables JE W F B 69 69
Value-added tax recoverable AT U ] LB 7,360 294
Less: provision for impairment BB ERHE (95) (99)
14,888 10,682

The above balances are unsecured, interest-free and have

no fixed terms of repayment. The carrying amounts of
deposits and other receivables approximate to their fair

values.

baiEs R EER - 28 RERETEEN
HerehEMEERRENETERR
NFEHRE-
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18. PREPAYMENTS, DEPOSITS AND OTHER 18. TN RIE  #2E & H th BRI ML
REKZTXER (F)

RECEIVABLES AND TRUST LOAN
RECEIVABLE (CONTINUED)

(@) Prepayments, deposits and other
receivables (Continued)

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

(a)

ANRE ZEREMERRE
(%)

H e YR RBERENEB T

2017 2016

—E—tF ZE—RF

RMB’000 RMB’000

ARBT T AREF T

At beginning of year F4 (95) (152)
Impairment losses reversed (note 6) B LR EEE (MEe) - 57
At end of year FR (95) (95)

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

The maximum exposure to credit risk as at the end of

the reporting period is the carrying value of prepayments,
deposits and other receivables.
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Notes to the Consolidated Financial Statements

18. PREPAYMENTS, DEPOSITS AND OTHER

19.

RECEIVABLES AND TRUST LOAN
RECEIVABLE (CONTINUED)

(b) Trust loan receivable

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

18. FANRIE - EHE R EMBBRRIAEN
REWETEER (F)

(b) BUETER

2017 2016

—ZE—tHF A

RMB’000 RMB’000

AR¥T T ARBEF T

Trust loan receivable JERETER 50,000 50,000

Trust loan receivable represents a six-month trust loan
lending arrangement with a commercial bank with an interest
rate of 6.5% per annum. The trust loan receivable matured
and was received on 9 January 2018.

FINANCIAL ASSETS DESIGNATED AS AT
FAIR VALUE THROUGH PROFIT OR LOSS

ERZXEERER -—HAERRITHN
BEAZEEFEBERH BKRENXL
6.5% BUEZAERCIHRER _-F
—NE— AN B K-

19. EERBEQAFEFABREZNER
BE

2017 2016
—E—tF —T—RF
RMB’000 RMB’000
AR T T AREFT
Asset management agreement, BEEEHE ZBAYE
at fair value (note 34) (MI5E34) 60,600 173,852

For the years ended 31 December 2017 and 2016, Yongsheng
Dyeing (as asset entrustor) entered into certain asset management
agreements with the corresponding asset managers, pursuant
to which Yongsheng Dyeing agreed to participate in the asset
management plans operated by these asset managers and to
deposit investments to the designated accounts maintained by
the asset managers. The asset management plans mainly invest
in inter-bank deposits and bonds. The financial assets at 31
December 2017 and 2016 were classified as held for trading and
were, upon initial recognition, designated by the Group as financial
assets designated as at fair value through profit or loss.

HEZZ R "F+ZA=+—H
LEFE KRR E (EREEZTAN) BHARE
EEBRATILETEEETRE RS Bt k&
AERE2HEZEEECEBEANEEETE
B WRAEEEBAARKNEERPTFARE
H-EETEABIERENBITRAEERR
BH - RELRMEEN - E—LER-T—N
F+—A=+—HRIAFIEER LRYL
REHAEEETAEAFEFABRSNE
BEE-
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19. FINANCIAL ASSETS DESIGNATED AS AT 19. EEARAFEFTAEZNESH
FAIR VALUE THROUGH PROFIT OR LOSS BE (&)
(CONTINUED)
The details of the investments at 31 December 2017 and 2016 are RZZE—tFRZF—RF+ZA=+—8"
set out below: ZERENFFERHINGOT
Investment Fair value at
Assets Manager Custodian amount  Agreement date year-end
RERH
BEEEA HA-PN REE WEAH ALE
RMB’000 RMB’000
ARBTT ARET7
2017 “E-t%
Shenzhen Sidaoke Ping An Bank Co., 45,000 31 October 2017 45,462
Investment Limited Limited, Shenzhen Branch —E—+5+A=1+-H
(*SZ Sidaoke Investment”) (*Ping An Bank Shenzhen Branch”)
AT BERHRERR A FRETROER AR T
(DRI BERRE D) (IMFRFITRNA 1)
China Resources China Resources Bank Of 15,000 1 November 2017 15,138
SZITIC Trust Co. Ltd Zhuhai Co.,Ltd, Shenzhen Branch —2—+t&+—A—H
ERRERETIAERAA WEERRITROBRAANRIDT
60,600
2016 —ERF
LJZ Wealth Management China Merchant Bank Co., Limited, Shanghai 30,000 20 September 2016 30,437
(Shanghai) Co., Limited Branch —E-"FAAZTH
(‘LJZ Wealth Management”) (“CMB Shanghai Branch”)
BERENEER (L) ERAT %%iﬁ?ﬁ%ﬁﬁﬁ&@ﬂb%ﬁ
(IEREMEER]) (THRERIT LEDT])
China Foreign Economy and Shanghai Pudong Development Bank Beijing 20,000 20 September 2016 20,356
Trade Trust Co., Limited Chang Anijie Branch “T-RFNA=t+H
REHIMEEE HEFRERAR FERRERRTBRAARAF
ERRREHRAT
LJZ Wealth Management CMB Shanghai Branch 20,000 16 August 2016 20,402
BEREMEER BEHT LB ZZ-RENATRA
SZ Sidaoke Investment Ping An Bank Shenzhen Branch 65,000 12 July 2016 66,715
AlmRERRE FRFATRINA T “E-REtATZH
LJZ Wealth Management CMB Shanghai Branch 15,000 11 July 2016 15,387
BEREMEER BEHT LB “E-REtAT-AH
SZ Sidaoke Investment Ping An Bank Shenzhen Branch 20,000 4 July 2016 20,555
AT BERHRE FRFATRINA T —E-RELAOEA
178,852
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20. CASH AND CASH EQUIVALENTS AND

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

20. f&ﬁ&ﬁﬁ%ﬁ%uﬁaﬁﬁﬁ

PLEDGED DEPOSITS FN
2017 2016
—E—tF ZT-RF
RMB’000 RMB’000
ARET AREF T
Cash and bank balances B MIRTTHE 132,837 67,362
Pledged deposits EEBFER 10,150 1,705
Time deposits TEHfF R 20,000 =
162,987 69,067

Less: Pledged as collateral B Bt E AR
for issuance of letters of credit BITERAERSR (150) (1,705)
Pledged as collateral ERMITALERER

for bank acceptance bills AR (10,000) =
Cash and cash equivalents BekREEED 152,837 67,362

At the end of the year, the cash and bank balances of the
Group denominated in RMB were RMB111,925,000 (2016:
RMB25,244,000). The RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign Exchange
Control Regulations and Administration of Settlement, Sale and
Payment of Foreign Exchange Regulations, the Group is permitted
to exchange RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank
deposit rates. Short-term time deposits are made for varying
periods of between 3 to 45 days depending on the immediate cash
requirements of the Group, and earn interest at the respective short
term time deposits rates. The bank balances are deposited with
creditworthy banks with no recent history of default.

RER REBUARBTENR S RIRTTE
#BAEARK111,925,0007T (ZB—RE: AR
#05,244,00070) c ARBTEER LA
& HE o ST - ARIR AP B (OMNEE EBIEH))
T (HEE - ERRMNETERTE) AEEEE
BRERBERTHBAREAEMEKIA#ET
SN ZE T

RITREBREARTERMNE  FHH X
RS -EHMEMERFHL— RFAE
BARREFRME N F=Z2@+HAXT
% W IRAA R R B HA A AR K BREUH B - R
THEBERRNEERFROMY ERELEN
1T~
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21. TRADE AND BILLS PAYABLES 21. EZERARERENRE

2017 2016
— ZERF

RMB’000 RMB’000

ARET R AREFIT

Trade payables =) ANE L 120,404 92,767
Bills payables FET =& 20,000 =
140,404 92,767

An aging analysis of the trade and bills payables as at the end of

RER BZRNRARENREERERERR

the year, based on the invoice date, is as follows: B BRER D ATLR T
2017 2016
—E—tF ZE—RF
RMB’000 RMB’000
AR¥T T ARBFT
Within 6 months 618 AN 138,163 90,760
6 months to 1 year EENES 218 1,321
1 year to 2 years 1FE2F 1,524 686
More than 2 years B2 499 -
140,404 92,767

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

settled on 60-day terms.
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B Ot IR R MIEE
31 December 2017 —ZE—+&F+-F=+—H

22. OTHER PAYABLES, ADVANCES FROM 22, HWENRIE - ERFBRKEFR
CUSTOMERS AND ACCRUALS b= |
2017 2016
—E—tF ZE—RF
RMB’000 RMB’000
ARBT T AREF T
Advances from customers BEIR 7,479 16,049
Accrued payroll JEFtTE 21,434 20,066
Accruals FEETRIA 1,364 1,842
Value-added and other taxes payable FERT AR R E M IE 4,836 6,446
Payables for purchase of property, BEYE BER&EN
plant and equipment FET IR 10,156 4,802
Others Eith 3,506 1,740
48,775 50,945
Other payables are non-interest-bearing and have an average term HENRBATTERTFHFHA=MEA-

of three months.

