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CHAIRMAN’'S STATEMENT
EEHE

RESULTS

The domestic textile industry experienced fierce competition in the
Year. Customers demanded for diverse and differentiated products.
Besides, the Chinese government stepped up enforcement of
environmental protection laws, which posed tremendous pressure on
dyeing and printing industry players. Some of them had to suspend
operation to rectify non-compliance with the environmental protection
law and some even had to shut down, and as a result, orders
fluctuated for a period of time. This difficult operating environment,
while testing for small and medium enterprises under the adverse
condition, actually worked in favour of large scale enterprises. Price of
production overhead kept high such as the prices of the raw materials
of cotton and coal increased significantly. Meanwhile, as the cotton
textile market remained very competitive, the Group changed to the
chemical fiber textile market during the Year. However, the average
selling price of the chemical fiber textile products was much lower
than the average selling price of the cotton textile products. In long
run, the gross profit margin of the chemical fiber textile products will
be better than the gross profit margin of the cotton textile products
when the production improved from infant stage to growth stage and
the Group could explore higher market niche.

Under these unfavourable market conditions, the Group recorded
revenue of approximately RMB271.9 million for the Year, representing
a decrease of approximately 65.2% on a year-on-year basis, and
the gross loss margin of the Group’s products was approximately
6.1%, representing a decrease of approximately 3.4% points over
the previous year. Loss attributable to owners of the Company for
the Year increased significantly from loss of approximately RMB331.0
million in 2016 to loss of approximately RMB732.8 million in 2017,
representing increase of approximately 121.4% over the previous
year. Loss per share also increased from loss of RMB21.70 cents in
2016 to loss of RMB47.27 cents per share in 2017, representing an
increase of approximately 117.8% as compared with the last year,
which was mainly attributable to the substantial increase in general
and administrative expenses resulted from impairments made. Sales of
fabrics decreased significantly from approximately RMB447.7 million
for the year 2016 to approximately RMB271.9 million for the Year.
During the Year, the Group reviewed the operations and changed
the strategies regularly to strive for survival and look for opportunities
to break through the worsening situation. In the future, the Group
will continue to enhance the competitive strength and innovation,
improve the value added products, upgrade the fabric products and
look for breakthrough, continuously extend the channels to improve
the profitability.
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OUTLOOK

Looking forward to 2018, despite all the challenges faced by the
industry such as uncertainties around the growth of the global
economy, lackluster demand in the textile product market, rising
production overhead and shortage in quality cotton supply, the
Chinese textile product and apparel industry are well posed to
maintain an overall stable operation. Specifically, mild recovery is in
sight for the European and U.S. economy, while growth-stabilizing
policies, especially the advancement of supply-side structural
reform, will lend support for the People’s Republic of China (the
"PRC") economy to maintain growth within the reasonable range.
The general trend of steady growth in domestic consumption will
also provide primary market support for development of the textile
industry. The implementation of measures to stabilize foreign trades
will improve the resistance of Chinese textile enterprises to market
pressure, and maintain stable performance in exports. Meanwhile,
the steady national cotton reserve auction will stabilise the effective
supply of cotton raw materials, narrowing the gap between domestic
and overseas cotton prices as compared to the previous years, and
help to strengthen the export competitiveness of the Chinese textile
enterprises.

In 2017, the Group faced difficulties and meet the challenges of all
adverse factors including sluggish demand for the textile products;
rising cost of production and operating expenses; problem of
recoverability of the receivables; and strategic management of the
products segment and mixture. Looking forward to 2018, the textile
industry is expected to continuously face challenges and uncertainties.
The Group will still focus on the revenue generating segments such
as production and sales of chemical fiber textile products and diversify
the existing fabric product series to improve the profitability of the
Group.
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CORPORATE INFORMATION
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BOARD OF DIRECTORS
Executive directors
Mr. Li Dongfan

(Chairman appointed on 17 April 2018)
Mr. Tao Tao
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(Vice chairman appointed on 17 April 2018)

Mr. Lin Qingxiong (Chairman resigned on 17 April 2018
but still as an executive director)

Ms. Li Jia Yin (Appointed on 29 March 2018)

Mr. Qiu Zhigiang (Resigned on 17 April 2018)

Mr. Deng Qinghui (Resigned on 5 March 2018)

Mr. Yeung Wing Nam (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)

Independent non-executive directors
Mr. Chan Sui Wa
Mr. Yu Yubin (Resigned on 5 March 2018)
Mr. Ma Chonggi (Resigned on 5 March 2018)
Mr. Tam On Yu, Alfred (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)
Mr. Lo Pak Ho (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)
Mr. Wu Jianxiong (Appointed on 29 March 2018)
Mr. Liu Shungang (Appointed on 29 March 2018)

AUDIT COMMITTEE

Mr. Chan Sui Wa (Chairman)

Mr. Yu Yubin (Resigned on 5 March 2018)

Mr. Ma Chonggi (Resigned on 5 March 2018)

Mr. Tam On Yu, Alfred (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)

Mr. Lo Pak Ho (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)
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Mr. Wu Jianxiong (Appointed on 29 March 2018)
Mr. Liu Shungang (Appointed on 29 March 2018)

REMUNERATION COMMITTEE

Mr. Liu Shungang (Chairman appointed on 29 March 2018)
Mr. Ma Chonggi (Resigned on 5 March 2018)

Mr. Chan Sui Wa BRI IE S A
Mr. Yu Yubin (Resigned on 5 March 2018) BIEORAEE(R - NF=ZA N AET)

Mr. Tam On Yu, Alfred (Appointed on 5 March 2018, AKREFERERE-NF=ZALBAEEE -

tendered resignation on 29 March 2018

but approved by the Board on 3 April 2018)
Mr. Lo Pak Ho (Appointed on 5 March 2018,

tendered resignation on 29 March 2018

but approved by the Board on 3 April 2018)
Mr. Wu Jianxiong (Appointed on 29 March 2018)
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NOMINATION COMMITTEE

Mr. Wu Jianxiong (Chairman appointed on 17 April 2018)

Mr. Yu Yubin (Resigned on 5 March 2018)

Mr. Ma Chonggqi (Resigned on 5 March 2018)

Mr. Chan Sui Wa

Mr. Tam On Yu, Alfred (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)

Mr. Lo Pak Ho (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)

Mr. Lin Qingxiong (Appointed on 29 March 2018 and
resigned on 17 April 2018)

Mr. Qiu Zhigiang (Appointed on 29 March 2018 and
resigned on 17 April 2018)

Mr. Liu Shungang (Appointed on 17 April 2018)

REGULATORY COMPLIANCE COMMITTEE
Ms. Li Jia Yin (Chairlady appointed on 17 April 2018)

Mr. Qiu Zhigiang (Resigned on 18 April 2018)

Mr. Deng Qinghui (Resigned on 5 March 2018)

Mr. Wu Jianxiong (Appointed on 17 April 2018)

Mr. Siu Kai Chun

COMPANY SECRETARY
Mr. Siu Kai Chun (FCPA, FCCA, FCA)

AUTHORISED REPRESENTATIVES

Mr. Qiu Zhigiang (Resigned on 17 April 2018)

Mr. Li Dongfan (Appointed on 17 April 2018)

Ms. Li Jia Yin (Alternate to Mr. Li Dongfan)
(Appointed on 17 April 2018)

Mr. Siu Kai Chun

AUDITOR

Zhonghui Anda CPA Limited
Certified Public Accountants
Unit 701, 7/F, Citicorp Centre
18 Whitfield Road

Causeway Bay

Hong Kong

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Bank of Communications

Bank of Quanzhou

China Merchants Bank, Quanzhou Shishi Branch
Nanyang Commercial Bank, Limited

Rural Commercial Bank of Shishi

Standard Chartered Bank (Hong Kong) Limited
Wing Lung Bank
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REGISTERED OFFICE
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

HEADQUARTERS IN CHINA
Wubao Science and Technology Park
Hongshan Town

Shishi City

Fujian

China

PLACE OF BUSINESS IN HONG KONG
Unit 02, 15th Floor

Convention Plaza Office Tower

1 Harbour Road

Wanchai

Hong Kong

PRINCIPAL SHARE REGISTRAR
Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR

Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

COMPANY'’S WEBSITE

www.texitm.com

STOCK CODE
The Stock Exchange of Hong Kong Limited: 1400
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERVIEW

During the Year, the Group recorded revenue of approximately
RMB271.9 million, representing a decrease of approximately 65.2%
as compared with the last year, and loss attributable to owners of the
Company increased from loss of approximately RMB331.0 million in
2016 to loss of approximately RMB732.8 million in 2017, representing
an increase of approximately 121.4% as compared with last year.
The decrease in revenue was mainly attributable to the termination of
sales and manufacturing of yarns and PEI trading businesses for the
purpose of focusing on the fabric business. The increase in net loss
attributable to owners of the Company was mainly due to impairment
loss of inventories of approximately RMB1.5 million, impairment of
trade receivables of approximately RMB445.5 million, impairment of
prepayments of approximately RMB104.6 million.

INDUSTRY REVIEW

During the Year, the PRC economy was at the stage of transformation
with structural adjustment, showing increasing downward pressure.
The growth of GDP for the year was only 6.9%. Negatively affected
by the macro economy, the Chinese textile industry was also under
growing pressure, featuring a shift in growth drivers, continuous
adjustments and an overall stable performance.

According to the statistics released by the China Cotton Textile
Association, the production volume of the yarns increased by 5.6% to
approximately 40.50 million tonnes in 2017 whereas the production
volume of fabrics decreased by 1.2% to approximately 69.56 billion
meters in 2017. This demonstrated a slowing down production
volume of textile products in 2017 mainly because of sluggish
demand from the garment manufacturing customers.

In terms of the raw materials, as the cotton policy has been reformed
by the PRC government drove cotton prices being increasingly
market-oriented and narrowed the gap between domestic and
overseas prices, coupled with the growth in end-user spending,
cotton prices showed an improving trend. According to the Cotton
A Index, the average price for cotton in China during the Year was
approximately RMB16,218 per ton, representing a year-on-year
increase of approximately 2.2%. Overseas cotton prices also increased
due to stronger demand. The average global market price for cotton,
according to the Cotlook A Index, was approximately US$83.52 cents
per pound, representing a year-on-year increase of approximately
10.4%. In the long run, the narrowing gap between domestic and
overseas cotton prices will help improve the overall competitiveness of
China’s exporting textile manufacturing industry.
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MANAGEMENT DISCUSSION AND ANALYSIS &2 /=

BUSINESS REVIEW

During 2017, as the domestic cotton price was on a decline path due
to weak recovery of the global economy, sluggish textile demand and
impact from imported textile products, the selling price of China’s
textile products decreased accordingly, narrowing down the gross
profit margin of textile products of the Group.

Revenue of the Group mainly comprises sales of grey and dyed
garment fabrics. During the Year, fabrics continued to be the only
product of the Group, which contributed to 100.0% of the Group's
total revenue for the Year, amounting to approximately RMB271.9
million, representing a decrease of approximately 65.2% when
compared to the revenue of last year. The Group’s production
capacities were similar to the last year’s level whereas the utilisation
rate decreased given the decreasing of sales volume. For the year
ended 31 December 2017, the production of yarn was hindered by
the staged market demand and no revenue was derived from yarn
for internal transfer of all yarn products as part of raw materials to
manufacture the fabrics products.

The Group changed the nature of textile products from cotton textile
to chemical fiber textile. The average selling price of fabrics decreased
by approximately 45.7% to RMB7.6 per meter (2016: RMB14.0 per
meter) when compared with the last year. The average unit cost of
fabrics decreased significantly from RMB13.99 per meter for the year
ended 31 December 2016 to RMB8.06 per meters representing a
decrease of 42.4% for the year ended 31 December 2017. The gross
loss margin for the year ended 31 December 2017 increased from
gross loss margin 2.7% in 2016 to gross loss margin of 6.1% in 2017
because of greater decrease in selling price despite of decrease of
costs.

Increase in general and administrative expenses was outweighed by
decrease in selling and distribution expenses pulled loss attributable to
the owners of the Company further decrease to loss of approximately
RMB732.8 million for the year ended 31 December 2017 from loss
of approximately RMB331.0 million for the year ended 31 December
2016. Significant increase in general and administrative expenses was
mainly due to impairment loss of inventories of approximately RMB1.5
million, impairment of prepayments of approximately RMB104.6
million and impairment of trade receivables of approximately
RMB445.5 million for the Year.
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MANAGEMENT DISCUSSION AND ANALYSIS BIBBiI:h R 04T

PROPOSED VERY SUBSTANTIAL ACQUISITION

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

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

The Acquisition constitutes a very substantial acquisition, a connected
transaction and a reverse takeover involving a new listing application
to the Company, as such, the Completion is subject to certain
conditions precedent including the approval of deemed new listing
of the Group including the Target Group and the approval from
the independent shareholders of the Company. For details of the
Acquisition, please refer to the announcements of the Company
dated 26 November 2016, 26 January 2017, 13 March 2017,
21 March 2017, 3 April 2017, 2 May 2017, 2 June 2017, 30 June
2017, 31 July 2017, 31 August 2017, 29 September 2017, 31
October 2017, 30 November 2017, 29 December 2017, 29 January
2018 and 28 February 2018.

On 3 April 2018, the Company released an announcement related to
termination of agreement in relation to very substantial acquisition
and connected transaction. As a result of the termination, no further
follow-up actions will be made for the subsequent procedures of the
take-over transactions.
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PROSPECT

This is still a fierce competition in the PRC’s textile industry, yet the
market is immense and highly fragmented. A number of players in
the textile industry are consolidated with survival of relatively strong
competitive manufacturers in the industry. In 2018, the Group will
remain focusing on extending its reach into domestic market, retain
the existing market presence and step forward to the overseas
trading market. The Group is more determined than ever to enhance
its profitability to optimising the existing product portfolio and
developing new invented and improved quality products that meet
market demand.

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

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

FINANCIAL REVIEW

Turnover

The Group’s revenue decreased by 65.2% from approximately
RMB780.3 million for the year ended 31 December 2016 to
approximately RMB271.9 million for the year ended 31 December
2017. Such decrease in the revenue was mainly due to following
factors:

(i) revenue of our fabrics products decreased from approximately
RMB447.7 million in 2016 to approximately RMB271.9 million
in 2017. Such decrease in the revenue of our fabric products
was primarily due to decline in the average selling price from
around RMB14.0 per meter in 2016 to RMB7.6 per meter in
2017 mainly due to change of textile products from cotton in
nature to chemical fiber in nature, which the latter has lower
selling price;

(i) yarn business was terminated in 2017 as the business was
unprofitable during the years of 2017 and 2016; and

(i)  The Group has suspended the trading of PEl products

since 2017 because the recoverability of the balance as at

31 December 2016 was very low.
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MANAGEMENT DISCUSSION AND ANALYSIS BEIBBs1in R 24T

Cost of sales

The cost of sales decreased to approximately RMB288.5 million for
the year ended 31 December 2017 from approximately RMB801.2
million for the year ended 31 December 2016, mainly due to less raw
materials and consumables used for decline in sales volume.

Gross loss and gross loss margin

The decrease in gross loss by 20.2% from approximately gross loss of
RMB20.8 million for the year ended 31 December 2016 to gross loss
of approximately RMB16.6 million for the year ended 31 December
2017 was mainly due to decrease in revenue.

The Group changed the nature of textile products from cotton textile
to chemical fiber textile. The average selling price of fabrics decreased
by approximately 45.7% to RMB7.6 per meter (2016: RMB14.0 per
meter) when compared with the last year. The average unit cost of
fabrics decreased significantly from RMB13.99 per meter for the year
ended 31 December 2016 to RMB8.06 per meters representing a
decrease of 42.4% for the year ended 31 December 2017. The gross
loss margin for the year ended 31 December 2017 increased from
gross loss margin 2.7% in 2016 to gross loss margin of 6.1% in 2017
because of greater decrease in selling price despite of decrease of
costs.

Selling and distribution expenses

The decrease in selling and distribution expenses by 52.3% from
approximately RMB4.4 million for the year ended 31 December 2016
to approximately RMB2.1 million for the year ended 31 December
2017 was in line with decrease in revenue.

General and administrative expenses

The significant increase in general and administrative expenses by
194.0% from approximately RMB211.5 million for the year ended
31 December 2016 to approximately RMB621.8 million for the
year ended 31 December 2017 was mainly due to impairment of
inventories of approximately RMB1.5 million, impairment of trade
receivables of approximately RMB445.5 million, and impairment of
prepayments of approximately RMB104.6 million were made during
the Year.

A provision of RMB445.5 million based on the provision policies for
trade receivable of the Group, being provision for long outstanding
with no settlement up to the date of this report.

The management made effort to collect the prepayments but
unsuccessful, so full provision of approximately RMB104.6 million was
made for such prepayment amount.
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MANAGEMENT DISCUSSION AND ANALYSIS BB Bl R 24T

Other income

Decrease in other income by 25.9% from approximately RMB11.2
million for the year ended 31 December 2016 to approximately
RMB8.3 million for the year ended 31 December 2017 was mainly due
to decrease of net foreign exchange gain of approximately RMB7.4
million.

Other losses
Decrease in other losses from approximately RMB9.8 million for the
year ended 31 December 2016 to approximately RMBO0.2 million for
the year ended 31 December 2017 was mainly due to decrease in net
loss of disposal of property, plant and equipment of approximately
RMB9.5 million.

Finance costs

The increase in finance costs by 8.6% from approximately RMB49.1
million for the year ended 31 December 2016 to approximately
RMB53.3 million for the year ended 31 December 2017 was mainly
due to increase in the average balance of borrowings in order to meet
our needs of working capital.

Share of loss of investment accounted for using
equity method

By application of equity method, the Group incurred a share of loss
of investment in an associate of approximately RMB15.4 million with
comparison of approximately RMB3.1 million for the year ended
31 December 2016, the increase in loss was mainly due to poor
market demand for the associate’s products.

Income tax (expense)/credit

The Group's income tax expense increased by 290.4% to income tax
expense of approximately RMB31.8 million in 2017 from tax credit of
approximately RMB16.7 million in 2016. The increase was mainly due
to derecognition of deferred tax assets of approximately RMB31.3
million.

Leasehold land, property, plant and equipment

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

WANG TAI HOLDINGS LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS BEIBBs1in R 24T

Inventories

Increase in inventories by 4.6% from approximately RMB49.9 million
as at 31 December 2016 to approximately RMB52.2 million as at
31 December 2017 was mainly due to increase of finished goods
inventories by approximately RMB15.2 million for preparation of
higher sales in the early 2018.

Trade and other receivables and prepayments
Decrease in trade and other receivables significantly from
approximately RMB686.2 million as at 31 December 2016 to
approximately RMB225.8 million as at 31 December 2017 was mainly
due to increase in allowance for trade receivables by approximately
RMB445.5 million and increase in allowance for prepayments by
approximately RMB104.6 million for the year 2017.

The Group has made provision for those trade and bills receivables of
approximately RMB445.5 million which are past due/or in default of
payments. Such impaired amounts were directly made against trade
receivables when there was no expectation of recovering any amount.

The Group has also made provision for prepayment to suppliers for
purchase of raw materials of approximately RMB104.6 million which
are past due/or in default of receivables. Such impaired amounts were
also directly made against the prepayment to suppliers for purchase
of raw materials when there was no expectation of recovering any
amount.

Cash flows

Net cash used in operating activities amounted to approximately
RMB173.6 million, mainly resulted from the net decrease of
trade and other receivables amounted to approximately RMB90.7
million, together with the decrease in trade and other payables of
approximately RMB23.2 million and the effect of loss before taxation
of approximately RMB701.0 million.

Net cash used in investing activities amounting to approximately
RMB176,000, mainly resulted from purchase of property, plant and
equipment of approximately RMB4.1 million which was partially
offset by the proceed from disposal of property, plant and equipment
RMB3.8 million.
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MANAGEMENT DISCUSSION AND ANALYSIS BB Bl R 24T

Net cash generated from financing activities amounted to
approximately RMB171.0 million which was mainly attributable
to proceeds from borrowings of approximately RMB384.3 million
which was partially offset by the repayments from borrowings
of approximately RMB208.4 million and interest payment of
approximately RMB26.0 million.

Liquidities and financial resources

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

The Group adopts a prudent cash and financial management policy.
In order to achieve better cost control and minimize the cost of funds,
the Group’s treasury activities and cash and cash equivalents are
generally deposited with certain financial institutions such as banks
denominated mostly in Renminbi and Hong Kong dollars.
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Net current assets and working capital
The following table sets forth our current assets, current liabilities,
current ratio, quick ratio, gearing ratio and debt to equity ratio as at

31 December 2017:

MANAGEMENT DISCUSSION AND ANALYSIS BEIBBs1in R 24T

TRV -_ZE—F+-_A=T—HBEFHRY
BE  RDEME - RBLEF - BFLEX - RmAE

R R EERA L &

As at 31 December

R+=B=+—8
2017 2016
—E—tF ZE—RF
RMB’000 RMB’'000
AREET T AREFIT
Current assets REEE
Inventories 558 52,213 49,937
Trade and other receivables and B 5 RHEMEWFTE R
prepayments T EIE 225,825 686,189
Amount due from an associate FEURES & N B FB 7,290 -
Bank and cash balances RTINS EH 1,254 4,082
Restricted bank deposits SERFIERITIER = 20,960
Total current assets RENEELEE 286,582 761,168
Current liabilities REBEE
Borrowings B 438,324 261,609
Trade and other payables E 5 REMERFIE 162,806 149,618
Current income tax liabilities BIHAFR SR & E - 986
Total current liabilities REEEREE 601,130 412,213
Net current (liabilities)/assets FE(aE), BERE (314,548) 348,955
Current ratio FENLL = 47.67% 184.7%
Quick ratio HEELL = 39.00% 172.5%
Gearing ratio ERaEE N/A TEA 89.4%
Debt to equity ratio BRRALLZE N/A REA 85.2%

%t?@ﬂﬁﬁﬂﬁﬁz 15

2017 FE R



MANAGEMENT DISCUSSION AND ANALYSIS BB Bl R 24T

Borrowings
Particulars of borrowings of the Company and the Group as at
31 December 2017 are set out in note 24 to this report.

Pledge of assets

As at 31 December 2017, the Group’s land use rights and buildings,
machinery and equipment with an aggregate net book value of
approximately RMB245.2 million were pledged to secure banking
facilities for purposes of working capital and purchases of fixed assets
for the Group (as at 31 December 2016: approximately RMB265.7
million).

Paid in capital
The total number of issued shares of the Company was kept at
1,550,000,000 as at the date of this report.

Foreign exchange risk

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

Contingent liabilities

The Group did not have any material contingent liabilities as at
31 December 2017, except for disclosed under the heading of
“Significant events after the reporting period”.

Significant investment, material acquisitions and
disposal of subsidiaries and associated companies
The Group did not have any material investment, acquisitions and
disposal of subsidiaries and associated companies during the year
2017.

USE OF PROCEEDS AND EXPANSION PLAN

From 25 April 2014 (the “Listing Date") to the date of this report,
the Group has been following the pattern of application of the net
proceeds as described in the prospectus of the Company dated 10
April 2014 (the “Prospectus”). In addition, the Group does not intend
to change its expansion plan as described in the Prospectus save as
the reschedule of the second phase of Hubei Production Facilities. As
at 31 December 2017, all net proceeds have been utilised.

During the year ended 31 December 2017, all net proceeds from
the placing new shares under general mandate with reference to the
announcements of the Company dated 17 May 2015 and 17 August
2015 have been utilised. Details in relation to the applications were
disclosed in the annual report dated 31 March 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS EIBEiTsh R o

WEMENEAEE
(a) PR EABBERRS R L

SIGNIFICANT EVENTS AFTER THE REPORTING
PERIOD
(@) Very substantial acquisition and takeover

involving a new listing application

On 28 February 2018, the Company published an
announcement in relation to, among other things, a very
substantial acquisition and connected transaction and a
proposed reverse takeover involving a new listing application
and a whitewash waiver application. The Company published
that the new listing application process has been postponed and
the Purchaser and Vendor A have agreed to extend the time for
(i) submitting the new listing application from a date falling on
or before 31 March 2018 (or such other date as may be agreed
by the Purchaser and Vendor A) and (ii) issuing and despatching
the Circular in accordance with the requirements under the
Listing Rules and the Takeovers Code on or before 30 June
2018 (or such other date as may be agreed by the Purchaser
and Vendor A). For details, please refer to the announcements
of the Company dated 26 November 2016, 26 January 2017,
13 March 2017, 21 March 2017, 3 April 2017, 2 May 2017,
2 June 2017, 30 June 2017, 31 July 2017, 31 August 2017,
29 September 2017, 31 October 2017, 30 November 2017,
29 December 2017, 29 January 2018, and 28 February 2018.

On 3 April 2018, the Company released an announcement
related to termination of agreement in relation to very
substantial acquisition and connected transaction. As a result of
the termination, no further follow-up actions will be made for
the subsequent procedures of the take-over transactions.
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(b)

18

Demand for repayment of borrowings

On 16 January 2018, the Company received demand from Bank
of China (Hong Kong) Limited for the repayment to Import
Invoice Finance granted under the general banking facilities
letter, with its principal amount of approximately US$423,000,
interest payable as at 10 January 2018 of approximately
US$5,000, and further interest accrued from 11 January
2018 to the date of payment at its rate of 10.5% per annum
which subject to fluctuation. Up to the date of this report,
the Company has settled certain amount and the outstanding
amount becomes approximately HK$1.85 million of which the
Company has agreed with Bank of China (Hong Kong) Limited
to settle by instalments in the forthcoming three months until
June 2018.

On 29 January 2018, the Company received demand
from PC Securities Limited, the bondholder, in respect of
repayment of the debt or secure or compound for it to the PC
Securities Limited's satisfaction, with its principal amount of
HK$84,000,000 and interest of approximately HK$2,980,000.
With respect to the default of the aforesaid bond, another bond
with its principal amount of HK$57,900,000 is regarded as cross
default, PC Securities also demands the Company to repay it
immediately.

On 13 February 2018, the Company received demand from
Zhang Hua, the bondholder, in respect of repayment of the
bond principal of HK$27,000,000, interest payable from
28 December 2017 to 9 January 2018 of approximately
HK$192,000 and daily default interest of approximately
HK$13,000 payable until repayment.

On 13 February 2018, the Company received final demand from
Well Honour Investment (Group) Limited, the bondholder, in
respect of repayment of the bond principal of HK$430,000, or
otherwise legal actions will be taken.

On 18 April 2018, the Company has reached a settlement
agreement with Zhang Hua, the bondholder, to make a
repayment schedule of the outstanding bond principal of
HK$27,000,000 with the corresponding interest.

On 19 April 2018, the Company has signed a settlement
deed with PC Securities Limited, the bondholder, to make
a repayment schedule of the outstanding two bonds with
principal amount of HK$84,000,000 and HK$57,900,000
respectively with the corresponding interest.
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(c)

(d)

MANAGEMENT DISCUSSION AND ANALYSIS EIE[E

Winding up petition against the Company

As disclosed in the announcement of the Company dated 8 and
9 March 2018 in relation to winding up petition against the
Company, on 5 March 2018, the Company received a petition
(the "Petition”) entitled HCCW56/2018 presented by PC
Securities Limited (the “Petitioner”) to the High Court of Hong
Kong S.A.R. for winding up of the Company and the hearing
of the Petition is fixed for 9 May 2018 before a Master in
Court. The Petitioner claimed to be the holder of a bond for the
principal amount of HK$84,000,000 with coupons 7% issued
by the Company on 28 January 2015 (the “Bond”). However,
according to the register kept by the Registrar, the Bank of New
York Depository (Nominees) Limited, the Petitioner is not the
registered holder of the Bond. The Company is now making
enquiry of the locus standi of the Petitioner and seeking legal
advice on the matter.

The Company made an announcement on 19 April 2018,
Hongtai Group (Int’'l) Holding Limited, a wholly-owned
subsidiary of the Company and the Petitioner entered into a
settlement deed to settle HK$92,600,306.38 by instalments
with further interests. Upon signing of the settlement deed and
following the receipt of the cheques and cashier orders required
in the settlement deed and the clearance of the cheque/
cashier orders for the first instalment payment, the Petitioner
shall enter a Consent Summons to seek leave from the Court
to have the Petition withdrawn. For details, please refer to an
announcement dated 19 April 2018.

Issue of bond

From the year end date of 31 December 2017 to the date of
annual report, the Company issued corporate bonds amounted
to approximately HK$35.0 million for the raising of working
capital purpose.

(o)

(d)
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MANAGEMENT DISCUSSION AND ANALYSIS &2 /=

ANNUAL GENERAL MEETING (THE “"AGM")

The AGM will be held on 30 May 2018 and a notice convening the
AGM will be published and dispatched in the manner as required by
the Rules Governing the Listing of Securities on the Stock Exchange
(the “Listing Rules”) in due course.

HUMAN RESOURCES

As at 31 December 2017, the Group had a total workforce of 455
(as at 31 December 2016: 516). The Group successfully follows
a higher ratio of the number of operating staff to the number of
machines to scale down the total workforce. New employees were
recruited to cater for the Group’s business expansion during the
year. The Group offers its staff competitive remuneration schemes.
In addition, discretionary bonuses and share options may also be
granted to eligible staff based on individual and Group's performance.
The Group is committed to nurturing a learning and sharing culture
in the organization. Heavy emphasis is placed on the training and
development of individual staff and team building, as the Group’s
success is dependent on the contribution of all functional divisions
comprising skilled and motivated staff.

DIVIDEND POLICY

The Board has resolved not to recommend the payment of any final
dividend for the year ended 31 December 2017 (2016: Nil). As there is
no interim dividend payable during the year, there will be no dividend
distribution for the whole year of 2017.

PURCHASE, SALE AND REDEMPTION OF THE
LISTED SECURITIES OF THE COMPANY

There was no purchase, sale or redemption of the Company’s shares
by the Company or its subsidiaries during the Year.

CORPORATE GOVERNANCE

The Company was committed to maintaining high level of corporate
governance and has steered its development and protected the
interests of its shareholders in an enlightened and open manner.
The Board comprises four executive Directors and three independent
non- executive Directors. The Board has adopted the code provisions
of the Corporate Governance Code (the “Code Provisions”) set out
in Appendix 14 to the Listing Rules. Throughout the year 2017, the
Company had complied with the Code Provisions.
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MANAGEMENT DISCUSSION AND ANALYSIS EIE[E

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its own code of conduct for dealing
in securities of the Company by the Directors. After specific enquiry
made by the Company, all of the Directors confirmed that they had
complied with the required standards set out in the Model Code and
the Company’s code of conduct regarding the Directors’ securities
transactions throughout the Year.

AUDIT COMMITTEE

The Audit Committee, comprising of the independent non-executive
Directors, has reviewed the Group’s audited consolidated financial
statements for the year ended 31 December 2017 and discussed
with the management of the Company the accounting principles and
accounting standards adopted by the Group and matters relating to
risk management and internal control systems and financial reporting
of the Group.

CLOSURE OF REGISTERED MEMBERS

In order to determine the entitlement to attend the AGM, the register
of members of the Company will be closed from 25 May 2018 to 30
May 2018 (both days inclusive), during which period no transfer of
Shares can be registered. In order to qualify for attending the AGM,
all transfer of Shares accompanied by the relevant share certificates
must be 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 for registration by not later than
4:30 p.m. on 24 May 2018.

ACKNOWLEDGEMENT

The Directors would like to take this opportunity to express our
sincere thanks to all the shareholders and business associates for
their continuous support and the entire staff for their dedication and
contribution to the Group during the Year.
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CORPORATE GOVERNANCE REPORT

ERERME

The Company has adopted the Corporate Governance Code (the
“CG Code") contained in Appendix 14 to the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (the “Listing Rules”) as its own code of corporate
governance. The manner in which the principles and code provisions
in the CG Code are applied and implemented during the year ended
31 December 2017 and up to the date of this annual report (the
“Period”) is explained in this Corporate Governance Report.

CORPORATE GOVERNANCE

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

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

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

The Company will, from time to time, review and enhance its
corporate governance practices to ensure that these continue to meet
the requirements of the CG Code.
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CORPORATE GOVERNANCE REPORT ¥ B8 %

DIRECTORS’ SECURITIES TRANSACTIONS

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

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

THE BOARD OF DIRECTORS

Responsibilities

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

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

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

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

Executive Directors:
Mr. LI Dongfan (Chairman)
Mr. TAO Tao (Vice chairman)
Mr. LIN Qingxiong

Ms. LI Jia Yin

Independent non-executive Directors:
Mr. CHAN Sui Wa
Mr. LIU Shungang
Mr. WU Jianxiong

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

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

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

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

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

As at the date of this annual report, the chairman of the Company,
Mr. Li Dongfan, leads the Board in the determination of the
strategy of the Group and in the achievement of its objectives. He
is responsible for organizing the business of the Board, ensuring its
effectiveness and setting agenda but not involved in the day-to-day
business of the Group.

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

Appointment and Re-election of Directors

Pursuant to Article 84 of the Articles, at each annual general meeting
of the Company, 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 by rotation at least
once every three years. The Directors to retire by rotation shall include
any Director who wishes to retire and not to offer himself for re-
election. Any further Directors so to retire shall be those of the other
Directors subject to retirement by rotation who have been longest
in office since their last re-election or appointment and so that as
between persons who became or were last re-elected Directors on
the same day those to retire shall (unless they otherwise agree among
themselves) be determined by lot. Pursuant to Article 83(3) of the
Articles, any Director appointed by the Board shall hold office only
until the next following general meeting of the Company and shall
then be eligible for re-election.