23. INTEREST-BEARING BANK AND OTHER 23. GFERITREMEE
BORROWINGS

2017 2016
“2-tF% N3
Effective Effective
interest interest
rate(%) Maturity RMB'000 rate(%) Maturity RMB'000
BRRIE(%) 3HA ARBTR  BBRIE%) 3188 ARETT
Current
ok
Bank loans - secured 4,35 31 March 2018 10,000 - - -
BTEH-BER g7
ZB=t-A
Bank loans - secured 4,35 3 November 2018 5,000 - - -
BIER-BER “E-N\F
+-A=A

15,000 =
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23. INTEREST-BEARING BANK AND OTHER 23. FFERITREMEE (&)
BORROWINGS (CONTINUED)

2017 2016
—E—+tF ZT-RF
RMB’000 RMB’000
ARET ARBFT
Analysed into: RN
Bank loans: RITER:
Within one year R—FK 15,000 =
Notes: B 5E
(@)  The Group's bank loans are secured by mortgages over the @ AKREZRTEFBASECBENIHAS

RERMAFPEZEF 2 IRIBERE LR
s EAR 2 BREAAE D BB A RS, 782,000
T (ZE—RNF )R ARS8,547,0007T

Group's prepaid land lease payment and buildings in the PRC,
which had an aggregate carrying amount at the end of reporting
period of RMB8,782,000 (2016:nil) and RMB8,547,000

(2016:nil) respectively.

24. GOVERNMENT GRANTS

ZT—RFE)

24. & B

2017 2016

—E—tF ZE—RF

RMB’000 RMB’000

ARMT T ARBTT

Government grants BT & B 13,735 14,960
Less: current portion B BVER SR 9 (1,225) (1,225)
12,510 13,735
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B Ot IR R MIEE
31 December 2017 —ZE—+&F+-F=+—H

24. GOVERNMENT GRANTS (CONTINUED) 24. BT EBY (48)
Movements in government grants are as follows: BT EBEFHMOT
2017 2016
—E—tF ZE—RF
RMB’000 RMB’000
AR¥T T ARBTT
At the beginning of the year F9) 14,960 14,607
Grants received during the year FRERE B - 2,349
Amortised as income #IE R A (1,225) (1,996)
At the end of the year FR 13,735 14,960
The grants were related to the subsidies received from local ZEEDEEAR TRIENHIHERE
government authorities for the purpose of compensation for BN KERESHNH B W ABRZEKRA
expenditure on certain facilities and were credited to a deferred R-ZEEDNHBEERHBERFHRBRE
income account. The grants were released to profit or loss over the = Eranl

expected useful lives of the relevant assets.

The Group also received certain financial subsidies from local ZNER B I B Hh IR T A B M 1S 5 T B R B A
government authorities to support local business. There were no T EMER - ZEBNE I EE R KRENX
unfulfiled conditions and other contingencies relating to these B R E At Sk A B 18 © 2 BT & B A EER
government grants. These government grants were recognised in R PR -

profit or loss when received.
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25. DEFERRED TAX ASSETS/LIABILITIES 25. EEBEEE &fF
Movements in deferred income tax assets and liabilities, without BEMSMEERBEZS (KA RIKER
taking into consideration the offsetting of balances within the same — M EDEERARAER) AT

tax jurisdiction, are as follows:

The movements in deferred tax assets: BERIBEENE S
Write down of
inventories
to their net Provision for
realisable  Government impairment of
value grants Accruals  receivables  Tax losses Total
FERAZ YRR
HU#RRE BFER JEtiE HERE HEFR @t

RMBOOO ~ RMBOOD  RMBO0O  RMBOO0  RMBOOO  RMBIO0D
ARETE ARETR ARETR ARETT ARETR ARETR

At 1 January 2016 RZE-~§¥-A—-A 266 2,191 3225 203 127 6,012
Deferred tax credted/{charged) to FRRBETAN/ (NK)H

profit or loss during the year EERE (87) 53 101 ¢] 147 205
At 31 December 2016 and 1 January 2017 i 3 ~NETZRZ

- ﬂ 179 2,244 3,326 194 274 6,217

Deferred tax credited /(charged) to F Wﬁ’\ #3 mﬁ A/ (0%

profit or loss during the year ERERE 251 (184) 444 ©) % 598
At 31 December 2017 R=E—+%+-A=+-A 430 2,060 3,770 185 370 6,815
Deferred income tax is recognised for tax losses carried forward to BB 0] BB B R K FERR B s A fﬁ HH B8 T 75
the extent that the realisation of the related tax benefit through the Flabg - g dnRIEERRRELHRS
future taxable profit is probable. Bio
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25. DEFERRED TAX ASSETS/LIABILITIES 25, EERIEBEEE, S8& (&)
(CONTINUED)
The movements in deferred tax liabilities are as follows: EEFIE A EREEH M T

Unrealised Unrealised

interest fair value  Withholding
income  adjustment tax Total
RER RER
FESHA ATLESRER bk @t

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

At 1 January 2016 T—RE-f- - 67) (7,251 7,319)
Deferred tax (charged)/credited to ¢ WHA?EEE (30%)/ qu)\E'] ERIE
profit or loss during the year (10) (511) (1,434) (1,955)
At 31 December 2016 and 1 January 2017 E-RE+ZA=+-HEK
e R e (10) (578) (8,685) (9,273)
Deferred tax (charged)/credited to FRREBRE (NK) /FAR
profit or loss during the year BRI - 488 (4,101) (3,613)
At 31 December 2017 RZZT—+F+=-RA=+—H (10) (90) (12,786) (12,886)
For presentation purposes, certain deferred tax assets and BAEINR BETEEREEERABGERE
liabilities have been offset in the consolidated statement of financial HHBRREFEHE U T ARAEERELESR
position. The following is an analysis of the deferred tax balances of HERTVEHRE B MATEST:
the Group for financial reporting purposes:
2017 2016
—E—tF ZE—RF
RMB’000 RMB’000
AR¥T T ARBFT
Net deferred tax assets recognised in the & BBk R FER R
consolidated statement of financial position BT IBEEFR 369 441
Net deferred tax liabilities recognised in the KA BB SRR R FERR
consolidated statement of financial position RIERIH 8 (E 558 (6,440) (3,497)
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26. SHARE CAPITAL 26. R4
Shares iz 12
2017 2016
—E—+tHF ZE—RF
RMB’000 RMB’000
AR®T ARETT
Issued and fully paid BEEITRER
400,925,600 (2016: 400,000,000) 400,925,6000% ( —Z — /<4
ordinary shares 400,000,0000% ) & 18 % 3,173 3,165
A summary of movements in the Company's share capital is as AKARBRAEHBERAMENT :
follows:
Number of Share
shares Share premium
inissue capital account Total
BB
RHEE BE  ROREE @it
RMB’000 RMB’'000 RMB’'000 RMB’000
ARETT ARETT ARETRT ARETR
At 1 January 2016 RZE—"E—H—H 400,000,000 3,165 216,330 219,495
Dividends paid to shareholders of the Company [A1Zx 2 &1 5 37 (% &, - - (20,471) (20,471)
At 31 December 2016 and 1 January 2017 RZE-RE+ZA=+—-HEK
—T—+5—-H-H 400,000,000 3,165 195,859 199,024
Share options* g 925,600 8 1,546 1,554
Dividends paid to shareholders of the Company [A1Zx 2 &1 5 37 (% 8. - - (24,046) (24,046)
At 31 December 2017 RZZ—tFE+-_A=+—H 400,925,600 3,173 173,359 176,532

The subscription rights attaching to 925,600 share options were
excised at the subscription price of HK$1.293 per share (note
27) resulting from in the issue of 925,600 ordinary shares for
a total cash consideration, before expenses, of approximately
RMB 1,013,000. An amount of approximately RMB541,000
was transferred from the share option reserve to share premium
account upon the exercise of the share options.
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27. SHARE OPTION SCHEME

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

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

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

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

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

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

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

27. BBIRHESTE

ARREE—RBRESE ([%HE]) 8§
ERHAEESERNEHEMNEER2 M
ERUEZEHLE®R - ZAEANAER2EER
BRARRNEERAEBEMES - ZAER
“E-=FT-AtHEAER

W

RIBZFT BB EERONRITREBRERS
A RETERBEASR AR RREME
BE#TRMNIB0% - BHABER2EERE
ZET B ERNEBREMA TERITHRND &S

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

BRYPESFEITHRAB MR EALE Y IE
WMITESBAHE N RERTZ@AH
B W FARREERERBIENITES
18 T A B B A (T (e BE AR AR B AN R BIAE
AR E 1T IO 90.1% 5 2 E (IRIEAR R F]
IR R B BBV (E 85T & ) #8i85,000,000%
TL BERERREAS R

REBRENZHITREHEHAEALRA
HAARAXNREREE KA TR TUE
MeMROBRENTERNAESFEE X
RALR12E AN SREIMRAG R TEREK
BENAMETFE-

BRETEEDNRTINSENESEERE : ()
TREB AR HE 2 40 B B 12 BIA 1) OB 22 P B M T
B (BEZEHHBITLERS B ARARRNG
B AT H) U T E « R (i E1E e

BEREYEETREAZAREINERAS
B -
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27. SHARE OPTION SCHEME (CONTINUED)

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

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

The following share options were outstanding under the Scheme

27. BIRHEETE (&)

R-_ZE—AF— A B 390REECER
15,000,00017 B #E - FEHBN T =T —<
FNA-_HAE-_ZE-_RAF—AAHRKEITEEA
1488 - ERHERENRESA ARE
HERE o

MN-E—RF+_-_A=+H 454 EECHERK
16,300,000 B #E - FEEHBN T2 —+
FNA—HBE-Z-_AF+-A=+HKR{TE
BAEBR12EBETT CELBRENTSHB A
REBHE+F-

FRN - ZETEIET AT B M ARITRE -

during the year:
2017 2016
“E-tF —ERF
Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
mE¥H AT
THE BREHE e EREHA
HKD ’000 HKD ‘000
per share per share
=1 T4 BRETT Tn
At 1 January n—HA—H 1.503 26,618 1.503 29,000
Granted during the year FAKL
Exercised during the year FRTE 1.293¢ (926) = =
Forfeited during the year FRRK 1.503 (1,080) 1503 (2,382)
At 31 December ®+=ZRA=+—H 1.503 24,612 1.503 26,618

The weighted average share price at date of exercise for share
options excised during the year was HK$1.83 per share (2016: No
shares options were exercised).

*

The adjusted exercise prices were in line with the dividend issues
approved by the board of directors.
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27. SHARE OPTION SCHEME (CONTINUED)

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

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

27. BRHEETE (&)

REEHR MARTEBRENTEERTE
BT

2017

Number of options

Exercise price*

—E-tf

Exercise period

BREZER THEE" 1THE58
‘000 HKD
per share
T1n FRE T
5,361 1.48 2 April 2016 to 5 January 2025
—E-R"FMAZHE-ET-_RF—HAA
5,361 1.48 1 April 2017 to 5 January 2025
—Z—+tFMAB—HE-Z-_RAF—AAA
6,930 1.52 2 April 2017 to 30 December 2025
—E—+FMOMABE_ZE-_RF+=A=1+H
6,960 1.52 1 April 2018 to 30 December 2025
—E-N\FOA-BE-Z-_RF+A=+H
24,612

2016

Number of options

Exercise price*

Exercise period

BREHE TEE> TR
‘000 HKD
per share
F15 BRAET
5,809 1.48 2 April 2016 to 5 January 2025
—E-RFOMAZBEE-_RAF—HAA
5,809 1.48 1 April 2017 to 5 January 2025
—+tFMNA—-BE=-ZE A5 —HAAA
7,500 1.562 2 April 2017 to 30 December 2025
—+tFEMNAZBE-_E_AF+=-A=+H
7,500 1.62 1 April 2018 to 30 December 2025
—E- N\FOA—RAE_ZE_AF+HA=+H
26,618
* The exercise price of the share options is subject to adjustment * B R A ) 7T [ T [ pE AL PR sk R B SR TE - 8

in the case of rights or dividend issues, or other similar changes

in the Company's share capital.

ARRBARE RIS T LA
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27. SHARE OPTION SCHEME (CONTINUED)

The fair value of the share options granted were RMB8,556,000 for
15,000,000 share options granted on 6 January 2015 (RMB0.57
each) and RMB10,669,000 for 16,300,000 share options granted
on 30 December 2015 (RMBO0.65 each), of which the Group
recognised a share option expense of RMB3,503,000 during the
year ended 31 December 2017 (2016: RMB7,825,000).

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

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

27. BREETE (&)

ERLNERENATFTER - —HF—
A 75 B % H 515,000,000 B i # A& AR
8,556,000t (B ARKOS7T) R =F
—AFE+ = A=+ HEHHM16,300,00013
BT A AR %10,669,0007T (B AR
0.6570) HAAEBERBEZ-T—tF+=
A=+ HLFEERERERIARE
3,503,0007t (=& — <N F : AR %7,825,000
TT) °

FAMRL R EEERRENR D B RE

P e )35t AR SR IR IR AF 1R 2 R — TR VIR AL T
ERFE TRIGAAEL A AR

R-ZZTE—RF— A/NBETA15,000,00015 i

R -
Dividend yield (%) R B (%) =
Expected volatility (%) T8 HA R 18 (%) 43.78
Risk-free interest rate (%) [ Bez 1) = (%) 1.752
Expected life of options (year) A ERTEHAERR (F) 10
Share price (HK$ per share) IRE (BB 1.46

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

R-ZE—RF+-A=+HELH16,300,000

19 B AR
Dividend yield (%) & B (%) =
Expected volatility (%) T8 HA R 18 (%) 52.30
Risk-free interest rate (%) 42 352 F1) 2 (%) 1.57
Expected life of options (year) AR TEHAERR (F) 10
Share price (HK$ per share) RE (BT 1.62

The expected life of the options was the contractual life of the
options. The expected volatility reflects the assumption that the
historical volatility is indicative of future trends, which may also not
necessarily be the actual outcome.
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27.

28.

Notes to the Consolidated Financial Statements

SHARE OPTION SCHEME (CONTINUED)

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

About 926,000 share options exercised during the year resulted
in the issue of 926,000 ordinary shares of the Company and new
share capital of approximately RMB8,000, as further detailed in
note 26.

At the end of the reporting period, the Company had 24,612,000
share options outstanding under the Scheme. The exercise in
full of the outstanding share options would, under the present
capital structure of the Company, result in the issue of 24,612,000
additional ordinary shares of the Company and additional share
capital of approximately RMB206,000 (before issue expenses).

At the date of approval of these financial statements, the Company
had 24,612,000 share options outstanding under the Scheme,
which represented approximately 6.14% of the Company's shares
in issue as at that date.

RESERVES

The amounts of the Group's reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on pages 79 of the financial
statements.

In accordance with the Company Law of the PRC, certain
subsidiaries of the Group which are domestic enterprises are
required to allocate 10% of their profit after tax, as determined in
accordance with the relevant PRC accounting standards, to their
respective statutory surplus reserves until the reserves reach 50%
of their respective registered capital. Subject to certain restrictions
set out in the Company Law of the PRC, part of the statutory
surplus reserve may be converted to increase share capital,
provided that the remaining balance after the capitalisation is not
less than 25% of the registered capital.

The foreign currency translation reserve comprises all foreign
exchange differences arising from the translation of the financial
statements of operations with a functional currency other than
RMB.

27.

28.