The following Directors will retire by rotation and offer themselves for
re-election in the forthcoming AGM to be held on 30 May 2018:

Mr. Lin Qingxiong

The following Directors appointed by the Board to fill a casual
vacancy, will be subject to election by shareholders in the forthcoming
AGM to be held on 30 May 2018.

Mr. Li Dongfan
Mr. Tao Tao

Ms. Li Jia Yin

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

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

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

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

Board Meetings

Board Practices and Conduct of Meetings

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

The Board is expected to meet regularly and at least two times a
year. The Directors have full access to information on the Group
and independent professional advice at all times whenever deemed
necessary by the Directors.
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The Board meets regularly to discuss the overall strategy as well as
the operation and financial performance of the Group, and to review
and approve the Group’s annual and interim results. During the year,
two Board meetings were held and attendance of each Director at the
Board meetings is set out as follows:

EFREHEE AT AR ERERR I RRER
BSERE  TEMU BRI AR BN EE R
- RENLBAMAEEERH  SESNEE
BRALEERIINT

= = Ak

Number of Board
meetings attended/held

Board member EEgRE g EBITESEERRE
Executive Directors: HITES:

Mr. Lin Qingxiong (Chairman) B E(EE) 2/2
Mr. Qiu Zhigiang EfEaR & 2/2
Mr. Deng Qinghui WEBLAE 1/2
Mr. Yeung Wing Nam K- 0/2
Mr. Li Dongfan FRAESE 0/2
Mr. Tao Tao fzhes e 0/2
Ms. Li Jia Yin FEERL 0/2
Independent non-executive Directors: BYFHITES :

Mr. Chan Sui Wa PRImEE S A 2/2
Mr. Yu Yubin ATEUR A 12
Mr. Ma Chonggi BEMEE 112
Mr. Tam On Yu, Alfred REFhE 0/2
Mr. Lo Pak Ho EREEE 012
Mr. Liu Shungang e 1/2
Mr. Wu Jianxiong REEHE L E 112

The Company has to comply with the CG Code provisions with regard
to the conduct of meetings, have annual meeting schedules and draft
agenda of each meeting made available to directors in advance and
serve notice of regular Board meetings to all directors at least 14
days before the meeting. For other Board and committee meetings,
reasonable notice is required to be given.

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

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

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

Nomination Committee

The Nomination Committee comprises three members who are all
the independent non-executive Directors, namely Mr. Wu Jianxiong,
Mr. Chan Sui Wa and Mr. Liu Shungang. Mr. Wu Jianxiong is the
chairman of the Nomination Committee.

Mr. Yu Yubin and Mr. Ma Chonggi resigned on 5 March 2018. Mr. Lo
Pak Ho and Mr. Tam On Yu, Alfred were appointed on 8 March 2018,
tendered resignation on 29 March 2018 and approved on 3 April
2018. Mr. Lin Qingxiong and Mr. Qiu Zhigiang were appointed on
29 March 2018 and resigned on 17 April 2018. Mr. Wu Jianxiong and
Mr. Liu Shungang were appointed on 17 April 2018.

The primary duties of the Nomination Committee include reviewing
the Board structure and composition, developing and formulating
relevant procedures for nomination and appointment of directors,
making recommendations to the Board on the appointment and
succession planning of directors, and assessing the independence of
the independent non-executive Directors based on criteria such as
integrity, accomplishment, experience, professional and educational
background and time commitments.
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The Nomination Committee shall meet at least once a year. Two
committee meetings were held in 2017/18 to review the structure and
composition of the Board and the re-election of the retiring Directors
and attendance of each member is set out as follows:

REZEGEFAREEL R -RZT—+/
—N\FERTRAZESGEURNETENEE
RAERAREERAEES - SKEMNHFE RN
T

Number of committee
meetings attended/held

Committee member ZEERE HiEEBITZEEERRE
Mr. Chan Sui Wa PRImEE S A 2/2
Mr. Yu Yubin BIER S A& 12
Mr. Ma Chonggi BERUEE 112
Mr. Lo Pak Ho B E 0/2
Mr. Tam On Yu, Alfred HKBEFRE 0/2
Mr. Lin Qingxiong MBHE - 172
Mr. Qiu Zhigiang &R K& 1/2
Mr. Liu Shungang g 52 A 0/2
Mr. Wu Jianxiong RS- 02

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

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

REZESCRM—ENUEEINH 2 REREF (1R
ZiEF]) - ARRJIAARRRESREA 2 BE L
B RER - AR BERRBIRRIEFAHZ
ZEEA (e EER - BEAZRIEMEREZF)F
RER NERAEFSHEBANBATHAERT -

MESHEEZTRNEZ -—EARBHNXT - 88
FEXERER EMRARE  UNEHESREE
SZBEERER RS c ERXHITTRREARRR
M2 HREREFERMIEREATHRN
o SREREEERBNERERHRHRIR XI5
MESRFEAREXG AR 2FAER -
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Remuneration Committee

The Remuneration Committee comprises three members who are all
the independent non-executive Directors, namely Mr. Liu Shungang,
Mr. Chan Sui Wa and Mr. Wu Jianxiong. Mr. Liu Shungang is the
chairman of the Remuneration Committee.

Mr. Yu Yubin and Mr. Ma Chonggqi resigned on 5 March 2018.
Mr. Tam On Yu, Alfred and Mr. Lo Pak Ho were appointed on
5 March 2018, tendered resignation on 29 March 2018 and approved
on 3 April 2018. Mr. Wu Jianxiong and Mr. Liu Shungang were
appointed on 29 March 2018.

The primary functions of the Remuneration Committee include
making recommendations on and approving the remuneration policy
and structure and remuneration packages of the executive Directors
and the senior management. The Remuneration Committee is also
responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no Director or
any of his associates will participate in deciding his own remuneration,
which remuneration will be determined by reference to the
performance of the individual and the Company as well as market
practice and conditions.

The Remuneration Committee shall meet at least once a year. During
the year, two committee meetings were held in 2017/18 to review
and discuss the existing policy and structure for the remuneration
of Directors, the remuneration packages of both the executive and
non- executive Directors and attendance of each member is set out as
follows:

e ES R
FMEERRE=EKE - MBIERILE - RIS
S R RMRM K E(Z Y RBUIFRTES) - 2
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BEZE R_T-N\F=A-thBHE 1K
ZE- N\FEOAZREIE o RS A R EIER
FER-_ZE—)\F=A+-_THLBEEZE-

¥FMZEe s T2RE  BREENERLNTES
KR ER NG Z MR N R A R F 8 -
YFMZEeNEERIABAEZREF  UBRE
AR MBCR MRS - EMERMETANESHEL
ABMEAKSEBERAS 2 HH - BREFHKES
BREEA RARRRBIALTISEH FACRE

YFNEZEeTFAGEEL — R -RE—+/
—N\FERITMAZ SR NRT M mETHR
R UERBTEFERIFMTESTNFMIR - 5K
BOHEREIIOT

Number of committee
meetings attended/held

Committee member ZEERE HE,EBITEEEERRE
Mr. Chan Sui Wa BRIGZE S A4 2/2
Mr. Yu Yubin BIER ST 112
Mr. Ma Chonggi = s 112
Mr. Tam On Yu, Alfred HEFIE 0/2
Mr. Lo Pak Ho ERELE 0/2
Mr. Wu Jianxiong Rf@uESE 112
Mr. Liu Shungang 21 IE R 52 A 112
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The Remuneration Committee confirms that the remuneration
payable to Directors will depend on their respective contractual terms
under their employment or service contracts as approved by the Board
on the recommendation of the Remuneration Committee.

Pursuant to code provision B.1.5 of the CG Code, the remuneration
of the senior management by band for the year ended 31 December
2017 is set out below:

In the band of & E

- =
=

FMZEERR
SRAEFSRHECEZEIER - WREES
BEIBRHBEONZENEAMET -

ENER 2HMHRTFMEE
=y=ped

RIBEEERTANTREXEBISE  SRE
BERBE Tt T -_A=1T—"HLFEZH
BB E 5T

Number of individuals

Nil to HK$1,000,000 % 1,000,000/ 7T
Audit Committee

The Audit Committee comprises three members who are the
independent non-executive Directors, namely Mr. Chan Sui Wa,
Mr. Wu Jianxiong and Mr. Liu Shungang. Mr. Chan Sui Wa is the
chairman of the Audit Committee.

Mr. Yu Yubin and Mr. Ma Chonggi resigned on 5 March 2018.
Mr. Tam On Yu, Alfred and Mr. Lo Pak Ho were appointed on
5 March 2018, tendered resignation on 29 March 2018 and approved
resignation on 3 April 2018. Mr. Wu Jianxiong and Mr. Liu Shungang
were appointed on 29 March 2018.

The main duties of the Audit Committee include the following:

o To review the financial statements and reports and consider any
significant or unusual items raised by the staff responsible for
the accounting and financial reporting function, internal auditor
or external auditors before submission to the Board.

o To review the relationship with the external auditors by
reference to the work performed by the auditors, their fees and
terms of engagement, and make recommendations to the Board
on the appointment, re-appointment and removal of external
auditors.

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

The Audit Committee oversees the internal control system of the
Group, reports to the Board on any material issues, and makes
recommendations to the Board.
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The Audit Committee shall meet at least twice a year. Two committee
meetings were held in 2017/18 and the attendance of each member is
set out as follows:

%V% i%éﬁ.‘*@éd‘?ﬁ?f\ cRZIE—+/
§IJZZDT :

Number of committee
meetings attended/held

Committee member ZEEHE g BITEERYRNRE
Mr. Chan Sui Wa PRIMIE S A 4/4
Mr. Yu Yubin B ST 3/4
Mr. Ma Chonggi BRI A 3/4
Mr. Tam On Yu, Alfred REFRE 0/4
Mr. Lo Pak Ho ErERE 0/4
Mr. Wu Jianxiong RfEMESE 1/4
Mr. Liu Shungang 21 IER 5 A 1/4
During the meetings held in 2017 and the first quarter of 2018, the RZZE—+FR_E—N\FE—FTERIT7E3F
Audit Committee had performed the work as summarised below: EREE e BT TIERmNT ¢

(i)  reviewed and approved the audit scope and fees proposed by
the external auditor regarding the final audit of the Group for
the year ended 31 December 2017 (the “2017 Final Audit”);

(i)  reviewed the external auditor’s report of findings and qualified
audit opinion in relation to the 2017 Final Audit for the year
ended 31 December 2017;

(i) reviewed the management accounts of the Group and the
Group's 2017 interim financial statements;

(iv)  reviewed the financial report for the six months ended 30 June
2017; and

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

There was no disagreement between the Board and the Audit
Committee on the selection, appointment, resignation or dismissal of
the external auditors.

3 2 WANG TAI HOLDINGS LIMITED
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Regulatory Compliance Committee

The Regulatory Compliance Committee comprises of three members,
namely Ms. Li Jia Yin, Mr. Wu Jianxiong and Mr. Siu Kai Chun. Ms. Li
Jia Yin is the chairlady of the Regulatory Compliance Committee.

Mr. Deng Qinghui resigned on 5 March 2018. Mr. Qiu Zhigiang
resigned on 17 April 2018. Ms. Li Jia Yin and Mr. Wu Jianxiong were
appointed on 17 April 2018.

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

The Regulatory Compliance Committee shall meet at least once a
year. During the year, three committee meetings were held to review
and discuss the compliance status of the existing business operations
and activities, with the relevant laws and regulations in the PRC, Hong
Kong and the respective jurisdictions if applicable. Attendance of each
member is set out as follows:

EERHRZES
EEARZBERBE=AKE  AIFESExt R
RIELENBRELE - FEFSLIREEAGRE
BEXF -

BEELEER T~ \F=ZARBEHE - BBERE
ERZZE-N\FOER+LREHME - FEFLERR
RELEEIR T \FOA+LHBRE -

EEARE E%E’Jixﬁ&fﬁﬁﬁ%zﬁi BEBEE

MERSETHEEARER  EEARZBEHEEM
E=gWmE -
E*A/\%ﬁ - BEAELVEFRITAEH - FRE

BITZARERESE R IR RFWIREEKLE

/E@Ja@#qﬂl HEREAEEER(WER)N
MHBEDI FOERIER - FEHE R EHF| 0
T

Number of committee
meetings attended/held

Committee member ZEEHRE HE /BTN EEESRHA
Mr. Qiu Zhigiang (Executive director) BEREE(ITES) 3/3
Mr. Deng Qinghui (Executive director) HEREE(RITES) 3/3
Mr. Siu Kai Chun (Company Secretary) BB E(RAME) 3/3
Ms. Li Jia Yin (Executive director) FEFLT(ITEE) 0/3
Mr. Wu Jianxiong RfEwExE

(Independent non-executive director) (B IEHITESE) 0/3
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BOARD DIVERSITY POLICY

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

DELEGATION OF MANAGEMENT FUNCTIONS

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

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

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

The Directors acknowledge their responsibility for preparing the
financial statements of the Company for the year ended 31 December
2017.

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

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

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

INTERNAL CONTROL AND RISK MANAGEMENT

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

The annual review of the Group’s internal control system was
conducted during the Period. The annual review of the effectiveness
of the internal control system of the Company including the adequacy
of resources, qualifications and experience of staff of the Company’s
accounting and financial reporting function, and their training
programmes and budget and also any non-compliances with the
applicable laws and regulations, including bill-financing activities were
conducted in the early 2018. The result of the annual review was
satisfactory and no exceptions were noted during the review.

AUDITOR’S REMUNERATION

For the year ended 31 December 2017, the remuneration paid/
payable to the Company’s auditor, Zhonghui Anda CPA Limited,
amounted to approximately RMB1.04 million in respect of the annual
audit service.
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INDEPENDENT AUDITOR

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

COMPANY SECRETARY

The company secretary of the Company, Mr. Siu Kai Chun, is a full-
time employee of the Group. Please refer to his biographical details as
set out on page 42 of this annual report.

Rights of Shareholders to Convene an Extraordinary
General Meeting

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

Sending Enquiries to the Board and Procedures
for Putting Forward Proposals at Shareholders’
Meetings

Shareholders or investors can contact the Company in the following
ways to make enquiry or to provide suggestions:

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

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

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

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

SHAREHOLDERS' RIGHTS

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

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

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

EENSREER

EXECUTIVE DIRECTORS

Mr. Li Dongfan (Z23R ) (“Mr. Li”), aged 32, was an entrepreneur in
his early days. He was appointed on the chairman of the Company on
17 April 2018. He started running industrial factories after 2003 and
founded Ming and Hang Mechanics and Electrics* (Bf 18 # &) and
Minggao Automation* (BHf= B B){t), both were the earliest research,
development and production of robotics and artificial intelligence
companies in the PRC. He then actively involved in the financial sector
through development and exploration. Mr. Li has been engaging in
financial sector for years with strong systematic philosophy, innovative
mind, ample financial experiences and practical capability gained
from work, in addition to his astute insight and analytical skills. Mr.
Li has successively planned various major domestic acquisition and
restructuring deals that gained him a wealth of guiding experiences in
corporate restructuring, mergers, innovation and development. Mr. Li
founded Moody Group in 2007 and joined Defu Group as a founder
in 2013 serving as the president of investment banking headquarters.
Mr. Li was invited to serve as the vice president of the Advisory
Committee on Overseas Investment and Education* (S4ME & B F
A#WEZ B E) of Jiangxi University of Finance and Economics in 2007,
and in the same year, he held the positions of executive director and
the joint chairman of the board of directors of Blockchain Group
Company Limited, a company listed on the Stock Exchange (Stock
Code: 364).

Mr. Tao Tao (FF7%) (“Mr. Tao”), aged 34, was appointed as the executive
Director and Vice Chairman of the Company on 17 April 2018. He
established the Heilongjiang Wolf Spider Network Technology Limited* (%
BT RMER 48 BB BR 2 8)) and acted as its chairman in 2014, and
founded the Shenzhen Motorvehicle Investment Internet Financial Services
Limited* (FIIFEEIREHAES BARE AR A E) in 2015. With extensive
business experiences and practical capabilities, Mr. Tao was named as
one of “China’s Top Ten Business Leaders” and an “Entrepreneur with
International Prestigious Brand 2017" in December 2017 and January 2018
respectively.
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Mr. Lin Qingxiong (355 %#) (also known as Lin Shiti (#RzF8£) (“Mr.
Lin")), aged 51, is the executive Director. Mr. Lin co- founded Hongtai
(China) Co., Ltd (EA(FRE) AR A F]) (“Hongtai (China)”) with Mr.
Qiu (defined below) and an Independent Third Party in 2004. Mr.
Lin is responsible for the overall development and strategy of the
Group and has played an important role in establishing the Group’s
presence in the PRC textile and clothing industry. Mr. Lin has over
11 years of experience in the textile and clothing industry in the PRC.
Prior to founding Hongtai (China) in 2004, Mr. Lin founded Shishi
Gang Yi Dyeing Finishing & Wearing Co., Ltd. (/& %l T 7 %5 2~ & 4%
& A PR 2 ) which was engaged in the textile, clothing and dyeing
industry, in July 2001, where he acted as the director and vice general
manager until April 2009. Shishi Gang Yi Dyeing Finishing & Wearing
Co., Ltd. is one of our suppliers since 2006. Mr. Lin disposed of his
27% equity interests in Shishi Gang Yi Dyeing Finishing & Wearing
Co., Ltd. in May 2009 to an Independent Third Party because Mr. Lin
decided to focus on the business development of the Group. Mr. Lin
was appointed as the standing director of the first council of China
Chamber of International Commerce Shishi Chamber of Commerce (/7
BIEE e A Mmie s /EEES) in December 2005. In December
2011, he was appointed as the vice standing president of the third
council of Shishi Textile & Garments Commerce Chamber (/& % 47
HIRKEEHE =EE EE). Mr. Lin was appointed as the president of
the second council of Shishi Hongshan Chamber of Commerce (&G0
L EE — 52 ED) in November 2012 and the vice president of
Shishi Federation of Industry & Commerce (AT T £HA < (45
&))in May 2013.