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

BRESE (&)

AR SR o 3 AR AR A EL
e

B EoeE —HFM FRABTHELY
926,00017 i i 7 G B8 17926,0008 A A &) &
BRI AN 49 A R #8,0007T

RBEEHR A2 R&EZFEETE
24,612,000 M AR1THERERE - LB ARRIE
B YRR AN R4 - AR BT T 0 (W R 1T (50 A B AR A ]
EHEE HNEE1T24,612,0000% A A &) T8 R &
FHOMNR R 49 A R #206,0007T (1% 3175 X
Al o

R EZSMEMRBE  KRAREZET
24,612,000 M ARTTEERE  HERAR
AN Z BB BEITIRD 416.14% °

it

AEBRFRBRAFERBEFENSERHS
HRMBERRETIANEHEZEHRZES -

Ra

BRE (hEARKMBERBE) - NEBET
MBARERSEANEE FIRBEBEDEA
RAMBE &5 ERIFTEE 2 BLE10%5 B & 4
NEEEBETRRFEE BEEARREED
HEBEMERSNE0% - FEEF (hEARH
MEREDE) HIIMWETRHIERT - #0IE
TE B AR R FT iR B HR DR IR AS - AT SRR B AN
ERNBBETFIREMEARN25% °

SNEER FEBERENREEE RARBIAIN
MEBPTERRELNABELZ5 -
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29. PARTLY-OWNED SUBSIDIARIES WITH 20 BMEERFERERNIEZEMR
MATERIAL NON-CONTROLLING BAF
INTERESTS
Details of the Group’s subsidiaries that have material non- REBEBRBEAEZER BB A RFEEH
controlling interests are set out below: FIanT
2017 2016
—E—tF ZE—XRF
Percentage of equity interest held by R ERFENRER DL :
non-controlling interests:
Hangzhou Fiber AR 30% 30%
Nantong Fiber B A e 8% 8%
Yongsheng 3D Printing KB = HEFT ) 40% 40%
2017 2016
—E—tF —E—XF
RMB’000 RMB’000
ARBT T AREBT T
Profit/(loss) for the year allocated to DR FIFEREZNEA
non-controlling interests: wmAL (EE)
Hangzhou Fiber AL 4,572 7,410
Nantong Fiber gk 1,827 2,107
Yongsheng 3D Printing KEE = HEFTED 97) (74)
Dividends paid to non-controliing AN AL A O FE 45 AR M 2
interests of Hangzhou Fiber SRR 9,000 3,600
Dividends paid to non-controlling ) R PR A A ) SRR AR M 2
interests of Nantong Fiber TRRE 2,000 720
Capital injection from non-controlling TN e SRR AR M 2 B
interests of Hangzhou Fiber - 5,400
Capital injection from non-controlling BN IEIE RS EE
interests of Nantong Fiber 1,600 -
Accumulated balances of non-controlling RIS B ERRFEIE AR s R AT
interests at the reporting date: A
Hangzhou Fiber UL 35,516 39,944
Nantong Fiber gk 6,758 5,331
Yongsheng 3D Printing KB = 4T E) 3,773 3,870
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Notes to the Consolidated Financial Statements

29. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING
INTERESTS (CONTINUED)

The following tables illustrate the summarised financial information
of the above subsidiaries. The amounts disclosed are before any
inter-company eliminations:

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

20. BEERFERBEENHFZEM
BawE (&)

TRHALIIHERROMBEERBE - PR
BeBAMKEMARMESEHEER

Hangzhou Yongsheng
2017 Fiber Nantong Fiber 3D Printing
—E—tF BN AL A% KEE=ITED
RMB’000 RMB’000 RMB’000
AR¥T R AR® TR AR TR
Revenue Wz 232,269 217,104 94
Total expenses #BH X (217,030) (194,270 (337)
Profit/(loss) for the year FAREF (EE) 15,239 22,834 (243)
Total comprehensive income FAZEBALRE
for the year 15,239 22,834 (243)
Current assets MENEE 121,505 148,233 8,710
Non-current assets ERMENEE 37,581 152,789 794
Current liabilities mENEE (35,877) (212,551) (71)
Non-current liabilities ERBBE (4,822) (3,996) -
Net cash flows from operating activities ~ &&/EBATSIR &R EF5E 69 30,528 17
Net cash flows used in investing activities & &/EBIFTAR &R F 58 (2,702) (65,516) ()
Net cash flows from financing activities ~ REE /EBIATISIR & RE/F58 - 35,000 -
Net (decrease)/increase in cash and ReRBeEEY
cash equivalents CRA) /tEhnEs (2,633) 12 14
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29. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING

20. EREARFEREZNIFZEM
BLow (&)

INTERESTS (CONTINUED)

Hangzhou Yongsheng
2016 Fiber Nantong Fiber 3D Printing
—E—RF Wb [IREE KBS = HEFTED
RMB’000 RMB’000 RMB’000
ARBFT ARBFT ARBFT
Revenue W= 215,440 201,523 354
Total expenses BHX (190,740) (175,097) (538)
Profit/(loss) for the year FREF (EE) 24,700 26,426 (184)
Total comprehensive income FREERALEE
for the year 24,700 26,426 (184)
Current assets MENE E 136,987 81,529 8,910
Non-current assets ERBEE 36,502 71,902 1,423
Current liabilities nRBBE (35,019 (83,164) (657)
Non-current liabilities EnEatE (5,301) (3,478) -
Net cash flows from/(used in) wEEEMB, (FTA)
operating activities HeRE ¥ 207 21,211 (530)
Net cash flows used in KREEHFARESRE
investing activities FR8 (4,056) (12,180) (1,278)
Net cash flows from/(used in) BMEESE, (FTH)
financing activities RemEFHE 6,000 (9,000) =
Net increase/(decrease) in cash RekBeFEY
and cash equivalents #m, Cid) F58 2,151 31 (1,808)
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30. OPERATING LEASE ARRANGEMENTS 30. K&EHEZH
As lessee ERABA
The Group leases certain of its office properties under operating AEEREREHERHEREETHAE
lease arrangements. Leases for properties are negotiated for terms ME-KIpEE MEHERAN T —EMET
ranging from one to two years. £o
At 31 December 2017, the Group had total future minimum lease RZZE—+tF+ZA=+—H FIEBERET
payments under non-cancellable operating leases falling due as AREGEE S ER A T FRAEN KRR HER
follows: THRBEHOAT
2017 2016
—ZE—tHF A
RMB’000 RMB’000
AR¥T T ARBF T
Within one year —F R 152 28
In the second to fifth years, inclusive EFE_FRERF
(BREEEME) - 6
152 34
31. COMMITMENTS 31. A
In addition to the operating lease commitments detailed in note 30 & b= SCPT 5ESORR &F il /Y 4T & 10 E 3 I - AR
above, the Group had the following capital commitments at the HERH AEENERAENT

reporting date:

2017 2016
—=E—+tF ZE—XRF
RMB’000 RMB’000
ARET T AREF T
Contracted, but not provided for: BETAB R B
Property, plant and equipment Y B R 27,709 48,424
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32. RELATED PARTY TRANSACTIONS AND 32. BEIRGREERR
BALANCES

(a) Name and relationship (a) BBREHE

Name of related party
BESEB

Relationship with the Group
BEAKBEHNE R

Hangzhou Yongsheng Group Limited
MK EEFR QA

Fuyang Jingshang Agriculture Development
Company Limited
KEEGHEEREEREBROA

Hangzhou Xiaoshan Yongsheng Foreign
Trading Company Limited
MMELKEEINE D ERAF

Hangzhou Yongsheng Holdings Limited
N K BERAERR AR A A

HUVIS Corporation and its subsidiaries
R & HUVIS &2 ZL BT & A A

Hangzhou Shining 3D Tech Co., Limited
MM ER=HBERNERAF

Hangzhou Daoxuan Film Tech Co. Limited

MIMNEZZ R BR AR

Yongsheng (HK) International Co. Limited
KEE (BB BEBRARLQA

Controlled by the Controlling Shareholder
128 IR S PR 2 o

Controlled by the Controlling Shareholder

i 458 A A R 2

Controlled by the Controlling Shareholder

i 48 A AR BR 22

Controlled by the Controlling Shareholder
B 12 s s BR 2 o

Joint venture partner and its subsidiaries
EELEBHRANB AR

Joint venture partner

BACEBY

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

Controlled by the Controlling Shareholder
B 12 s s BR 2 o
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32. RELATED PARTY TRANSACTIONS AND 2. BELXRZ R (&)
BALANCES (CONTINUED)