Ms. Li Jia Yin (£ &) ("Ms. Li”), aged 35, was appointed as the
executive Director on 29 March 2018. She graduated from Auckland
University of Technology, New Zealand with a bachelor’s degree in
finance in 2008. She acted as the department head at Le Brun Peirse
Limited from 2008 to 2012, and as a senior management personnel
at BP Oil Group during 2013. She later joined Moodychina in 2014,
serving subsequently as the regional head of Moodychina’s European
and North American sector during her tenure. Ms. Li is currently acting
as the chief executive officer of Moodychina, being responsible for
listed companies management, and as the authorized representative
and chairwoman of National Development Fund* (BI&Z%), member
of the Asset Management Association of China* (FEESH &€ 8)
and a Certified Financial Planner in China. Ms. Li has been committed
to seeking after the value maintenance and appreciation of state-
owned asset and the combination of industry and finance with several
publications. She is a renowned international expert on finance in
China.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Liu Shungang (Z/JEfl) (“Mr. Liu”), aged 57, was appointed as
the independent non-executive Director on 29 March 2018. He served
in the 127th Division of the 43rd Corps of the Wuhan Military* ( &
JEE[R43F 127R0) during 1979 to 1989, and as general manager of
Guangdong Fenghuang Import and Export Trade Co., Ltd.* (BEE &
[BE# 1+ 0 Z 52 7)) during 1990 to 1999. From 2000 to 2012, he
acted as the general manager of Zhongneng (International) Petroleum
Exploration Co., Ltd.* (R gg(EI ) A m &N AR 2 7). Mr. Liu has
been employed as general manager subsequently at Defu Group
and Shenzhen Defu Fund Management Co., Ltd. since 2013. In the
meantime, Mr. Liu has acted as the chairman of the supervisory
committee of the Tianjin Good Hand Railway Holding Co., Ltd. (stock
code: 000594).

Mr. Wu Jianxiong ( R # # ) (“Mr. Wu”), aged 47, was appointed as
the independent non-executive Director on 29 March 2018. He
graduated from South China Normal University and majored in accounting
computerization and human resource management. During the period
from 1988 to 2014, he was responsible for the relevant departments and
management in General Administration of Quality Supervision. In 2004, he
was the chairman of Jianrong Daofu Asset Management Co., Ltd.* (&8

BEEEBTEBRAT).

Mr. Chan Sui Wa (FR¥#% %) (“Mr. Chan”), aged 43, was appointed
as the independent non-executive Director on 27 March 2014.
Mr. Chan has over 17 years of experience in auditing, finance,
accounting, corporate governance and risk management. Mr. Chan
graduated with a bachelor’s degree in business administration from
the Hong Kong University of Science & Technology in November
1997 and obtained a master’s degree in corporate governance from
the Hong Kong Polytechnic University in October 2011. Mr. Chan is
currently a member of both of the Hong Kong Institute of Certified
Public Accountants and the Institute of Chartered Secretaries and
Administrators. Mr. Chan is also a fellow member of Association
of Chartered Certified Accountants. Mr. Chan is currently the sole
proprietor of S. W. Chan & Co. ((RInZEEETRIS=FT), an accounting
firm engaging in the provision of assurance, business advisory and tax
services.

Mr. Chan had prior experience working in public accounting
firms such as Deloitte Touche Tohmatsu, Arthur Andersen and
PricewaterhouseCoopers in Hong Kong. He also held the position
of group financial controller for Luxking Group Holdings Limited
(hE& B AR A7) and Cacola Furniture International Limited
(REZERMEKE KE A 7)), which are companies listed on the
Singapore Exchange.
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SENIOR MANAGEMENT

Mr. Zhang Wenwang (58 X FE) (“Mr. Zhang”), aged 54, joined the
group on 23 February 2011. He is the vice general manager of
Hongtai (China) and the head of the production department.
Mr. Zhang obtained a bachelor’s degree from Tianjin Institute of
Textile Science and Technology (X & # # T £ Ft) (now known as
Tianjin Polytechnic University (X2 T2 KX £2)) with a major in textile
engineering (#7145 T42) in July 1983. Prior to joining our Group in 2011,
Mr. Zhang had worked as the chief engineer of several enterprises
in the PRC. In December 1995, Mr. Zhang was qualified as a senior
engineer (Z4% TF2AM). Mr. Zhang was a member of Shanxi Province
Enterprise Technology Innovation Committee (LLI7EE ¥R TAIFT =
RXEEE).

Ms. Liu Xuemin (ZI2#) (“Ms. Liu”), aged 57, joined the group
on 23 February 2011. She is the chief engineer of Hongtai (China)
and the head of the research and development department. Ms. Liu
obtained a bachelor’s degree from Tianjin Institute of Textile Science
and Technology (K245 %% T £63) (now known as Tianjin Polytechnic
University (KJ2 T 2K £2)) with a major in textile engineering #4512
in July 1983. Prior to joining the Group in 2011, Ms. Liu had worked
in the research and product development of several enterprises in the
PRC. In December 1995, Ms. Liu was qualified as a senior engineer
(=4 THEARD). Ms. Liu was appointed as a member of China Textile
Engineering Society Cotton Textile Professional Committee Wearing
Technology Group (PRI TIRESRMBEEZ S SHESA) in
September 2003.
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Mr. Siu Kai Chun (#&RXE) (formerly Siu Kwok Yee (FEEIZ) (“Mr. Siu™)),
aged 49, is the chief financial officer and company secretary of
the Group. Mr. Siu joined the Group in May 2013 and is primarily
responsible for the overall financial management, corporate
governance, investors relationship and financial operations of the
Group. Mr. Siu has over 18 years of experience in auditing, finance
and accounting. Mr. Siu graduated from the City University of Hong
Kong with a bachelor’s degree in business studies in December
1994, completed the executive master of business administration
programme at Lingnan (University) College, Sun Yat-sen University (&
K25 E (K2)Z7), Guangzhou, China in November 2003 and
obtained the master of science degree in Finance from the University
College Dublin, The National University of Ireland in October 2016.
Mr. Siu is currently a fellow member of the Hong Kong Institute of
Certified Public Accountants, the Association of Chartered Certified
Accountants and the Institute of Chartered Accountants in England
and Wales. Prior to joining the Group, Mr. Siu was a senior manager
at Ernst & Young Transactions Limited from June 2012 to May 2013.
Mr. Siu was the financial controller from June 2003 to March 2005
and the chief financial officer from April 2005 to March 2012 at
CHT (Holdings) Ltd., a company engaging in the manufacture and
sale of adhesive tapes, respectively. Mr. Siu also worked as a senior
auditor at Ernst & Young from 2000 to 2003, a senior accountant at
Debbie Morgan Trading Limited in 1999 and a tax accountant and
auditor at PricewaterhouseCoopers from 1994 to 1998. Mr. Siu is
currently an independent non-executive director of China Nonferrous
Metals Company Limited (HKEX: 8306), a company listed in the Stock
Exchange of Hong Kong.
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REPORT OF THE DIRECTORS

The Directors of the Company (the “Directors”) are pleased to present
the annual report of the Company with the audited consolidated
financial statements of the Group for the year ended 31 December
2017.

PRINCIPAL ACTIVITIES

The Group is engaged in the design, manufacturing and sales of
fabrics and yarns in the People’s Republic of China. The principal
activity of the Company is investment holding. The Group commenced
the trading of polyetherimide during the year ended 31 December
2016. Details of the principal activities of its principal subsidiaries are
set out in note 35 to the consolidated financial statements.

BUSINESS SEGMENTS

The Group is engaged in the manufacturing and sale of fabrics
and yarns. Business analysis of sales, segment results, total assets
and capital expenditure are set out in note 9 to the accompanying
financial statements.

GEOGRAPHICAL SEGMENTS

The Group operates in two main geographical areas, the Mainland
China and Hong Kong. Geographical analysis of sales, segment
results, total assets, and capital expenditure are set out in note 9 to
the accompanying financial statements.

BUSINESS REVIEW

For details of business review in relation to the development,
performance or position of the Company’s business, please refer to
the section headed “Management Discussion and Analysis” of this
annual report.
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REPORT OF THE DIRECTORS EE [ & E

ENVIRONMENTAL, SOCIAL AND CORPORATE
RESPONSIBILITY

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

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

The Group will issue a separate environmental, social and governance
report for the year ended 31 December 2017 in due course with the
relevant requirements of the Listing Rules.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2017 are
set out in the consolidated financial statements of this annual report.

The Directors do not recommend the payment of a dividend for the
year ended 31 December 2017 (2016: Nil).

RESERVES

Details of movement in the reserves of the Group for the year ended
31 December 2017 are set out in note 28 to the consolidated financial
statements and in the consolidated statement of changes in equity.

As at 31 December 2017, there was approximately RMB500.7 million
reserve of the Company available for distribution (2016: RMB500.7
million).

DONATIONS
The Group did not make any charitable and other donations during
the year (2016: Nil).
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PROPERTY, PLANT AND EQUIPMENT

Details of property, plant and equipment of the Group are set out in
note 15 to the consolidated financial statements.

SHARE CAPITAL

Details of and reasons for movements in the share capital of the
Company during the year under review are set out in note 27 to the
consolidated financial statements.

TAX RELIEF

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

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the last five financial years is set out on page 123-124 of this
annual report.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

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

PRE-EMPTIVE RIGHTS

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

AUDITOR

PricewaterhouseCoopers (“PwC") resigned as the auditor of the
Company with effect from 14 November 2017. The Board has
appointed ZHONGHUI ANDA CPA Limited (“Zhonghui”) with effect
from 21 November 2017 to fill the casual vacancy following the
resignation of PwC. Zhonghui will retire and, being eligible, offer
themselves for reappointment at the forthcoming annual general
meeting of the Company on 30 May 2018.
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DIRECTORS

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

Executive Directors

Mr. Li Dongfan (Chairman appointed on 17 April 2018)

Mr. Tao Tao (Vice chairman appointed on 17 April 2018)

Mr. Lin Qingxiong (Chairman resigned on 17 April 2018
but still as an executive Director)

Ms. Li Jia Yin (Appointed on 29 March 2018)

Mr. Yeung Wing Nam (Appointed on 5 March 2018,
tendered resignation on 29 March 2108
but approved by the Board on 3 April 2018)

Mr. Qiu Zhigiang (Resigned on 17 April 2018)

Mr. Deng Qinghui (Resigned on 5 March 2018)

Independent non-executive Directors
Mr. Ma Chonggi (Resigned on 5 March 2018)
Mr. Yu Yubin (Resigned on 5 March 2018)
Mr. Chan Sui Wa
Mr. Tam On Yu, Alfred (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)
Mr. Lo Pak Ho (Appointed on 5 March 2018,
tendered resignation on 29 March 2018
but approved by the Board on 3 April 2018)
Mr. Wu Jianxiong (Appointed on 29 March 2018)
Mr. Liu Shungang (Appointed on 29 March 2018)

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

The biographical details of the Directors are set out in the section
headed "Directors and Senior Management”.
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DIRECTORS’ SERVICE CONTRACTS

Pursuant to Article 84 of the Articles, at each annual general meeting
of the Company, 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 by rotation at least
once every three years. The Directors to retire by rotation shall include
any Director who wishes to retire and not to offer himself for re-
election. Any further Directors so to retire shall be those of the other
Directors subject to retirement by rotation who have been longest
in office since their last re-election or appointment and so that as
between persons who became or were last re-elected Directors on
the same day those to retire shall (unless they otherwise agree among
themselves) be determined by lot. Pursuant to Article 83(3) of the
Articles, any Director appointed by the Board shall hold office only
until the next following general meeting of the Company and shall
then be eligible for re-election. None of the Directors has a service
contract with the Company or any of its subsidiaries which is not
determinable by the Group within one year without payment of
compensation other than statutory compensation.

DISCLOSURE PURSUANT TO RULE 13.51B(1) OF
THE LISTING RULES

Pursuant to the service contracts entered into by each of executive
directors as disclosed in the paragraph headed “Directors’ services
contracts” above, each of Mr. Li Dongfan, Mr. Tao Tao, Ms. Li Jia Yin
and Mr. Lin Qingxiong is entitled to a monthly salary of HK$40,000,
HK$40,000, HK$40,000 and HK$40,000, respectively. In addition,
pursuant to the above service contracts, each of them is also entitled
to a management bonus in respect of each financial year in such sum as
the Board may in its absolute discretion determine aggregate amount
of management bonuses payable to all directors.

PERMITTED INDEMNITY PROVISION

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

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

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

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

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

As at 31 December 2017, the Group had an aggregate of 455 full-
time employees (as at 31 December 2016: 516). Employee costs
including directors’ emoluments totalled RMB23.6 million for the
year of 2017 (2016: 26.1 million). The Group recruited and promoted
individual persons according to their strength and development
potential. The Group determined the remuneration packages of
all employees including the Directors with reference to individual
performance and current market salary scale.

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

Details of Directors’ remuneration are set out in note 13 to the
financial statements.
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DISCLOSURE OF INTERESTS IN SECURITIES

A.

Directors’ interests in the shares of the
Company

As at 31 December 2017, the interests and/or short positions of
the Directors of the Company in the shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO") which will have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions in
which they are taken or deemed to have under such provisions
of the SFO), or which will be required, pursuant to section 352
of the SFO, to be entered in the register referred to therein,
or which will be required to be notified to the Company and
the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers contained in the
Listing Rules, once the shares are listed, will be as follows:

Interests in the Company:

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

Name of Director Capacity/Nature of interest

m;&#q: HYRERR IR R
ESRAQARMDPHERS

RIZ—tF+-A=+t—HB ARAE=F
ERG EHRRARR RERBAE(E&E
RS MG GG ([7#5 Mg ED ) EXV
BB HI LD - AARAR D ERET  WAE
REESLREEIEXVEETRSH HAE
ARBREZ R R RKR (BIER
FRIERE 77 KB RG] LA R E (kAR
ERENEZ AR  IRBEFHLBE
1I7r<1§|J%3521\ RELNREZGIAFEDN

EreffrEas &/‘sziﬁ PR TR A

<<tm?§ﬂ/\§$i%ﬁ %B’JTT E57 A1)
ERD EmrARE AR R PTH R
S35 UENE
RAEL G -

(@) AREFHREE.OETHEER

Approximate
percentage of
shareholding

in the Company

Number of shares
held in the Company

HAR AT R
EEHE B EmttE AL RO E BABESL
Mr. Lin Qingxiong  Interest of a controlled 279,600,000 shares (note) 18.04%
corporation (long position)
B E REEE 279,600,0008% (FH3E)
(5F&)
Beneficial owner 10,840,000 shares 0.70%
(long position)
EmEBA 10,840,000/% (4 &)
Mr. Qiu Zhigiang Beneficial owner 126,840,000 shares 8.18%
(long position)
BEEEE BEnEA 126,840,000% (47 &)
Note: Mz -

These shares are held by Merit Lead Investments Limited,
the entire issued share capital of which is owned by Mr. Lin
Qingxiong.