(b) Related party transactions b) BELIXRS
In addition to the transactions and balances disclosed PRUL SRR EME D A ENRZS
elsewhere in these financial statements, the Group had the Mg REBEBEFEETAT
following material transactions with related parties: BRRXG:
2017 2016
—E—tF ZTE—RF
Note RMB’000 RMB’000
M 5T AR¥T ARBFT
1) Purchases of goods 1) KEE® (i)
— HUVIS Corporation and - A ZHHUVIS K
its subsidiaries HHE AR 67,388 62,719
— Fuyang Jingshang - kR E G AR
Agriculture BEFRZEBRAA
Development
Company Limited 50 53
— Hangzhou Yongsheng - MK ER &
Group Limited BRAA 1 =
67,439 62,772
2)  Sales of goods 2 HEER (ii)
— Hangzhou Shining 3D - PN = R
Tech Co., Limited &7 B R AR 94 202
— Fuyang Jingshang - X EX E (588 w4 B2
Agriculture BERBARDF
Development
Company Limited 2 -
96 202
3) Interest income 3  FBEUWA (i)
- Hangzhou Xiaoshan — BN ER L s B 1
Yongsheng Foreign B S5ER A
Trading Company
Limited - 1,474

mEER WERTEA (iv)

4)  Storage fee received from 4
related parties

— Hangzhou Xiaoshan — T B LU ok B AN
Yongsheng Foreign B 5 HBE AR
Trading Company
Limited 64 89

64 89
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—T—+tF+=-A=+—H

32. RELATED PARTY TRANSACTIONS AND
BALANCES (CONTINUED)

(b) Related party transactions (Continued)

32. BEARB K&tk ()

(b) BELZXZ (&)

2017 2016

—E—tF —ERF

Note RMB’000 RMB’000
hg=2 AR®T AREFT

5)  Agency service fee 5 M—RBEERWERE v)
received from a related R &
party

- Hangzhou Xiaoshan A ERZE R
Yongsheng Foreign ZEH5BMRRA
Trading Company
Limited 67 12
67 12
6)  Purchases of property, 6) BEME BENMRE (vi)
plant and equipment
— Hangzhou Xiaoshan — UM R L ok B O
Yongsheng Foreign ZH5EMRAA
Trading Company
Limited 8 S
8 —

Notes: B =

()  The purchases of goods were made according to the i) FEEMDERRHETHEINEZER
published prices and conditions similar to those offered to PHEORFRERTEGET-
the major customers of the suppliers.

(i) The sales to the related party were made according to (i) MmEEFLENRERETAEENE
the published prices and conditions offered to the major ERFHARERIRG#TT -
customers of the Group.

(i) The loan granted to Hangzhou Xiaoshan Yongsheng (i) UM ERIL K EREINE B ER A A
Foreign Trading Company Limited bore interest at 6.5% EHERR T —A"F—A—HEIR
per annum after 1 January 2016, and matured on 30 FERMERELEFE R _ZT—RFNRA
June 2016. =t HIH-

(v)  The storage fee received from related parties was (v) MEEFWEM T E Ry IR AR

charged at prices similar to those offered to other
customers of the Group.
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32. RELATED PARTY TRANSACTIONS AND 2. BELXRFZ R (&)
BALANCES (CONTINUED)

(b) Related party transactions (Continued) b) BELSXRS (&)

Notes: (Continued) BteE: (#8)

(v The agency service fee received from a related party v m—BEEARERRIERSEERE
was charged at prices similar to those offered to other HTFREEEME P HERES -
customers of the Group.

(v  The purchases of property, plant and equipment were v HBEVE BERZEBHIEERET
made at prices similar to those offered to other customers AEBAMEPHEE 2 BERET-
of the Group.

(c) Outstanding balances with related parties (c) BERAESMREELE
Disclosures pursuant to section 383(1)(d) of the Hong BIEEF B CRRHERFD $£383(1)(d) Kk &
Kong Companies Ordinance and Part 3 of the Companies (AR (BBEEZEZMNHER) BN £3
(Disclosure of Information about Benefits of Directors) HHEENERDT
Regulation are as follows:

Maximum At Maximum
amount 31 December amount
At  outstanding 2016 and outstanding At
31 December during 1 January during 1 January
2017 the year 2017 the year 2016
RZB-XE
T=A
R=Z-t& =t-8Rk

T=A ERgs —T-tF FRRR N-T-RF
=t-B AEKEEH -A-B AEELE —A-A
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000

ARBTTE ARMTRT AR¥TR AR®TR ARETE

Due from related parties B &S

~Hangzhou Shining 3D Tech Co., Limited ~ — #2088 = R

BRAA 2,800 3,002 3,002 3,002 2,800
- Hangzhou Xiaoshan Yongsheng — UM RE Lok B
Foreign Trading Company Limited BHERRA

(controlled by Mr. Li Cheng) (BZHEEEH) - - - 48,088 48,088

2,800 3,002 50,888
The amount due from Hangzhou Shining 3D Tech Co., JE WAL N 5 B = #E R AR (0 B IR A Bl K
Limited is outstanding investment funds. The loan granted to HRAKREERREE D - MTUNFE LKA S
Hangzhou Xiaoshan Yongsheng Foreign Trading Company INEGBERARBENERR=ZZ—H
Limited bore interest at 3.1% per annum before 31 F+ A=+ —HARFENEIAEF
December 2015 and 6.5% per annum after 1 January 2016, B RZE—R"FEF—A—BREEMN=E
and matured on 30 June 2016. 6.5EF R BRAERR T —RFRH

=+HEH-
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32. RELATED PARTY TRANSACTIONS AND 2. BELXRFZ KRR (&)

BALANCES (CONTINUED)
(c) Outstanding balances with related parties (c) ERBAER W REZESEER (F)
(Continued)
Maximum At Maximum
amount 31 December amount
At  outstanding 2016 and outstanding At
31 December during 1 January during 1 January
2017 the year 2017 the year 2016
R=Z-XRE
+=A
R-B-t%§ =t-Bk
+=A FREE —B-tF ERRE RZE-AE
=t-B KEESE —-A-B KREBLE —A—H
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
ARETRE AR¥Trn AR®Tr ARETT ARETR
Due to a related party i —ZBEERFE
—HUVIS Corporation and its subsidiaries ~ A BHHWISK
NG| - 2,375 2,375 62,719 -
- Yongsheng (HK) International Co. Limited ~ —3& % (Z3) R BB A ) 5 23 - = =
5 2,375 -
(d) Compensation of key management (d) XEBEEXEEE A S RM
personnel of the Group
2017 2016
—ZE—tHF —E—RF
RMB’000 RMB’000
AR®T R AREF T
Salaries, allowances and benefits in kind &4 ~ 3284 & E #4137 1,007 1,739
Performance related bonuses HEBERIEAL 1,563 1,999
Pension scheme contributions RIS ETEIHER 142 138
Equity-settled share option arrangements % 4 45 & 88 i 4 22 5F 660 2,201
Total compensation paid to key REZEEEAB TR BREN
management personnel 3,372 6,077
The amounts disclosed in the table are the amounts TEBENCBAMERNAEREEH
recognised as an expense during the reporting period FEEEABRIMNEHE-

related to key management personnel.
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34.

Notes to the Consolidated Financial Statements

PLEDGE OF ASSETS

At 31 December 2017, certain of the Group's buildings, prepaid
lease payment and bank deposits were pledged to a bank relating
to the letter of credit facilities and bills payables granted to the
Group. Details are included in notes 13, 14 and 20, respectively, to
the consolidated financial statements.

FINANCIAL INSTRUMENTS BY
CATEGORY

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

2017

Financial assets

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

33. EEEHR
RoE—tF+-A=+—0 XEEETH
F AN REN KRR RE R AR EEE
£

ERERERENZBEEM T —HRT-F
BOMNERE G M BRRMTI3 - 14%20 -

4. RERETHNEMTA
RBEME SEEBTANRABENT

—E—t#F
THEE

Financial assets
designated as

at fair value
Loans and through profit
receivables or loss Total
EEAR
BAYE
BEXR sTABEH
7] SREE st
RMB’000 RMB’000 RMB’000
AR¥TR AR¥T R AR¥TR
Financial assets designated as at fair 5 7€ &A1& A F{ET AEZE
value through profit or loss WEemEE - 60,600 60,600
Trade and bills receivables B 5 RYGRIA K = 1E 149,986 - 149,986
Trust loan receivable BRZTER 50,000 - 50,000
Financial assets included in FFATERNRIE e Rk
prepayments, deposits and H fth fE YR IE BY
other receivables EREE 1,157 - 1,157
Amounts due from related parties e R E 5 3 IE 2,800 - 2,800
Pledged deposits BEMFHR 10,150 - 10,150
Cash and cash equivalents BeRREZEED 152,837 - 152,837
At 31 December 2017 RZT—+F
+=-—A=+—H 366,930 60,600 427,530
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34. FINANCIAL INSTRUMENTS BY 34, ERETHNEMITE (&)
CATEGORY (CONTINUED)
Financial liabilities =R
Financial
liabilities at
amortised cost
RE RS ERH
sHmaes
RMB’000
ARETR
Trade and bills payables B ENFIERENEE 140,404
Amounts due to a related party FERT— & EEE 7 A 5
Financial liabilities included FPAEMENFIBEREARENCRAE
in other payables and accruals 15,026
Bank and other borrowings RITEREMEER 15,000
At 31 December 2017 RZB—+tF+A=+—H 170,435
2016 —E_as
Financial assets SMEE