ZEBRDTIARBNREERATRE &
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Interests in the associated corporation of the R GIEE LR
Company:
Approximate
percentage of
Number of shares shareholding in
Name of associated Capacity/Nature of held in the associated the associated
Name of Director corporation interest corporation corporation
IE 2R EE
EEpE HBOEE B 54 B@HE B EEROBE IRAERLAE 2t
Mr. Lin Qingxiong ~ Merit Lead Investments Beneficial owner One share of US$1.00 (long 100%
Limited position)
UNCY it BAREERAR ERBEAA —MRE(E1.00ET(4FR)
Save as disclosed above, as at 31 December 2017, none of the B EXEEEN  R—_E—+&+— A
directors of the Company had any interests or short positions in =+—8  BAAAREERAATSKET
any shares and underlying shares of the Company or any of its (AL B & IR R AAEIR 5 R AT
associated corporations. (AREZE A A -

B. Substantial shareholders’ interests in the shares B, FERERAQTRDPES
of the Company

As at 31 December 2017, so far as the Directors are aware, the BEERA R E—+F+—-_A=+—
following persons (not being a Director of the Company) had A FTHAT(AIIEAARNES ) HBERES
an interest or short position in the shares or underlying shares 5 REAEEBIEXVERE 2 N30 SaY R E B (A
which would fall to be disclosed to the Company and the Stock NN B R B 3T B I B2 8O A% 15 3% 4B B AR 1) 1Y A
Exchange under the provisions of Divisions 2 and 3 of Part XV of Sk e - st E R E N A A F5% 3k A
the SFO, or who will, directly or indirectly, be interested in 5% B RS TIR A A RS

or more of the Company’s issued share capital:

Approximate
percentage of
shareholding

Name of shareholder Capacity/Nature of interest Number of shares in the Company
fhA 2B R
RREB 51 REmitE R E BMABD
Merit Lead Investments Beneficial owner 279,600,000 shares 18.04%
Limited (note) (long position)
EARERR AR EnEBA 279,600,0008% (47 &)
(BfE)
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Note:

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

Save as disclosed above, as at 31 December 2017, the directors
of the Company are not aware of any other persons (other than
the directors of the Company whose interests are set out in
the section “Directors’ interests in the shares of the Company”
above) who held any interests or short positions in the shares,
or underlying shares of the Company as recorded in the register
required to be kept under section 336 of the SFO.

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company, its holding company,
or any of its subsidiaries a party to any arrangements to enable
the Directors of the Company to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other
body corporate.

SHARE OPTION SCHEME

The Company conditionally adopted the share option scheme on
27 March 2014, and such scheme has become effective on the
Listing Date (the “Share Option Scheme”). The purpose of the Share
Option Scheme is to recognize and acknowledge the contribution
of the eligible participants made to the Group. The Board may, at
its discretion, grant options pursuant to the Share Option Scheme
to Directors (including the independent non-executive Directors),
the Company’s subsidiaries, employees of the Group and other
persons the Board considers have contributed or will contribute to
the Group. The maximum number of shares in respect of which
options may be granted under the Share Option Scheme must not in
aggregate exceed 10% of the issued share capital of the Company (i.e.
100,000,000 shares), unless otherwise approved by the shareholders
of the Company in general meeting and/or other requirements
prescribed under the Listing Rules. The subscription price of a share
in respect of a particular option shall be not less than the highest of
(a) the official closing price of the Shares on the daily quotation sheet
of the Stock Exchange; (b) the average official closing price of the
shares on the daily quotation sheet of the Stock Exchange for the
five business days immediately preceding the date of grant; and (c)
the nominal value of a share. The Share Option Scheme shall remain
effective within a period of 10 years from that date.

As at 31 December 2015 and 2016, 50,000,000 share options and
50,000,000 share options were granted and exercised, respectively,
representing maximum number of shares to be granted under the
Share Option Scheme. For details of the share option scheme, please
refer to page 57 to 58 of the 2016 annual report and page 44 to 45
of the 2015 annual report, respectively.
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Share options granted

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

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

CONTRACTS OF SIGNIFICANCE

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

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

MAJOR CUSTOMERS AND SUPPLIERS

During the year under review, the aggregate sales attributable to
the Group's largest and five largest customers were 15% and 51%
of the Group’s total sales respectively (2016: 15.4% and 49.7%).
The aggregate purchases attributable to the Group’s largest and five
largest suppliers were 11% and 34% of the Group’s total purchases
respectively during the year under review (2016: 24.3% and 49.6%).

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

WANG TAI HOLDINGS LIMITED
2017 Annual Report

52

RFHBERE

PREBRISN A FE2 R L BRENR L A
HIWAFEMEE  REBHUERLE  #an
IRAERESER AN ©

IARBRONERENS - & BREETEE
RN B AR IBHE R E R0 &
B MEBEENEE BRI Em B 5
DARITRERS » RS HORE A AR (O RE AR O IR 4
BRBRREREARS - ERBERRE B MRR
RUE N ETR B BIDARTTER - REREMEER
HERNRBREEN LM HENRE

EXEN

BB I RAEEEEAEARERAARAR LK
BRRIRAOT REESHAERED (TREKNL
@R ) 2 & AN FRIFREARREFE o

AABSEEAMB AR RAR B HEEMMER
BIZERER(EER EWRAD 2 BB ZEX

B

FEEFRMER

REBEFE  REXEERARAATFPHBHEE
O RME AEEAHEEEN15%K51%(ZF—7X
F:154%K49.7%) REIBEE @ REAEE
BARAABEENARERES MG SEERRE
BHM11% M34%(ZZ—784F 1 24.3% %49.6%) ©

RER - HEEE  HMBARBEEAAEAAR
RAIEBEITRAS% A EWEAIBRRRAEERKX
EP S EE T EA TS -



REPORT OF THE DIRECTORS EE & & E

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

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

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

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

MANAGEMENT CONTRACTS

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

CONNECTED TRANSACTIONS
No connected transactions were incurred during the year ended
31 December 2017.

SUFFICIENCY OF PUBLIC FLOAT

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

DIVIDEND POLICY

The Board has resolved not to recommend the payment of any final
dividend for the year ended 31 December 2017 (2016: Nil). As there is
no interim dividend payable during the year, there will be no dividend
distribution for the whole year at 2017.

BOARD COMMITTEES

The Company comprises the Nomination Committee, the
Remuneration Committee, the Audit Committee and the Regulatory
Compliance Committee as described from page 28 to 33 of this
annual report.
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DIRECTORS’
BUSINESS

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

INTERESTS IN COMPETING

NON-COMPETITION UNDERTAKINGS BY THE
CONTROLLING SHAREHOLDERS

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

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

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

LITIGATION

As disclosed in the announcement of the Company dated 8 and 9
March 2018 in relation to winding up petition against the Company,
on 5 March 2018, the Company received a petition (the “Petition”)
entitled HCCW56/2018 presented by PC Securities Limited (the
“Petitioner”) to the High Court of Hong Kong S.A.R. for winding
up of the Company and the hearing of the Petition is fixed for
9 May 2018 before a Master in Court. The Petitioner claimed to be
the holder of a bond for the principal amount of HK$84,000,000
with coupons 7% issued by the Company on 28 January 2015 (the
“Bond”). However, according to the register kept by the Registrar,
the Bank of New York Depository (Nominees) Limited, the Petitioner
is not the registered holder of the Bond. The Company is now making
enquiry of the locus standi of the Petitioner and seeking legal advice
on the matter.
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The Company made an announcement on 19 April 2018, Hongtai
Group (Int'l) Holding Limited, a wholly-owned subsidiary of the
Company and the Petitioner entered into a settlement deed to settle
HK$92,600,306.38 by instalments with further interests. Upon signing
of the settlement deed and following the receipt of the cheques and
cashier orders required in the settlement deed and the clearance
of the cheque/cashier orders for the first instalment payment, the
Petitioner shall enter a Consent Summons to seek leave from the
Court to have the Petition withdrawn. For details, please refer to an
announcement dated 19 April 2018.

SUBSEQUENT EVENTS

(@) Very substantial acquisition and takeover
involving a new listing application
On 28 February 2018, the Company published an
announcement in relation to, among other things, a very
substantial acquisition and connected transaction and a
proposed reverse takeover involving a new listing application
and a whitewash waiver application. The Company published
that the new listing application process has been postponed and
the Purchaser and Vendor A have agreed to extend the time for
(i) submitting the new listing application from a date falling on
or before 31 March 2018 (or such other date as may be agreed
by the Purchaser and Vendor A) and (ii) issuing and despatching
the Circular in accordance with the requirements under the
Listing Rules and the Takeovers Code on or before 30 June
2018 (or such other date as may be agreed by the Purchaser
and Vendor A). For details, please refer to the announcements
of the Company dated 26 November 2016, 26 January 2017,
13 March 2017, 21 March 2017, 3 April 2017, 2 May 2017,
2 June 2017, 30 June 2017, 31 July 2017, 31 August 2017,
29 September 2017, 31 October 2017, 30 November 2017,
29 December 2017, 29 January 2018, and 28 February 2018.

On 3 April 2018, the Company released an announcement
related to termination of agreement in relation to very
substantial acquisition and connected transaction. As a result of
the termination, no further follow-up actions will be made for
the subsequent procedures of the take-over transactions.
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(b)

56

Demand for repayment of borrowings

On 16 January 2018, the Company received demand from Bank
of China (Hong Kong) Limited for the repayment to Import
Invoice Finance granted under the general banking facilities
letter, with its principal amount of approximately US$423,000,
interest payable as at 10 January 2018 of approximately
US$5,000, and further interest accrued from 11 January
2018 to the date of payment at its rate of 10.5% per annum
which subject to fluctuation. Up to the date of this report,
the Company has settled certain amount and the outstanding
amount becomes approximately HK$1.85 million of which the
Company has agreed with Bank of China (Hong Kong) Limited
to settle by instalments in the forthcoming three months until
June 2018.

On 29 January 2018, the Company received demand
from PC Securities Limited, the bondholder, in respect of
repayment of the debt or secure or compound for it to the PC
Securities Limited's satisfaction, with its principal amount of
HK$84,000,000 and interest of approximately HK$2,980,000.
With respect to the default of the aforesaid bond, another bond
with its principal amount of HK$57,900,000 is regarded as cross
default, PC Securities also demands the Company to repay it
immediately.

On 13 February 2018, the Company received demand from
Zhang Hua, the bondholder, in respect of repayment of the
bond principal of HK$27,000,000, interest payable from
28 December 2017 to 9 January 2018 of approximately
HK$192,000 and daily default interest of approximately
HK$13,000 payable until repayment.

On 13 February 2018, the Company received final demand from
Well Honour Investment (Group) Limited, the bondholder, in
respect of repayment of the bond principal of HK$430,000, or
otherwise legal actions will be taken.

On 18 April 2018, the Company has reached a settlement
agreement with Zhang Hua, the bondholder, to make a
repayment schedule of the outstanding bond principal of
HK$27,000,000 with the corresponding interest.

On 19 April 2018, the Company has signed a settlement
deed with PC Securities Limited, the bondholder, to make
a repayment schedule of the outstanding two bonds with
principal amount of HK$84,000,000 and HK$57,900,000
respectively with the corresponding interest.
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Winding up petition against the Company

As disclosed in the announcement of the Company dated 8 and
9 March 2018 in relation to winding up petition against the
Company, on 5 March 2018, the Company received a petition
(the "Petition”) entitled HCCW56/2018 presented by PC
Securities Limited (the “Petitioner”) to the High Court of Hong
Kong S.A.R. for winding up of the Company and the hearing
of the Petition is fixed for 9 May 2018 before a Master in
Court. The Petitioner claimed to be the holder of a bond for the
principal amount of HK$84,000,000 with coupons 7% issued
by the Company on 28 January 2015 (the “Bond”). However,
according to the register kept by the Registrar, the Bank of New
York Depository (Nominees) Limited, the Petitioner is not the
registered holder of the Bond. The Company is now making
enquiry of the locus standi of the Petitioner and seeking legal
advice on the matter.

The Company made an announcement on 19 April 2018,
Hongtai Group (Int’'l) Holding Limited, a wholly-owned
subsidiary of the Company and the Petitioner entered into a
settlement deed to settle HK$92,600,306.38 by instalments
with further interests. Upon signing of the settlement deed and
following the receipt of the cheques and cashier orders required
in the settlement deed and the clearance of the cheque/
cashier orders for the first instalment payment, the Petitioner
shall enter a Consent Summons to seek leave from the Court
to have the Petition withdrawn. For details, please refer to an
announcement dated 19 April 2018.

Issue of bond

From the year end date of 31 December 2017 to the date of
annual report, the Company issued corporate bonds amounted
to approximately HK$35.0 million for the raising of working
capital purpose.

AUDITOR

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

On behalf of the Board

Lin Qingxiong
Chairman

Hong Kong, 29 March 2018
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INDEPENDENT AUDITOR’S REPORT

R SCTE S

ol

ZHONGHUI

TO THE SHAREHOLDERS OF WANG TAI HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of Wang Tai Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 62 to 122,
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, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including a
summary of significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the matters
described in the Basis for Disclaimer of Opinion section of our
report, we have not been able to obtain sufficient and appropriate
audit evidence to provide a basis for an audit opinion on these
consolidated financial statements. In all other respects, in our opinion,
the consolidated financial statements have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

WANG TAI HOLDINGS LIMITED
2017 Annual Report
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BASIS FOR DISCLAIMER OF OPINION

1.

Trade and other receivables

Included in trade and other receivables as at 31 December
2017 were trade receivables of approximately RMB92,471,000
which had been overdue with no settlement up to the date
of this report. Furthermore, included in trade and other
receivables as at 31 December 2016 were trade receivables and
prepayments to suppliers of approximately RMB445,544,000
and RMB104,603,000, respectively, which had been long
outstanding with no settlement up to the date of this
report. Accordingly, impairment losses of trade receivables
of approximately RMB445,544,000 and impairment losses
of prepayments of approximately RMB104,603,000 were
recognised for the year ended 31 December 2017. In addition,
impairment losses of trade receivables of approximately
RMB129,888,000 and impairment losses of prepayments of
approximately RMB54,887,000 were recognised for the year
ended 31 December 2016. We have been unable to obtain
sufficient and appropriate audit evidence to satisfy ourselves
whether the aforesaid balances of trade receivables and
prepayments were fairly stated as at 31 December 2017 and
31 December 2016 and whether the related impairment losses
were properly recorded for the years ended 31 December 2017
and 2016.

Investment accounted for using equity method

We have not yet obtained sufficient and appropriate audit
evidence to satisfy ourselves as to (i) the recoverability of
investment accounted for using equity method of approximately
RMB71,506,000 and RMB86,856,000 as at 31 December
2017 and 2016, respectively; (i) whether the share of loss of
investment accounted for using equity method of approximately
RMB15,350,000 and RMB3,144,000 were properly recorded
for the years ended 31 December 2017 and 2016, respectively;
(iii) whether the impairment for investment accounted for
using equity method of RMB60,000,000 for the year ended
31 December 2016 was properly recorded; (iv) the recoverability
of the amount due from an associate of approximately
RMB7,290,000 as at 31 December 2017; and (v) the related
disclosure of the investment accounted for using equity method
disclosed in note 18 to the consolidated financial statements.

TERREANEE
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BAS
3.

IS FOR DISCLAIMER OF OPINION (continued)

Deferred income tax

We have not yet obtained sufficient and appropriate audit
evidence to satisfy ourselves as to (i) the recoverability of
deferred income tax assets of approximately RMB31,351,000 as
at 31 December 2016; and (ii) whether the income tax expense
of approximately RMB31,351,000 and income tax credit of
approximately RMB16,703,000 are properly recorded for the
years ended 31 December 2017 and 2016, respectively.

Any adjustments to the figures as described above might have a

signifi

cant consequential effect on the Group’s financial performance

and cash flows for the years ended 31 December 2017 and 2016
and the financial positions of the Group as at 31 December 2017 and

2016,

and the related disclosures thereof in the consolidated financial

statements.

4,

60

Material uncertainty related to going concern
We draw attention to note 2 to the consolidated financial
statements which mentions that the Group incurred a loss
of approximately RMB732,765,000 for the year ended 31
December 2017, and as at 31 December 2017, the Group
had net current liabilities and net liabilities of approximately
RMB314,548,000 and RMB129,032,000, respectively.
Furthermore, as at 31 December 2017, the Group’s bank
borrowings of approximately RMB195,991,000 were overdue
and its bonds of approximately RMB186,563,000 are subject to
renewal or to be fully repaid within the next twelve months as
disclosed in note 24 to the consolidated financial statements.
These conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability to
continue as a going concern. The consolidated financial
statements have been prepared on a going concern basis, the
validity of which depends upon that the Group will be able
to successfully renew or extend the existing borrowings or
complete debt financing to meet its liabilities as they fall due in
the foreseeable future. The consolidated financial statements do
not include any adjustments that would result from the failure
to meet in full its financial obligations in the foreseeable future.
We consider that the material uncertainty has been adequately
disclosed in the consolidated financial statements. However, in
view of the extent of the uncertainty relating to the continued
support of the Group’s bankers and bondholders, we disclaim
our opinion in respect of the material uncertainty relating to the
going concern basis.

WANG TAI HOLDINGS LIMITED
2017 Annual Report
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RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA”) and to issue an auditor’s report.
However, because of the matters described in the Basis for Disclaimer
of Opinion section of our report, we were not able to obtain sufficient
and appropriate audit evidence to provide a basis for an audit opinion
on these consolidated financial statements.

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code”), and we
have fulfilled our other ethical responsibilities in accordance with the
Code.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Audit Engagement Director

Practising Certificate Number P03614

Hong Kong, 29 March 2018
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
AfRaREMEEEER

For the year ended 31 December 2017
BE—T—+F+ A=+ HIFE

2017 2016
—B—tF ZE R

RMB’000 RMB'000
ARBT ARBTTT

Revenue Wz 7 271,858 780,310
Cost of sales HENA (288,462) (801,153)
Gross loss E% ] (16,604) (20,843)
Other income E AU A 8 8,345 11,153
Other losses HhEs1a (211) (9,820)
Selling and distribution costs SHE R SHA AR (2,090) (4,425)
General and administrative expenses — R RAITE RS (621,788) (211,537)
Loss from operation EEEE (632,348) (235,472)
Share of loss of investment accounted DR EARRA

for using equity method & EE (15,350) (3,144)
Impairment for investment accounted RREREARRNIRERE

for using equity method - (60,000)
Finance costs — net BN — F5E 10 (53,253) (49,146)
Loss before tax RRBLATE 18 (700,951) (347,762)
Income tax (expense)/credit Fri5fi(Fsz) HERe 11 (31,814) 16,739

Loss and total comprehensive loss for FREQNREEAEGEEER

the year attributable to owners of REEEBRERE

the Company 12 (732,765) (331,023)
Loss per share BRER

Basic and diluted (RMB cents) EXREEARED) 14 (47.27) (21.70)

The notes on pages 68 to 122 are an integral part of these Z68EZ122BMMTEAZEAHIBHRE LA
consolidated financial statements. DRVARRKER S o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BRI IR R

As at 31 December 2017
RZF—+tF+=—HA=+—H

2017 2016
—E—t5F —F—R
RMB’000 RMB’000
ARET T AREFIT
Non-current assets EREBEE
Property, plant and equipment Y - W & 15 396,372 405,430
Leasehold land and land use right TS 1t Jo At FR A 16 23,781 24,338
Available-for-sale financial assets AN ESREE 17 - 4,500
Investment accounted for using LA ARRIRE
equity method 18 71,506 86,856
Deferred income tax assets BEFTSTHREE 26 - 29,746
491,659 550,870
Current assets REEE
Inventories FE 19 52,213 49,937
Trade and other receivables 5 REMEWIE 20 225,825 686,189
Amount due from an associate g NI O] 18 7,290 =
Restricted bank deposits R BRI TIE 5K 21 - 20,960
Bank and cash balances RITRIRE R 22 1,254 4,082
286,582 761,168
Current liabilities RBaE
Trade and other payables B 5 R EAFERTFIE 23 162,806 149,618
Current income tax liabilities BEAFTSTRaE - 986
Borrowings EE 24 438,324 261,609
601,130 412,213
Net current (liabilities)/assets e (AE) EEFE (314,548) 348,955
Total assets less current liabilities EEAERRBERS 177,111 899,825

EAERERQT
2017 FE ks
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION & 4B Ak &+

As at 31 December 2017
REZEF—+F+=A=+—H

2017 2016
—E_ —T—NF
Note RMB’000 RMB’000
B =E ARET T AREFIT
Non-current liabilities FRBERE
Borrowings B 24 287,337 277,988
Deferred income FEIEU A 25 17,237 18,104
Deferred income tax liabilities FEEFTER B E 26 1,569 =
306,143 296,092
NET (LIABILITIES)/ASSETS (8B BEZHE (129,032) 603,733
Capital and reserves EXR#E
Share capital [N 27 124,010 124,010
Reserves ] 28 (253,042) 479,723
TOTAL (DEFICIT)/EQUITY (E54t), RS EEE (129,032) 603,733

The notes on pages 68 to 122 are an integral part of these F68EZE122B MM T AZEAHIMERERMLAA]
consolidated financial statements. DEYEKE D o

The financial statements on pages 62 to 122 were approved by the FE2EZEI12BMNBBEREREN T NE=A

Board of Directors on 29 March 2018 and were signed on its behalf. ZtHhBEESESHE  WEREEE -
Lin Qingxiong Qiu Zhigiang
WiB it
Director Director
EE EFE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
AR EER

For the year ended 31 December 2017
BE—T—+F+ A=+ HIFE

Attributable to owners of the Company

ADRRRE AR

Retained
Share Share-based profits/
Share premium Capital  compensation Statutory  (accumulated

capital account reserve reserve reserves losses) Total

R E® RERH/
k& REEKR EAGE B tEht  (RHER) #it
RMB'000 RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000
ARETT ARETT ARETT ANEETFT ARBTT ARETT ARETT

At 1 January 2016 R=B-xE-A-H 119,745 478,743 113,510 - 24,151 172,340 908,489
Total comprehensive loss ~ FR2EEEEH

for the year - - - - - (331,023) (331,023)
Share-based compensation J/n EHERE = S - 4,942 - = 4,942
Share issued for share-based SER/DERRE

compensation Bl 4,265 22,002 - (4.942) - - 21,325

At31December2016  R=B-AE+=A

=+-H 124,010 500,745 113,510 - 24,151 (158,683) 603,733

At 1 January 2017 RZE-tE-f-A 124,010 500,745 113,510 - 24,151 (158,683) 603,733
Total comprehensive loss ~ FRZEEEER

for the year - - - - - (732,765) (732,765)

At31December2017  R=B-t£+=A
== 124,010 500,745 113,510 - 24,151 (891,448) (129,032)

The notes on pages 68 to 122 are an integral part of these SF68E & 122E MM i AZZA HIMBRR BT
consolidated financial statements. DEAARRER S o
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2017 FE ks 65



CONSOLIDATED STATEMENT OF CASH FLOWS

BHRERE

For the year ended 31 December 2017
EE—FEF A= —HIFFEE

2017 2016
—E—+F —ZT—RF
RMB’'000 RMB’'000
ARET T ARET T
Cash flows from operating activities RETHAERERE
Loss before tax BRAATETE (700,951) (347,762)
Adjustments for: FRFISIBEL AR -
Finance costs — net REKA—FE 53,499 53,268
Interest income FEUA (246) (4,122)
Depreciation e 33,657 42,256
Amortisation of leasehold land and A& 1 o o {5 AR AR 6
land use right 557 557
Amortisation of deferred income IRFEY A SR (867) (2,144)
Gain on disposal of available-for-sale &R E S B E W
financial assets (300) =
Share of loss of investment accounted for using DA EARSN
equity method KEEE 15,350 3,144
Impairment loss of inventories FEREEE 1,529 =
Impairment loss of trade receivables B 5 eI R E S 445,544 129,888
Impairment loss of prepayments A RIBEREREE 104,603 54,887
Impairment loss of property, plant and equipment 472 - BE M & EREEE - 15,533
Impairment for investment accounted for using AR EARNIRERE
equity method - 60,000
Loss on disposal of property, plant and equipment &Y%  BE M&EEIE 459 9,541
Operating cash flows before working LIEBREBRIACE
capital changes BensE (47,166) 15,046
Change in inventories Fa% (3,805) 14,082
Change in trade and other receivables B 5N E b REWFRIAE ) (90,679) (397,802)
Change in due from an associate eI — B &N R IR & ) (7.290) -
Change in trade and other payables B 5 REAE N FRIARE) (23,186) (57,091)
Cash used in operations KEMARNIR S (172,126) (425,765)
Income tax paid B AEH (1,485) =
Net cash used in operating activities RESTEFTARESFE (173,611) (425,765)
Cash flows from investing activities REFHFAERERE
Purchase of property, plant and equipment BEWE - BB R&E (4,138) (7,453)
Investment in an associate R—FEBE QAR E - (70,000)
Proceeds from disposal of property, HEYE - BEMEEN
plant and equipment FR1SRIE 3,716 8
Net decrease in time deposit TEHFE RO FRE - 319,582
Interest received U FE 246 4,122
Net cash (used in)/generated from investing REEE(FTA), FERE
activities e (176) 246,259
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CONSOLIDATED STATEMENT OF CASH FLOWS &I KER

Cash flows from financing activities

MEZDAESRERE

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

2016
—EF—RF

RMB'000
ARETT

Proceeds from borrowings ERETSFIA 384,308 234,358

Repayments for borrowings BEER (208,356) (99,827)

Decrease in restricted bank deposits ZRHIRITETOR LD 20,960 2,408

Proceeds from shares issued for share-based LA AD BN EE 1T AR (D A9

compensation FriS 708 - 21,325

Interest paid BFE (25,953) (30,077)
Net cash generated from financing activities METEMERSTFE 170,959 128,187
Net decrease in cash and cash equivalents ReRBSEEYRED EHE (2,828) (51,319)
Cash and cash equivalents at beginning of year FReRBEEED 4,082 55,401
Cash and cash equivalents at end of year FRESRELSEEY 1,254 4,082

The notes on pages 68 to 122 are an integral part of these

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BT IS SRR RE

For the year ended 31 December 2017

e -

68

E—tFEFZA=F—AIFE

GENERAL INFORMATION

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

The Company is an investment holding company and its
subsidiaries (together the “Group”) are principally engaged in
the design, manufacturing and sales of fabrics and yarns and
trading of polyetherimide (“PEI").

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

These consolidated financial statements are presented in
Renminbi (“RMB") and all values are rounded to the nearest
thousand unless otherwise stated.

GOING CONCERN BASIS

The Group incurred a loss of approximately RMB732,765,000
for the year ended 31 December 2017 and as at 31 December
2017, the Group had net current liabilities and net liabilities
of approximately RMB314,548,000 and RMB129,032,000,
respectively. Furthermore, as at 31 December 2017, the Group’s
bank borrowings of approximately RMB195,991,000 were
overdue and its bonds of approximately RMB186,563,000 are
subject to renewal or to be fully repaid within the next twelve
months as disclosed in note 24. These conditions indicate the
existence of a material uncertainty which may cast significant
doubt on the Group’s ability to continue as a going concern.
Therefore, the Group may be unable to realise its assets and
discharge its liabilities in the normal course of business.

The directors of the Company are of the opinion that it is
appropriate to prepare the consolidated financial statements on
going concern basis. These consolidated financial statements
have been prepared on a going concern basis, the validity of
which depends upon that the Group will be able to successfully
negotiate and agree with the creditors to renew or extend the
existing borrowings or complete debt financing to meet its
liabilities as they fall due.

WANG TAI HOLDINGS LIMITED
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GOING CONCERN BASIS (continued)

Should the Group be unable to continue as a going concern,
adjustments would have to be made to the consolidated
financial statements, to write down the value of assets to their
recoverable amounts, to provide for further liabilities which
might arise and to reclassify non-current assets and non-current
liabilities as current assets and current liabilities, respectively.
The effect of these adjustments has not been reflected in the
consolidated financial statements.

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and
revised International Financial Reporting Standards (the “IFRSs”)
issued by the International Accounting Standards Board that
are relevant to its operations and effective for its accounting
year beginning on 1 January 2017. IFRSs comprise International
Financial Reporting Standards; International Accounting
Standards and Interpretations. The adoption of these new and
revised IFRSs did not result in significant changes to the Group’s
accounting policies, presentation of the consolidated financial
statements and amounts reported for the current and prior
years.

The Group has not applied the new IFRSs that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new IFRSs but is not yet in a
position to state whether these new IFRSs would have a material
impact on its results of operations and financial position.
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SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared in
accordance with IFRSs, the applicable disclosures required by the
Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and by the Hong Kong Companies
Ordinance.

These consolidated financial statements have been prepared
under the historical cost convention, as modified by available-
for-sale financial assets which are carried at their fair value.

The preparation of consolidated financial statements in
conformity with IFRSs requires the use of key assumptions
and estimates. It also requires the directors to exercise their
judgements in the process of applying the accounting policies.
The areas involving critical judgements and areas where
assumptions and estimates are significant to these consolidated
financial statements are disclosed in note 5.

The significant accounting policies applied in the preparation of
these consolidated financial statements are set out below.

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to
31 December. Subsidiaries are entities over which the Group has
control. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power
over the entity. The Group has power over an entity when the
Group has existing rights that give it the current ability to direct
the relevant activities, i.e. activities that significantly affect the
entity’s returns.

When assessing control, the Group considers its potential voting
rights as well as potential voting rights held by other parties,
to determine whether it has control. A potential voting right is
considered only if the holder has the practical ability to exercise
that right.

Subsidiaries are consolidated from the date on which control
is transferred to the Group. They are de-consolidated from the
date the control ceases.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
C0n50|idati0n (continued)

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies
adopted by the Group.

Non-controlling interests represent the equity in subsidiaries
not attributable, directly or indirectly, to the Company. Non-
controlling interests are presented in the consolidated statement
of financial position and consolidated statement of changes in
equity within equity. Non-controlling interests are presented
in the consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or loss and total
comprehensive income for the year between the non-controlling
shareholders and owners of the Company.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the Company and to
the non-controlling shareholders even if this results in the non-
controlling interests having a deficit balance.

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of an entity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable
or convertible, including potential voting rights held by other
entities, are considered when assessing whether the Group has
significant influence. In assessing whether a potential voting
right contributes to significant influence, the holder’s intention
and financial ability to exercise or convert that right is not
considered.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
ASSOCiates (continued)

Investment in an associate is accounted for in the consolidated
financial statements by the equity method and is initially
recognised at cost. Identifiable assets and liabilities of the
associate in an acquisition are measured at their fair values
at the acquisition date. The excess of the cost of acquisition
over the Group’s share of the net fair value of the associate’s
identifiable assets and liabilities is recorded as goodwill. The
goodwill is included in the carrying amount of the investment
and is tested for impairment together with the investment at the
end of each reporting period when there is objective evidence
that the investment is impaired. Any excess of the Group’s share
of the net fair value of the identifiable assets and liabilities over
the cost of acquisition is recognised in profit or loss.

The Group's share of an associate’s post-acquisition profits or
losses is recognised in profit or loss, and its share of the post-
acquisition movements in reserves is recognised in reserves. The
cumulative post-acquisition movements are adjusted against
the carrying amount of the investment. When the Group's
share of losses in an associate equals or exceeds its interest in
the associate, including any other unsecured receivables, the
Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the associate. If
the associate subsequently reports profits, the Group resumes
recognising its share of those profits only after its share of the
profits equals the share of losses not recognised.

The gain or loss on the disposal of an associate that results
in a loss of significant influence represents the difference
between (i) the fair value of the consideration of the sale plus
the fair value of any investment retained in that associate and
(i) the Group’s share of the net assets of that associate plus
any remaining goodwill relating to that associate and any
related accumulated foreign currency translation reserve. If an
investment in an associate becomes an investment in a joint
venture, the Group continues to apply the equity method and
does not remeasure the retained interest.

Unrealised profits on transactions between the Group and its
associates are eliminated to the extent of the Group’s interests
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the
asset transferred. Accounting policies of associates have been
changed where necessary to ensure consistency with the policies
adopted by the Group.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Foreign currency translation

(a)

(b)

(c)

Functional and presentation currency

Items included in the financial statements of each of
the Group's entities are measured using the currency of
the primary economic environment in which the entity
operates (the “functional currency”). The consolidated
financial statements are presented in RMB, which is the
Group's presentation currency and the functional currency
of the Company and its principal operating subsidiaries.

Transactions and balances in each entity’s
financial statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies are
translated at the exchange rates at the end of each
reporting period. Gains and losses resulting from this
translation policy are recognised in profit or loss.

Translation on consolidation

The results and financial position of all the Group entities
that have a functional currency different from the Group's
presentation currency are translated into the Group'’s
presentation currency as follows:

- Assets and liabilities for each statement of financial
position presented are translated at the closing rate
at the date of that statement of financial position :

- Income and expenses are translated at average
exchange rates (unless this average is not a
reasonable approximation of the cumulative effect
of the rates prevailing on the transaction dates, in
which case income and expenses are translated at
the exchange rates on the transaction dates) : and

= All resulting exchange differences are recognised in
the foreign currency translation reserve.

On consolidation, exchange differences arising from the
translation of the net investment in foreign entities and
of borrowings are recognised in the foreign currency
translation reserve. When a foreign operation is sold, such
exchange differences are recognised in profit or loss as
part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets and
liabilities of the foreign entity and translated at the closing
rate.
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SIGNIFICANT ACCOUNTING POLICIES (continueq)
Property, plant and equipment

Buildings comprise mainly factories and offices. Property, plant
and equipment are stated at cost less accumulated depreciation
and impairment loss.

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

Depreciation of property, plant and equipment is calculated at
rates sufficient to write off their costs less their residual values
over the estimated useful lives on a straight-line basis. The useful
lives are as follows:

Buildings 20 years
Machinery and equipment 10 years
Office equipment, furniture and vehicles 5 years

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

Construction in progress represents buildings under construction
and plant and machinery pending installation, and is stated
at cost less impairment losses. Depreciation begins when the
relevant assets are available for use.

The gain or loss on disposal of property, plant and equipment is
the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in profit or loss.

Operating leases

Leases that do not substantially transfer all the risks and rewards
of ownership of assets to the Group are accounted for as
operating leases. Lease payments (net of any incentives received
from the lessor) are recognised as an expense on a straight-line
basis over the lease term.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined using the weighted average basis.
The cost of finished goods and work in progress comprises
raw materials, direct labour and an appropriate proportion of
all production overhead expenditure, and where appropriate,
subcontracting charges. Net realisable value is the estimated
selling price in the ordinary course of business, less the estimated
costs of completion and the estimated costs necessary to make
the sale.