Financial assets
Designated as

at fair value
Loans and through profit
receivables or loss Total
EE R
Rk BATERA
EWGHRIE EBRNeREE st
RMB’000 RMB’000 RMB’000
ARBTT ARBFT ARBTT
Financial assets designated as at fair &€ A1 A FEFT ABZH
value through profit or loss CREE - 173,852 173,852
Trade and bills receivables B 5 RYGRIE K R EE 130,337 - 130,337
Trust loan receivable JEWEFEE R 50,000 - 50,000
Financial assets included FTATBRRIE ke REAM
in prepayments, deposits EWRIBRN & REE
and other receivables 1,568 - 1,568
Amounts due from related parties e B E 5 BIE 3,002 = 3,002
Pledged deposits [REEEEPER /S 1,705 - 1,705
Cash and cash equivalents HeRReEEY 67,362 = 67,362
At 31 December 2016 RZE—XE+H
=+—H 253,974 173,852 427,826
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34. FINANCIAL INSTRUMENTS BY

CATEGORY (CONTINUED)

Financial liabilities

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

4. RERESHEHMTA (F)

TEEE

Financial liabilities
at amortised cost

RSN FI B Y

tmaE
RMB’000
AREF T
Trade and bills payables B S RN FIERENEE 92,767
Amounts due to a related party e — R BBE R 2,375
Financial liabilities included in FTAEMENKIERENFIEN SR EE
other payables and accruals 8,384
At 31 December 2016 RZEBE—ARF+-_A=+—H 103,526
Transfers of Financial Assets TREENEE
Transferred financial assets that are not derecognised in VYEPHAIBANCEESHEE

their entirety

At 31 December 2017, the Group endorsed certain bills receivable
accepted by banks in Mainland China (the "Endorsed Bills") with
a carrying amount of RMB101,048,000 (2016: RMB77,153,000)
to certain of its suppliers in order to settle the trade payables
due to such suppliers (the “Endorsement”). In the opinion of the
directors, the Group has retained the substantial risks and rewards,
which include default risks relating to such Endorsed Bills, and
accordingly, it continued to recognise the full carrying amounts
of the Endorsed Bills and the associated trade payables settled.
Subsequent to the Endorsement, the Group did not retain any
rights on the use of the Endorsed Bills, including the sale, transfer
or pledge of the Endorsed Bills to any other third parties. As at 31
December 2016, no trade payables settled by the Endorsed Bills
during the year have been recourse by the suppliers.

R_E—+E+-_A=+—H0 AEERELE
FiEEYECEPE RN S EIETER
WETREREER(EEEREK]) KAEA
AR¥101,048,0000 (ZE—RF: AR
77,153,000 ) " A B BN ZEHERNE
SEARE([ZEE]) - EERAE £5E
ERBERITPABREER BEFAEZER
HEEZREMEORRE MUt HEEEHER

EEZENEEERMEBEEENE SHEN
HE-RZBER AEEVEREFEFRAE S
EZENEMEN BERETANEME=R

HE BREIEHRCEEZBE-R_FT—RF
T-A=t—H FEHERHNBEEREEE

EBRFAMBRNESRMNREAE.
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34. FINANCIAL INSTRUMENTS BY
CATEGORY (CONTINUED)

Transfers of Financial Assets (Continued)

Transferred financial assets that are derecognised in
their entirety

At 31 December 2017, the Group endorsed certain bills receivable
accepted by banks in Mainland China (the “Derecognised Bills”)
to some of its suppliers in order to settle the trade payables
due to such suppliers with a carrying amount in aggregate of
RMB65,537,000 (2016:RMB92,472,000). The Derecognised Bills
had a maturity of one to six months at the end of the reporting
period. In accordance with the Law of Negotiable Instruments
in the PRC, the holders of the Derecognised Bills have a right
of recourse against the Group if the PRC banks default (the
“Continuing Involvement”). In the opinion of the directors, the
Group has transferred substantially all risks and rewards relating
to the Derecognised Bills. Accordingly, it has derecognised the full
carrying amounts of the Derecognised Bills and the associated
trade payables. The maximum exposure to loss from the Group's
Continuing Involvement in the Derecognised Bills and the
undiscounted cash flows to repurchase these Derecognised Bills
is equal to their carrying amounts. In the opinion of the directors,
the fair values of the Group’s Continuing Involvement in the
Derecognised Bills are not significant.

For the years ended 31 December 2017 and 2016, the Group
did not recognise any gain or loss on the date of transfer of the
Derecognised Bills. No gains or losses were recognised from the
Continuing Involvement, both during the years or cumulatively. The
endorsement has been made evenly throughout the years.
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35. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS

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

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

The fair values of financial assets designated as at fair value
through profit or loss require the directors to make estimates
about the expected future cash flows from future proceeds when
the investments mature and the fair values have been estimated
to be the principle plus estimated interest income. The directors
believe that the estimated fair values which are recorded in the
consolidated statement of financial position, and the related
changes in fair values, which are recorded in profit or loss, are
reasonable, and that they were the most appropriate values at the
end of reporting period.
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35. FAIR VALUE AND FAIR VALUE 3. R ITANATFERAFEER
HIERARCHY OF FINANCIAL (&)
INSTRUMENTS (CONTINUED)
Below is the significant unobservable input to the valuation of TXRBEAFEFAEZNcMEEMRER
financial assets designated as at fair value through profit or loss MEANTAEBRBAZSE ERANR-ZE—tF
together with a quantitative sensitivity analysis as at 31 December TZA=+T—BREEFREST:
2017:
Significant Sensitivity of fair
unobservable input Input value to the input
BEATAEEGASE BWAEE AT EHBARBNSRE
Financial assets designated  Estimated return rate 5.8% 2% increase (decrease) in estimated
as at fair value through return rate would result in
profit or loss increase (decrease) in fair value by
RMB203,000
BEARATEFAERN MerEHRx 5.8% mEE®E FA(TH®) 2% E
TREE NFEE I ORA) AR #203,0007T
Fair value hierarchy AFEER
The following tables illustrate the fair value measurement hierarchy TRAFAEESHRTEAN QA FEFEER:

of the Group’s financial instruments:

Assets measured at fair value: ERAFEFENEE:

As at 31 December 2017 R-ZE—tHF+=-A=+—H

Fair value measurement using

ATEHBER

Quoted

prices Significant Significant

in active observable unobservable

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

EEEME TEEN FUEEN

BERE EERAEE EZHARE
(%5—-%) (E=%) (B=8) @t
RMB’000 RMB’000 RMB’000 RMB’000
AR®TT AR%®TRn AR%Trn AR%TR

Financial assets designated as EEBRATEABER
at fair value through profit or loss: SREE:
Asset management agreement BEEENZ - - 60,600 60,600
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FAIR VALUE AND FAIR VALUE 3. TRTENAFERAFEER
HIERARCHY OF FINANCIAL (&)
INSTRUMENTS (CONTINUED)
Fair value hierarchy (Continued) AEEER (&)
As at 31 December 2016 RZT—RF+-_HA=+—H
Fair value measurement using
ATEERA
Quoted
prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
EEETS ABRE TABERH
DEHRE EEHAZE ZZHAEE
(F—#) (F=#) (B=4) #et
RMB’000 RMB’000 RMB’000 RMB’000
ARETE ARETR ARETRT ARETR
Financial assets designated as BEAEATETABER

at fair value through profit or loss: SREE:

Asset management agreement BEEEHE - - 173,852 173,852
During the year, there were no transfers of fair value measurements FA cRMEERSREEEF —RNE_R
between Level 1 and Level 2 and no transfers into or out of Level 3 ATEEABLEATFEFEEE ME=R
for both financial assets and financial liabilities (2016: Nil). TEEREASEL (ZZ—RF &) -
The Group did not have any financial liabilities measured at fair RZE—tFRZF—RF+ZA=+—8"
value as at 31 December 2017 and 2016. REBHFEIAARTFEFAENERAE:
FINANCIAL RISK MANAGEMENT 36. TRIAREEEERBE

OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise cash
and short term deposits. The main purpose of these financial
instruments is to raise finance for the Group’s operations. The
Group has various other financial assets and liabilities, such as
trade and other receivables and trade and other payables, which
arise directly from its operations.

The Group is exposed to foreign currency risk, credit risk and
liquidity risk. The Group’s senior management oversees the
management of these risks. The board of directors reviews and
agrees policies for managing each of these risks, which are
summarised below.

FEENIZCRTASEREREHER
ZEEMIANTIRZENABEARELE
FREZ AEEEEZEAMERMEENR
B WREEMEREENE S RYIGRIARE
i & W R IR DA K2 B 5 < 3R TR % EL At B 5 3K
b=

AEEAEINERR FERERRREE SR
- AEENEREREEEEZSARNERE
BR-BEFghaITREEESEEZSZRARD
B > WS XA -

KEFMEIER AT 2017F 3K
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(CONTINUED)

Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise from sales or purchases by operating units in currencies other
than the units' functional currencies. Approximately 5% (2016: 2%)
of the Group's sales were denominated in currencies other than
the functional currencies of the operating units making the sale,
whilst approximately 6% (2016: 3%) of costs were denominated in
currencies other than the units' functional currencies.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the
RMB exchange rate, with all other variables held constant, of
the Group's profit before tax (due to changes in the fair value of

monetary assets and liabilities).

36. cRIAMBEEEERBER (&)

S LB

AEEEHRHERAR - LERRAKES
MAEEEEAINERETHEXEER
EL - AERBEMEHEED L% (ZT—REF:
2% ) AETTHE K2 EM NI EEIASN
BEBETE BINEL6% (ZF—RF:3%)
MR A B AT RE BB IA SN B SHE

TRETNBEEHRMERMEERTFTTIER
BRAT AEERBMNEN (HEKEERA
BRRAFESEBABOBARBEZTNSIER
REEB G-

Increase/
Increase/ (decrease)
(decrease) in profit
in RMB rate before tax
ARMER RRBL AR R
EH (T #gm, Ghd)
RMB’000
ARBFT
2017 —E—tF
If US$ weakens against RMB HETRARMEERE -10% 1,842
If US$ strengthens against RMB HETAAREAER +10% (1,842)
2016 —E-RE
If US$ weakens against RMB fRETHARERE -10% 15
If US$ strengthens against RMB METHAREAE +10% (15)
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(CONTINUED)

Interest rate risk

The Group is also exposed to cash flow interest rate risk in relation
to variable-rate bank and other borrowings (note 23). Management
monitors the interest rate exposures and will consider hedging
significant interest rate exposures should the need arise.

The Group is also exposed to cash flow interest rate risk relates
to pledged bank deposits and bank balances carried at prevailing
market rates. However, such exposure is minimal to the Group as
these bank balances are all short-term in nature.

The Group’s cash flow interest rate risk is mainly concentrated on
the fluctuation of the interest rate as stipulated by the People’s
Bank of China arising from the Group’s RMB borrowings.

The sensitivity analysis below has been determined based on
the exposure to interest rates for variable-rate bank and other
borrowings, which is prepared assuming the amount of liability
outstanding at the end of the reporting period was outstanding for
the whole year.

For variable-rate bank and other borrowings, if the interest rates
had been 50 basis points higher and all other variables were
held constant, the Group’s profit after tax for the year ended
31 December 2017 would have decreased by approximately
RMB638,000 (2016: N/A).

B Ot SRR M EE
31 December 2017 —Z—+&F+-A=+—H

36. cRIEMBEEEERBER (HF)
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36. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk

The Group trades mainly with recognised and creditworthy third
parties. It is the Group’s policy that all customers who wish to
trade on credit terms are subject to credit verification procedures.
In addition, receivable balances are monitored on an ongoing
basis. For transactions that are not denominated in the functional
currency of the relevant operating unit, the Group does not offer
credit terms without the specific approval of senior management.

The credit risk of the Group’s other financial assets, which
comprise cash and cash equivalents, pledged short-term deposits,
an equity investment at fair value through profit or loss, other
receivables and amounts due from related parties, arises from
default of the counterparty, with a maximum exposure equal to the
carrying amounts of these instruments.

Since the Group trades only with recognised and creditworthy
third parties, there is no requirement for collateral. Concentrations
of credit risk are managed by customer/counterparty and by
geographical region. There are no significant concentrations of
credit risk within the Group as the customer bases of the Group’s
trade receivables are widely dispersed in different regions.

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in note 18 to
the financial statements.

Liquidity risk

The Group monitors its risk to a shortage of funds using a recurring
liquidity planning tool. This tool considers the maturity of both its
financial instruments and financial assets (e.g., trade receivables)

and projected cash flows from operations.

The Group's objective is to maintain a balance between continuity
of funding and flexibility through the use of bank loans.
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36. FINANCIAL RISK MANAGEMENT 36. cREMEEEZERBEEK (&)
OBJECTIVES AND POLICIES
(CONTINUED)
Liquidity risk (Continued) REBESER (&)
The maturity profile of the Group's financial liabilities as at each REREAH XEEBZEHNRTEFNIEE D
reporting date, based on the contractual undiscounted payments, MemaEMNRBEEROT:
is as follows:
31 December 2017 —EZ—+tF+=-ZHA=+—H
Within 1 year
—FR
RMB’000
AR®T R
Trade and bills payables B S RN FIERENEE 140,404
Amounts due to a related party B — R BEE R 5B 5
Financial liabilities included in FTAEMENRIEREAFIEN /A E
other payables and accruals 15,026
Interest-bearing bank and other borrowings AFERITREMEE 15,000
170,435
31 December 2016 —E-RE+=-A=+—8”
Within 1 year
—FR
RMB’000
ARBFT
Trade and bills payables B S ENFIERENEE 92,767
Amounts due to a related party B — R BE R B 2,375
Financial liabilities included in FTAEMENRIEREAFIEN /A E
other payables and accruals 8,384
103,526
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36. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and
to maintain a strong credit rating and healthy capital ratios in order
to support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue new
shares. The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31
December 2017 and 31 December 2016.

The Group monitors capital using a gearing ratio, which is total
debt to total shareholders’ equity. Total debt includes interesting
bank borrowings. Total shareholders’ equity comprises all
components of equity attributable to owners of the parent. The
Group’s policy is to maintain the gearing ratio at a reasonable level.
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NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS
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37. G RERERME

Changes in liabilities arising from financing AMETRHELENEEES
activities

Bank and
other loans
RITRHEMER
RMB’000
AR¥ TR
At 1 January 2017 RZZE—+tF—H—H -
Changes from financing cash flows MERSRES 15,000
At 31 December 2017 RZEB—+tF+=ZA=+—H 15,000

EVENTS AFTER THE REPORTING
PERIOD

On 9 January 2018, Yongsheng Dyeing entered into an asset
management agreements with SZ Sidaoke Investment and Ping
An Bank Shenzhen Branch pursuant to which Yongsheng Dyeing
agreed to participate in the asset management plan operated by
SZ Sidaoke Investment and to deposit an investment amount of
RMB60,000,000 into the designated custodian account in Ping An
Bank Shenzhen Branch. The term is six months from the date of
deposit, the expected rate of return is 6.3% per annum.

38. HEWREER

RZZ—NFE—ALA kEREHRZRIT
BENEERFZEBITFRIINDTILEEE
B Bt KRABERE28RYIMBE
BMEEEEMEETEANE YRFLRT
FINDITHEEABEARFEAREBAR
#60,000,0007T - HARR & B 7 A B BA#E 5T /< &
A TBEFLEHEA6.3% °
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38. EVENTS AFTER THE REPORTING 38. HEHEEE (&)

PERIOD (CONTINUED)

On 9 January 2018, Yongsheng Dyeing entered into asset
management agreements with Minsheng Wealth investment and
China Merchants Securities pursuant to which Yongsheng Dyeing
agreed to participate in the asset management plan operated by
Minsheng Wealth investment and to deposit an investment amount
of RMB20,000,000 into the designated custodian account. The
term is nine months from the date of deposit, the expected annual
rate of return is 7.1% per annum.