Recognition and derecognition of financial
instruments

Financial assets and financial liabilities are recognised in
the consolidated statement of financial position when the
Group becomes a party to the contractual provisions of the
instruments.

Financial assets are derecognised when the contractual rights to
receive cash flows from the assets expire; the Group transfers
substantially all the risks and rewards of ownership of the
assets; or the Group neither transfers nor retains substantially
all the risks and rewards of ownership of the assets but has not
retained control on the assets. On derecognition of a financial
asset, the difference between the asset’s carrying amount and
the sum of the consideration received and the cumulative gain
or loss that had been recognised in other comprehensive income
is recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled or
expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid is
recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continueq)
Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial
assets not classified as trade and other receivables, held-to-
maturity investments or financial assets at fair value through
profit or loss. Available-for-sale financial assets are subsequently
measured at fair value. Gains or losses arising from changes
in fair value of these investments are recognised in other
comprehensive income, until the investments are disposed of or
there is objective evidence that the investments are impaired, at
which time the cumulative gains or losses previously recognised
in other comprehensive income are recognised in profit or
loss. Interest calculated using the effective interest method is
recognised in profit or loss.

Impairment losses recognised in profit or loss for equity
investments classified as available-for-sale financial assets are
not subsequently reversed through profit or loss. Impairment
losses recognised in profit or loss for debt instruments classified
as available-for-sale financial assets are subsequently reversed
and recognised in profit or loss if an increase in the fair value of
the instruments can be objectively related to an event occurring
after the recognition of the impairment loss.

Trade and other receivables

Trade and other receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market and are recognised initially at fair value and
subsequently measured at amortised cost using the effective
interest method, less allowance for impairment. An allowance
for impairment of trade and other receivables is established
when there is objective evidence that the Group will not be
able to collect all amounts due according to the original terms
of receivables. The amount of the allowance is the difference
between the receivables’ carrying amount and the present
value of estimated future cash flows, discounted at the effective
interest rate computed at initial recognition. The amount of the
allowance is recognised in profit or loss.

Impairment losses are reversed in subsequent periods and
recognised in profit or loss when an increase in the receivables’
recoverable amount can be related objectively to an event
occurring after the impairment was recognised, subject to
the restriction that the carrying amount of the receivables at
the date the impairment is reversed shall not exceed what the
amortised cost would have been had the impairment not been
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & Bl #5 s R Bt 5

SIGNIFICANT ACCOUNTING POLICIES (continued)
Cash and cash equivalents

For the purpose of the consolidated statement of cash flows,
cash and cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term highly liquid investments which are readily
convertible into known amounts of cash and subject to an
insignificant risk of change in value. Bank overdrafts which are
repayable on demand and form an integral part of the Group’s
cash management are also included as a component of cash
and cash equivalents.

Financial liabilities and equity instruments
Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under IFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. The accounting policies
adopted for specific financial liabilities and equity instruments
are set out below.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

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

Trade and other payables

Trade and other payables are stated initially at their fair value
and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting would
be immaterial, in which case they are stated at cost.

Equity instruments
Equity instruments issued by the Group are recorded at the
proceeds received, net of direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (continueq)
Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable that
the economic benefits will flow to the Group and the amount
of revenue can be measured reliably.

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

Interest income is recognised on a time-proportion basis using
the effective interest method.

Employee benefits

(a) Employee leave entitlements
Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave and long service leave as a result of services rendered
by employees up to the at the end of the reporting period.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

(b) Pension obligations
The Group contributes to defined contribution retirement
schemes which are available to all employees. Contributions
to the schemes by the Group and employees are calculated
as a percentage of employees’ basic salaries. The retirement
benefit scheme cost charged in profit or loss represents
contributions payable by the Group to the funds.

(c) Termination benefits
Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw the
offer of those benefits and when the Group recognises
restructuring costs and involves the payment of
termination benefits.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Share-based payments

The Group issues equity-settled share-based payments to certain
directors and employees.

Equity-settled share-based payments to directors and employees
are measured at the fair value (excluding the effect of non
market-based vesting conditions) of the equity instruments at
the date of grant. The fair value determined at the grant date
of the equity-settled share-based payments is expensed on a
straight-line basis over the vesting period, based on the Group's
estimate of shares that will eventually vest and adjusted for the
effect of non market-based vesting conditions.

Equity-settled share-based payments to consultants are
measured at the fair value of the services rendered or if the fair
value of the services rendered cannot be reliably measured, at
the fair value of the equity instruments granted. The fair value
is measured at the date the Group receives the services and is
recognised as an expense.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of
those assets, until such time as the assets are substantially ready
for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on that
asset. The capitalisation rate is the weighted average of the
borrowing costs applicable to the borrowings of the Group that
are outstanding during the period, other than borrowings made
specifically for the purpose of obtaining a qualifying asset.
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SIGNIFICANT ACCOUNTING POLICIES (continueq)
Government grants

A government grant is recognised when there is reasonable
assurance that the Group will comply with the conditions
attaching to it and that the grant will be received.

Government grants relating to income are deferred and
recognised in profit or loss over the period to match them with
the costs they are intended to compensate.

Government grants that become receivable as compensation for
expenses or losses already incurred or for the purpose of giving
immediate financial support to the Group with no future related
costs are recognised in profit or loss in the period in which they
become receivable.

Government grants relating to the purchase of assets are
recorded as deferred income and recognised in profit or loss on
a straight-line basis over the useful lives of the related assets.

Taxation
Income tax represents the sum of the current tax and deferred
tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit recognised in profit or loss
because it excludes items of income or expense that are taxable
or deductible in other years and it further excludes items that
are never taxable or deductible. The Group’s liability for current
tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used
in the computation of taxable profit. Deferred tax liabilities
are generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences, unused tax losses or unused
tax credits can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill or
from the initial recognition (other than in a business combination)
of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries and associates
except where the Group is able to control the reversal of the
temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future.

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 profits will be
available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been enacted
or substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it relates
to items recognised in other comprehensive income or directly
in equity, in which case the deferred tax is also recognised in
other comprehensive income or directly in equity.

The measurement of deferred tax assets and liabilities reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied
by the same taxation authority and the Group intends to settle
its current tax assets and liabilities on a net basis.
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SIGNIFICANT ACCOUNTING POLICIES (continuea)
Related parties
A related party is a person or entity that is related to the Group.

(@ A person or a close member of that person’s family is
related to the Group if that person:

(i) has control or joint control over the Group;
(i) has significant influence over the Group; or

(i) is a member of the key management personnel of
the Company or of a parent of the Company.

(b)  An entity is related to the Group (reporting entity) if any
of the following conditions applies:

(i)  The entity and the Company are members of
the same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

(i)~ One entity is an associate or joint venture of the
other entity (or an associate or joint venture of a
member of a group of which the other entity is a
member).

(i)  Both entities are joint ventures of the same third
party.

(iv)  One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

(v)  The entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group. If the Group is itself
such a plan, the sponsoring employers are also
related to the Group.

(vi) The entity is controlled or jointly controlled by a
person identified in (a).

(vii) 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).

(viii) The entity, or any member of a group of which it is
a part, provides key management personnel services
to the Company or to a parent of the Company.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Segment reporting

Operating segments and the amounts of each segment item
reported in the consolidated financial statements are identified
from the financial information provided regularly to the Group’s
most senior executive management for the purpose of allocating
resources and assessing the performance of the Group’s various
lines of business.

Individually material operating segments are not aggregated for
financial reporting purposes unless the segments have similar
economic characteristics and are similar in respect of the nature
of products and services, the nature of productions processes,
the type or class of customers, the methods used to distribute
the products or provide the services, and the nature of the
regulatory environment. Operating segments which are not
individually material may be aggregated if they share a majority
of these criteria.

Impairment of assets

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets, to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of any impairment loss. Where it is not
possible to estimate the recoverable amount of an individual
asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. 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.

If the recoverable amount of an asset or cash-generating unit
is estimated to be less than its carrying amount, the carrying
amount of the asset or cash-generating unit is reduced to
its recoverable amount. An impairment loss is recognised
immediately in profit or loss, unless the relevant asset is carried
at a revalued amount, in which case the impairment loss is
treated as a revaluation decrease.
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SIGNIFICANT ACCOUNTING POLICIES (continueq)
Impairment of assets (continued)

Where an impairment loss subsequently reverses, the carrying
amount of the asset or cash-generating unit is increased to
the revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the carrying
amount that would have been determined (net of amortisation
or depreciation) had no impairment loss been recognised for
the asset or cash-generating unit in prior years. A reversal of
an impairment loss is recognised immediately in profit or loss,
unless the relevant asset is carried at a revalued amount, in
which case the reversal of the impairment loss is treated as a
revaluation increase.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the financial statements. Events after the reporting
period that are not adjusting events are disclosed in the notes to
the consolidated financial statements when material.
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CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgements in applying accounting
policies

In the process of applying the accounting policies, the directors
have made the following judgements that have the most
significant effect on the amounts recognised in the consolidated
financial statements.

(a) Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of which
depends upon that the Group will be able to successfully
negotiate and agree with the creditors to renew or extend
the existing borrowings or complete debt financing to
meet its liabilities as they fall due in the foreseeable future.
Details are explained in note 2.

Key sources of 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 discussed below.

(a) Property, plant and equipment and
depreciation
The Group determines the estimated useful lives, residual
values and related depreciation charges for its property,
plant and equipment. This estimate is based on the
historical experience of the actual useful lives and residual
values of property, plant and equipment of similar nature
and functions. The Group will revise the depreciation
charge where useful lives and residual values are different
to those previously estimated, or it will write-off or write-
down technically obsolete or non-strategic assets that
have been abandoned or sold.

(b) Impairment of property, plant and equipment
Property, plant and equipment are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount of the assets exceeds
their recoverable amount. The recoverable amount is
determined with reference to the fair value less costs of
disposal. Where the fair value less costs of disposal are
less than expected or there are unfavourable events and
change in facts and circumstance which result in revision
of fair value less costs of disposal, a material impairment
loss may arise.
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CRITICAL JUDGEMENTS AND KEY

ESTIMATES (continued)

Key sources of estimation uncertainty (ontinued)

(c) Impairment of trade and other receivables
The Group makes impairment for trade and other
receivables based on assessments of the recoverability
of the trade and other receivables, including the current
creditworthiness and the past collection history of each
debtor. Impairments arise where events or changes in
circumstances indicate that the balances may not be
collectible. The identification of bad and doubtful debts
requires the use of judgement and estimates. Where the
actual result is different from the original estimate, such
difference will impact the carrying value of the trade and
other receivables and doubtful debt expenses in the year
in which such estimate has been changed.

(d) Allowance for slow-moving inventories and net
value of inventories
Allowance for slow-moving inventories is made based on
the aging and estimated net realisable value of inventories.
The assessment of the allowance amount involves
judgement and estimates. Where the actual outcome
in future is different from the original estimate, such
difference will impact the carrying value of inventories and
allowance charge/write-back in the year in which such
estimate has been changed.

Net realisable value of inventories is the estimated selling
price in the ordinary course of business, less estimated
costs of completion and selling expense. These estimates
are based on the current market condition and the
historical experience of manufacturing and selling
products of similar nature. It could change significantly
as a result of changes in customer taste and competitor
actions in response to severe industry cycles. The Group
will reassess the estimates by the end of each reporting
period.
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CRITICAL JUDGEMENTS AND KEY

ESTIMATES (continued)

Key sources of estimation uncertainty (continueq)

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

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks:
foreign currency risk, credit risk, liquidity risk and interest
rate risk. The Group’s overall risk management programme
focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s financial
performance.

(a) Foreign currency risk

The Group has minimal exposure to foreign currency risk
as most of its business transactions, assets and liabilities
are principally denominated in the functional currencies
of the respective group entities. The Group currently does
not have a foreign currency hedging policy in respect of
foreign currency transactions, assets and liabilities. The
Group will monitor its foreign currency exposure closely
and will consider hedging significant foreign currency
exposure should the need arise.

At 31 December 2017, if RMB had weakened/
strengthened by 5% against the United States dollar and
the Hong Kong dollar (“HK$") with all other variables
held constant, the Group’s loss after tax for the year
would have been approximately RMB4,319,000 (2016:
RMB4,287,000) lower/higher, arising mainly as a result
of the foreign exchange gain/loss on translation of bank
and cash balances, trade and other receivables, trade and
other payables and borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bl #5 3R R B 5

6.

For the year ended 31 December 2017

FINANCIAL RISK MANAGEMENT (continued)

(b) Credit risk

88

The Group’s maximum exposure to credit risk in the event
that counterparties fail to perform their obligations at
the end of the reporting period in relation to each class
of recognised financial assets is the carrying amounts
of those assets as stated in the consolidated statement
of financial position. The Group’s credit risk is primarily
attributable to its trade and other receivables, amount due
from an associate and deposits at banks. At 31 December
2017, the Group had certain concentration of credit risk as
approximately 18% (2016: 23%) and 73% (2016: 69%)
of the Group’s trade and other receivables were due
from the Group’s largest customer and the five largest
customers, respectively. In order to minimise credit risk,
the management review the recoverable amount of each
individual receivable regularly to ensure that adequate
impairment losses are recognised for irrecoverable
receivables. In this regard, the management consider that
the Group'’s credit risk is significantly reduced.
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69%) N RIEAEBZAREFERA
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

6. FINANCIAL RISK MANAGEMENT (continued)
(c) Liquidity risk
Liquidity risk is the risk that the Group is unable to meet
its current obligations when they fall due.

The Group’s policy is to regularly monitor current and
expected liquidity requirements to ensure that it maintains
sufficient reserves of cash and availability of facility credit
lines to meet its liquidity requirements in the short and
longer term.

The maturity analysis of the Group’s financial liabilities is as
follows:

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

6. HMKEMEEm@m

(o)

B LR
VB L B 15 7 5 B A L B0 A R B
AR R BL A TR ©

AEBZBRREHERB I REH
MBESFR  URREARFEHR
EREMTTHEAREEER BN
HEMEBEHAZRDESHE -

AEESRBENONIIENT

Total contractual undiscounted cash flow

EHALRESRELE
Between 1 Between 2
Less than and and Over
Total 1 year 2 years 5 years 5 years
b HR-F -EME MEZHF BBEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARETT ARBTT ARBTT NS
At 31 December 2017 R-B—tfE
t2Azt-8
Trade and other payables B 5 REMERNTE 131,244 131,244 - - -
Interest portion of borrowings £ HFE 55 69,932 31,007 13,992 20,679 4,254
Principal portion of borrowings £ HA& 55 926,493 443,805 93,442 118,231 271,015
1,127,669 606,056 107,434 138,910 275,269
At 31 December 2016 R=B-R%
+ZA=t-H
Trade and other payables Lo REAMENTE 100,197 100,197 = = -
Interest portion of borrowings  fEZEIH S5 64,494 28,447 13,227 20,300 2,520
Principal portion of borrowings {27 KA S 55 667,216 261,609 149,027 97,160 159,420
831,907 390,253 162,254 117,460 161,940
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For the year ended 31 December 2017
#HE=F

6.

90

+FF A=

HIFFE

FINANCIAL RISK MANAGEMENT (continued)
(d) Interest rate risk

(e)

()

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

The Group's interest rate risk arises from borrowings.
Borrowings obtained at variable rates expose the Group
to cash flow interest rate risk. Borrowings obtained at
fixed rates expose the Group to fair value interest rate
risk. At 31 December 2017, approximately 99% (2016:
98%) of the Group’s borrowings were at fixed rates and
the remaining were at floating rates. The Group does not
hedge its cash flow and fair value interest rate risk. The
interest rates and terms of repayments of borrowings are
disclosed in note 24.

Fair values

The carrying amounts of the Group’s financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair values.

Financial instruments by category

The carrying amounts of each of the category of the
Group'’s financial instruments at the end of the reporting
period are as follows:

6.