On 9 January 2018, the entrusted loan of RMB50,000,000 under
the First Entrusted Loan Agreement was repaid in full by China
Merchants Bank Hangzhou Xiaoshan Branch (“CMB Xiaoshan”)
to Yongsheng Dyeing. On 11 January 2018, Yongsheng Dyeing
entered into an entrusted loan agreement with CMB Xiaoshan,
pursuant to which Yongsheng Dyeing agree to entrust CMB
Xiaoshan with an amount of RMB50,000,000 for the purpose of
lending the same loan to an independent third party, Saintyear
Holding Co., Ltd. for a period of six months. The interest rate of
the entrusted loan is 6.5% per annum and the loan period is six
months.

On 15 March, 2018, Yongsheng Dyeing entered into an asset
management agreements with China Foreign Economy and
Trade Trust Co., Ltd( “FOTIC”) and The Beijing Chaowai Street
Sub-Branch of China Merchant Bank CO.,Ltd.(*CMB BJ CW”)
Sub-Branch, pursuant to which Yongsheng Dyeing agreed to
participate in the asset management plan operated by FOTIC
and to deposit an investment amount of RMB40,000,000 into
the designated custodian account in CMB BJ CW Sub-Branch.
The term is from the date of deposit to 23 November 2018, the
expected rate of return is 6.3% per annum.
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39. STATEMENT OF FINANCIAL POSITION OF  39. & "Ry BT B Ak e &
THE COMPANY

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

2017 2016
—ZE—tHF A
RMB’000 RMB’000
ARET AREFT
NON-CURRENT ASSETS IERBEE
Investments in subsidiaries RHTBRRINIEE 206,249 230,214
TOTAL NON-CURRENT ASSETS IR EELREE 206,249 230,214
CURRENT ASSETS MENEE
Prepayment, deposits and other receivables ~ FafI 5 E %4 &
H b fE 5K IE 172 141
Cash and cash equivalents BehReEEYD 3,239 3,251
TOTAL CURRENT ASSETS MEEEMREE 3,411 3,392
CURRENT LIABILITIES mEARE
Other payables, advances from HMENFIE BEFRERK
customers and accruals JEETRIA 284 1,017
Due to subsidiaries JE BT B A B FRIE 31,778 18,662
TOTAL CURRENT LIABILITIES MBI B ERRE 32,062 19,679
NET CURRENT LIABILITIES MENBEFE (28,651) (16,287)
TOTAL ASSETS LESS CURRENT LIABILITIES #&ERRE A& 177,598 213,927
NET ASSETS FEAE 177,598 213,927
EQUITY =
EQUITY ATTRIBUTABLE TO BRARHE AELER
OWNERS OF THE PARENT
Share capital & 3,173 3,165
Share premium B 17 5 (B 173,359 195,859
Other reserves HiFEE 1,066 14,903
TOTAL EQUITY I 4ARE 177,598 213,927
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39. STATEMENT OF FINANCIAL POSITION OF 39. KX R iR & (&)
THE COMPANY (CONTINUED)

Note: B 5
A summary of the Company’s reserves is as follows: AREHEENRENT
Foreign Equity-
currency settled
Share Share  Accumulated translation  arrangement
capital premium losses* reserve* reserve*  Total equity
HERE BiLE
& RO EE gitiE* M RERE  EREE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARETT ARETR ARETRT ARETR  ARETR

At 1 January 2016 RZZ-R"E-A—H 3,165 216,330 (13,171) 8,463 4,189 218,976
Loss for the year FREE - - (5,949) = = (5.949)
Other comprehensive income for the year: FRERRERA:
Exchange differences on BERNEBNELEE

tranglation of foreign operations - - - 13,546 - 13,646
Total comprehensive income for the year ENZAKALE - - (5,949) 13,546 = 7,597
Dividends paid to shareholders of the Company AR GRS KA - (20,471) = = = (20471)
Equity-settled share option arrangements RS B R - - - - 7,825 7,825

At 31 December 2016 and 1 January 2017 RZF-~E+ZA=+-Bk

“T—+5-f-H 3,165 195,859 (19,120) 22,009 12,014 213,927
Loss for the year FREE - - (4,070) = = (4,070)
Other comprehensive income for the year: FREBEALA:
Exchange differences on BRERNEBNELER
translation of foreign operations - - - (12,729) - (12,729)
Total comprehensive income for the year ERZAKALE - - (4,070) (12,729) - (16,799)
Dividends paid to shareholders of the Company AR AR E X TR & - (24,046) - - . (24,046)
Exercise of share options PR 8 1,546 - - (541) 1,013
Equity-settled share option arrangements gt E ER gL - - - - 3,503 3,503
At 31 December 2017 R-E—+%+-f=+-A 3,173 173,359 (23,190) 9,280 14,976 177,598
* These reserve accounts comprise the other reserves of * ZE R ERBEAR M B R KA HA
= : 7 (— T — S AE
RMB1,066,000 (2016: RMB(14,903,000)) in the statement R AR #51,086,0007C (=F =71 F - AR

14,903,000)7T ) °
of financial position of the Company. gl )7L

40. APPROVAL OF THE FINANCIAL 40. HEEBEHE
STATEMENTS
The financial statements were approved and authorised for issue MBRXER_F-\F=A=T AEESE
B R -

by the board of directors on 26 March 2018.
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HFEBERE

RESULTS E

For the year ended 31 December

BEY-RA=+-HLEE

Adjusted
2017 2016 2015 2014 2013
—E2-tF —ERF —E-0F —E-mF —E-=
RMB’000 RMB'000 RMB'000 RMB'000 RMB'000

ARBT ARBTE ARETT ARETT ARETE

Revenue from continuing operations 1388 & £ W& 647,811 580,651 491,165 486,361 1,767,423
Gross profit from continuing BELSEEREAR

operations 180,159 167,205 141,423 121,053 128,837
Operating profit mE R 121,563 111,632 83,346 75,949 86,732
Finance costs HMERAE (766) (1,350) (975) (3,018) (20,630)
Profit before tax BB AR 120,797 110,282 82,371 72,931 65,102
Income tax expense FrEasimx (22,347) (21,711) (18,578) (13,582) (16,577)
Profit from continuing operations & B i E T & £ %% F 98,450 88,571 63,793 59,349 48,525
Gain/(loss) for a discontinued RIEEEEBKE

operation (B#7) - - 363 (2,315) =
Profit for the year FRHEF 98,450 88,571 64,156 57,034 48,525
Attributable to: BAT RS R -
Shareholders of the Company ARAERRR 92,144 79,128 56,230 47,897 40,024
Non-controlling interests FERER 6,306 9,443 7,926 9,137 8,501
Earnings per share BRER
Basic (RMB cents per share) EX(BRARESD) 23.0 19.8 14.1 120 129
Diluted (RMB cents per share) B4 (BRAR¥SD) 227 19.7 14.0 12.0 12.9
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T FHMBEBE
ASSETS AND LIABILITIES EERAE
As at 31 December
R+=A=+-A
2017 2016 2015 2014 2013
= TRRE “Z-1% “TmE 2=
RMB’000 RMB’000 RMB’000 RMB'000 RMB’000
AR®TTT AREFTL ARETL ARETL ARBTL
Non-current assets ERBEE 266,514 188,299 182,954 179,863 178,423
Current assets RBEE 534,436 484533 363,716 368,784 545,028
Total assets BEE 800,950 672,832 546,670 548,647 723,451
Current liabilities hEBaE (217,143) (158,387) (110,970) (166,084) (368,178)
Non-current liabilities kRBaE (18,950) (17,232) (15,608) (12,325) (38,132)
Total liabilities EELE (236,093) (175,619) (126,578) (178,409) (406,310)
EQUITY v
Equity attributable to AARIRREGER
shareholders of the Company 518,806 448,068 381,470 339,942 292,507
Non-controling interests s 46,051 49,145 38,622 30,296 24,634
Total equity EneE 564,857 497,213 420,092 370,238 317,141

1 80 Yongsheng Advanced Materials Company Limited Annual Report 2017






	Cover
	Content
	Financial Highlights
	Corporate Information
	Group Structure
	Chairman’s Statement
	Business Review
	Financial Review
	Directors and Senior Management
	Corporate Governance Report
	Report of the Directors
	Independent Auditor’s Report
	Consolidated Statement of Profit or Loss and Other Comprehensive Income
	Consolidated Statement of Financial Position
	Consolidated Statement of Changes in Equity
	Consolidated Statement of Cash Flows
	Notes to the Consolidated Financial Statements
	Five-year Financial Summary
	Back Cover