B 3% L P B 2 ()
(d) F=mEk

(e)

(f)

BREBRBRITERERITREIN - K
SEYEBEAEEE - AEEMK
ARBERERABD BILNTEHH
REH EREITTEHAREEN
NEBHEEFTEATE -

REBREEREEMNERR - LOZE
BANKNEREAEERHRSRE
FERR - BESMB/ARNERERE
EEEQAFEMNERR R_ZT—+
F+-_A=1+—8 A£EEZFH
99% (= Z —/NF : 98% ) & & B &
B B TARZEERE - AEEIW &
HHHERERERAFEREER
& SREFI 2 K38 BAEA MY 512440 5 o

AFE

RAB R BN R RN AR E 2 &
RAERCMEBIEAEREEY
ATAEAE -

RENEsHNEMIA
RIBERF - AEESHENLHT
EMEEESIBET

2017 2016
—EB—tHF ZE—RF
RMB’000 RMB’000
ARBT T ARBFIT

Financial assets ETWMEE
Available-for-sale financial assets At EcREE - 4,500

Loans and receivables (including cash ERKENFIE(BERE R

and cash equivalents) BEEEY) 214,157 560,465
214,157 564,965

Financial liabilities cRaE
Financial liabilities at amortised cost REEN AT ENEREE 882,014 652,269
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—T—+F+ A=+ HIFE

7. REVENUE 7. W&
The Group’s revenue recognised during the year represents FR - AEBEBEROKEEEHRYGHE
sales of fabrics and yarns and trading of PEl. An analysis of the NRIEREBHEE - AEBHFAKED T
Group's revenue for the year is as follows: R

2017 2016
S e

RMB’000 RMB'000
ARET R ARBTT

Sales of fabrics and yarns R R ERIEE 271,858 447,717
Trading of PEI IRBHER - 332,593
271,858 780,310

8. OTHER INCOME 8. HflA

2017 2016
S

RMB’000 RMB'000
AR®T T ARETT

Net foreign exchange gain SNE Y AR FEE - 7,410
Government grants received B U BT 47 B 7,158 1,599
Amortisation of deferred income of & 7 AR R T A7 B T S U A B 8
government grants relating to assets 867 2,144
Gain on disposal of available-for-sale LERMHESmEE RS
financial assets 300 -
Others Hth 20 =
8,345 11,153

ERERER2A 91
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017

B2 —F—+F+—_HA=+—HIFZE
9. SEGMENT INFORMATION 0.

The Group's reportable segments are strategic business units
that offer different products. They are managed separately
because each business requires different technology and
marketing strategies. The Group has three reportable segments:
(i) sales of fabrics; (i) sales of cotton yarns; and (iii) trading of
PEI.

The accounting policies of the operating segments are the
same as those described in note 4. Segment profit or loss do
not include other income, other losses, selling and distribution
costs, general and administrative expenses, finance costs — net,
share of loss of investment accounted for using equity method
and related impairment. Segment assets do not include deferred
income tax assets, restricted bank deposits and bank and cash
balances. Segment liabilities do not include current and deferred
income tax liabilities and borrowings.

REBH A 2|0 B AR S B E @A 5
EBEMN - AN EBFE TR M & ZE
SHIRAS - MRBEXGEMEABUERE - &
SEE=[ER2HIE - (VEHHEE ()R
IRERIHE © R(NTRPBHEE -

LED AN BEREN 4P E AR -
DEEE T BREEMBA - BfbEE - HE
RDHRA ~ —RRITHF - BEKA—
FFR R DR RE N R E 518 M ARRE
BE - DHEETERELMEREE X
RERITERARRITRASLER - DFE
BB MR EHABERER -

92

Fabrics Yarns PEI Total
E# 0 IREH @5t
RMB'000 RMB'000 RMB'000 RMB’000
ARETR ARETR INS ARETR
Segment results DEEE
Year ended 31 December 2017: BZE-Z—tF+=A
=+-BLFE:
Reportable segment revenue BES mEe 365,783 - - 365,783
Inter-company revenue N[t (93,925) - - (93,925)
Reportable segment revenue derived REINPEPHAI 24
from external customers 2 ElE 271,858 - - 271,858
Reportable segment loss E2HEHBER (16,604) - - (16,604)
Other operating expenses Ef SR (623,878)
Other income and other losses - net EAREMEE—F8 8,134
Finance costs - net MEMA— 3 (53,253)
Share of loss of investment accounted ~ AEIRIEZS A ABRA)
for using equity method REER (15,350)
Loss before tax BREtRIER (700,951)
Income tax expense i3 (31,814)
Loss for the year FNEE (732,765)
Other segment items Hit A HEA
Capital expenditure BARY 28,774 - - 28,774
Amortisation of leasehold land and MHE Lt R R
land use right 557 - - 557
Depreciation of property, plant and M - BERSERE
equipment 32,158 1,499 - 33,657
Impairment losses REEE 242,071 - 309,605 551,676
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

9. SEGMENT INFORMATION (continued) 9. Q%Bﬁﬂ(ﬁ)

Fabrics Yarns PEI Tot\al
[Epes wis TEER et

RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETT  AREBTRE  ARETRL

Year ended 31 December 2016: BE_ZT-RE+=A
=t—HLEFE:

Reportable segment revenue EE e 622,161 48,923 332,593 1,003,677
Inter-company revenue NGIIEL e (174,444) (48,923) - (223,367)
Reportable segment revenue derived REINSEFPHA 24

from external customers 2 EE 447,717 - 332,593 780,310
Reportable segment (loss)/profit A 2HAEB(ER) 5T (25,327) (15,533) 20,017 (20,843)
Other operating expenses HAb s (215,962)
Other income and other losses - net HiA R EESE 58 1,333
Finance costs - net BARAR— 58 (49,146)
Share of loss of and impairment for SRR E AR

investment accounted for using equity & BB KR(E

method (63,144)
Loss before tax BRIRIEE (347,762)
Income tax credit FiETiES 16,739
Loss for the year FRER (331,023)
Other segment items Hit A #IEA
Capital expenditure BERRY 7,453 = = 7,453
Amortisation of leasehold land and ME 11 [ 15 PR 88

land use right 495 62 - 557
Depreciation of property, plant and nE - BERRENE

equipment 35,464 6,792 - 42,256
Impairment losses REER 244,775 15,533 = 260,308

EAERERQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

9. SEGMENT INFORMATION (continued) 9. ﬁ%ﬂﬁ*ﬂ'(ﬁ)
Fabrics Yarns PEI Total
i By IRER fct
RMB'000 RMB'000 RMB'000 RMB'000
AREFTL AREFT AREFT AREFTT
Segment assets and liabilities PHEERER
At 31 December 2017: R-Z-t&
TZA=t-H:
Segment assets PHEE 776,987 - - 776,987
Unallocated assets ADEEBE 1,254
Total assets BEAR 778,241
Segment liabilities FHEE 177,423 2,620 - 180,043
Unallocated liabilities AOEAE 727,230
Total liabilities SE4E 907,273
At 31 December 2016: R-E—XRE
t=A=t-8:
Segment assets PHEE 896,041 28,616 332,593 1,257,250
Unallocated assets ADEBE 54,788
Total assets BEAH 1,312,038
Segment liabilities AHEE 163,474 3,908 340 167,722
Unallocated liabilities ApEEE 540,583
Total liabilities aEAE 708,305
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—F—+F+ - HA=F—HIFE

SEGMENT INFORMATION (continued) 9. Q%BE*SI'(%)

Geographical information: WEEH

The following table sets out information about the geographical TREVIAERE R B INPEF WK A AL
location of the Group's revenue from external customers. The BEEH - REMHIBAIE AR MRS HE,
geographical location of customers is based on the location at REE -

which the goods delivered.

2017 PAONNS)
—E—+tF —F—RF

RMB’000 RMB'000
AR¥T R ARBTTT

The People’s Republic of China EE AR EMBE([HE])

(the “PRC") 192,974 219,912
Hong Kong B 78,884 560,398
Consolidated revenue Bt 271,858 780,310

Revenue from major customers: REFTEEFHRE :

2017 2016
—B—tF 3

RMB’000 RMB'000
AR¥T R ARETT

Customer A BPA —* 120,283

Customer B =FB —* 83,228

Customer C =PEC —* 84,769

Customer D EFD 40,723 =

Customer E EPE 29,334 =5

@ Revenue from these customers did not exceed 10% of total & REZERFHRETBBEANBIKZED

revenue for the year. These amounts were shown for comparative 10% ° ZEeRBIHELBAEMmIIT
purpose.
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For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

10. FINANCE COSTS — NET 10. ME KA —FE

2017 2016
—B—+tF —EAF

RMB’000 RMB'000
ARBT R ARBT T

Interest income on bank deposits RITIF KA A B UL A (246) (4,122)
Interest expense on bank borrowings RITIEFMF BMAX 18,625 19,049
Interest expense on bonds BHMF B 50,053 23,503
Net foreign exchange (gain)/loss &5 (Ukzs) i8558 (15,991) 9,508
Bank charges RITFEE 812 1,208
53,253 49,146

11. INCOME TAX EXPENSE/(CREDIT) 1. FiIBHEAx(E&R)

2017 2016
—E—+tF = —NF

RMB’000 RMB'000
AR®T R ARBTT

Current tax: BEARY -
— Hong Kong Profits Tax under- —BEFEEBNEHEETR
provision in prior years 232 -
— PRC Enterprise Income Tax —BEFEPECEMSHEE
under- provision in prior years = 267 -
499 -
Deferred tax JRIERL I 31,315 (16,739)
31,814 (16,739)
The Group is not subject to any taxation in the Cayman Islands AEBEBEZREMNFSHE REBR L
and the British Virgin Islands. SHiIE o
No provision for Hong Kong Profits Tax is required since the AR ER B F A R BB E A FERRTR
Group did not generate any assessable profits raising in Hong wA WMBARBEENESHELRE(ZS
Kong during the year (2016: Nil). —R"EF )
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11. INCOME TAX EXPENSE/(CREDIT) (continued)

In accordance with an additional payment of Hong Kong Profits
Tax issued by Hong Kong Inland Revenue Department for the
year of assessment of 2014/2015, the Group is obliged to pay
an amount of approximately RMB232,000 based on the revised
assessable profits for the year of assessment.

In accordance with an additional assessment of Corporate
Income Tax Law (the “CIT Law") issued by State Administration
of Taxation of PRC for the year of assessment of 2014,
the Group is obliged to pay an amount of approximately
RMB267,000 based on the revised assessable profits for the year
of assessment.

In accordance with the CIT Law of the PRC, subsidiaries of the
Group established in the PRC are subject to Corporate Income
Tax at rate of 25% (2016: 25%) during the year.

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

As at 31 December 2017, due to the accumulated losses in
subsidiaries in the PRC, there is no need to calculate deferred
income tax liabilities for unremitted earnings of the PRC
subsidiaries.

As at 31 December 2017, the Group has unused tax losses of
approximately RMB173,709,000 (2016: RMB102,836,000)
available for offset against future assessable profits. No deferred
tax asset has been recognised in respect of the tax losses due
to the unpredictability of future profit streams of the respective
entities.

1. FIEHEX (BR)®

BREEBBERH T —N,/ TR
FEBEMOBTBNESVEIMIR - AEEA
BB ARE232,0007T TR Z T
FRELEFTRRPURAFH -

BRI R BB R T 75 48 B A 0 1 ZE AT S Bt ok
(IEREHEDEE_S—NIABFE
MEEINTR - AEBASMNHSEHARE
267,0007T JH IR % AT B 4F & S 5T FE iR B v
FETE -

RIEFREBEMERE - FARF B
REEMMBRARBHAMNPENSE XA
25%(=ZF—7F : 25%) °

REBEMNEEAEVE  R-FTN\F—A—
B - ERBERINK N ERERA AN
TENBATE ST N\F—A— BN
RENAEEIRRR - ZFEEERQFS
WEUKI10% AN - MRPEEZEINE
BREBRATMBHRERRITEREEEL
BE > RIRTLARE S % HOBE TR X -

RZZ—+F+ZA=+—8 aAR+PEH
BARBBRER  WHARTENER
AR BN EREMSHAR

R-ZE—+F+-A=+—H0 A&E=EEK
FRAFEEEHARE173,709,0007T( =F
— N AR#102,836,0007T ) Al K 85 K
RIEFFR A o A R B8R 2 FII 2k
BRI TERT - SER T S B EREERE
BE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

11. INCOME TAX EXPENSE/(CREDIT) (continuea)

The reconciliation between income tax expense/(credit) and loss
before tax are as follows:

11.

FrE®iEx (E&)®
Friafif s (%) K& ATERA SR
T~

2017 PAONNS)
—E—+tF —ET—RF
RMB’000 RMB’'000
AR¥T T ARBT T
Loss before tax MRt Al B 1R (700,951) (347,762)
Notional tax on loss before taxation, PRI AT AT EIE - 1RABRAT TS
calculated at the rates applicable in the  ERAERAERH RAE
tax jurisdictions concerned (137,264) (99,245)
Tax effect of income not taxable and NERBUWES MR AT 2
expenses not deductible M E 46,005 89
Impairment provision for which no ANHERIRET IS E N R AR
deferred tax assets was recognised 103,864 38,946
Tax effect of tax losses not recognised AR MERFLIEETE & FiiE 7 £ 18,710 43,471
Under-provision in prior years BEFEREDE 499 -
Income tax expense/(credit) s (E %) 31,814 (16,739)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017

RS
HE—F

+tFEF - A=+—HIFFE

12. LOSS FOR THE YEAR 12. FREE
The Group's loss for the year is stated after charging/(crediting) REEHFARBBLIER,(GFA) THIEE
the following: &5 -
2017 PAONNS)
—E—+tF =K
RMB’'000 RMB'000
ARBT T ARET T
Auditor’s remuneration [ CTEAT) 1,041 1,717
Raw materials and consumables used BT AR MR B RE 246,826 716,268
Change of inventories of finished goods — &pk & R £ B SR & & &)
and work in progress (4,530) 1,728
Depreciation e 33,657 42,256
Amortisation of leasehold land and T & 1 e o i {5 AR AR 8
land use right 557 557
Minimum lease payments under operating 7 B8t A B B 48 & T & A &K
leases in respect of office premises MEFIAE 946 944
Loss on disposal of property, plantand ~ HEWE - BE K& EEE
equipment 459 9,541
Gain on disposal of available-for-sale HEMHEESMEENZ
financial assets (300) -
Net foreign exchange loss included in b N ERIFEGGTA—R R
general and administrative expenses TERR) 31,338 =
Impairment loss of inventories FEREEE 1,529 =
Impairment loss of trade receivables B 5 EUGRIA 2 BIEEE 445,544 129,888
Impairment loss of prepayments TESFRIE 2 REE S 104,603 54,887
Impairment loss of property, plantand ~ #¥1% - /= K& E 2 REEE
equipment - 15,533
Staff costs (including directors’ BTN (BIEESHI —FHizE13)
remuneration — note 13):
Salaries, bonuses and other benefits e AR REAMET 16,745 23,679
Contributions to defined contribution FERFRIRETE 2 5K
retirement schemes 6,811 2,374

EAERERQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

13. DIRECTORS’ AND FIVE HIGHEST PAID

INDIVIDUAL EMOLUMENTS

The emoluments of each director are as follows:

13. EEREBREHMA LT 2HMH
ERERNTHMT -

Salaries, Retirement
bonuses and benefit
other scheme
benefits contributions Total
& AR BB
Hitr iz 7l BEHEN Bt
RMB'000 RMB'000 RMB'000
AR%T R ARET R
Executive Directors BTES
Mr. Lin Qingxiong WEH L E
(Chief Executive) (fTBa%) - 1,291 12 1,303
Mr. Qiu Zhigiang it e - 163 12 175
Mr. Deng Qinghui HEELE 0] - 129 12 14
Independent Non- BYFHTES
executive Directors
Mr. Yu Yubin BISR S (i 104 - - 104
Mr. Ma Chonggi BRRUEAE (i) 104 - - 104
Mr. Chan Sui Wa BRIz A 104 - - 104
Total for the yearended ~ #HZE-Z—tF+_-f
31 December 2017 =+—RLEFE S 312 1,583 36 1,931
Note: BREE -
(i)  Resigned as director on 5 March 2018 () R=ZZ— \F=RRAAHTES
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For the year ended 31 December 2017
BE—F—+F+ - HA=F—HIFE

13. DIRECTORS’ AND FIVE HIGHEST PAID 13. EEN T EESHFMA LT 2HM
INDIVIDUAL EMOLUMENTS (continued) ()

Salaries, Retirement
bonuses and benefit
other scheme
Fees benefits contributions Total

e R EAIER
Me A tAE Al st B gt
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREBTT ARBTT AEBTT

Executive Directors TES
Mr. Lin Qingxiong BT E
(Chief Executive) (TTHURR) - 164 10 174
Mr. Qiu Zhigiang BEREE - 164 10 174
Mr. Deng Qinghui HEmEE - 129 10 139
Independent Non- BUEHITES
executive Directors
Mr. Yu Yubin BB S 107 - - 107
Mr. Ma Chonggi BRREAE 107 - - 107
Mr. Chan Sui Wa BmELE 107 - - 107
Total for the year ended BE-T—A~Et+-A
31 December 2016 =t+—BIEFEEEH 321 457 30 808
The five highest paid employees during the year included two REA - AEZBRRTWATBEERE(ZZ
(2016: three) directors, details of whose remuneration are set —AFZR)EF HFMAOFBERLE
out above. Details of the remuneration of the remaining three R oFREMR=R(ZZT—RF : WR)IFE
(2016: two) non-director, highest paid employees for the year EREFHALTHFENNT

are as follows:

2017 2016
—g—tF —TAE

RMB’000 RMB'000
ARBTR ARETT

Salaries, bonuses and other benefits e LA REMET 1,380 1,489
Retirement benefit scheme contributions iE/REFl T2 FE 16 36
1,396 1,525
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For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

13. DIRECTORS’ AND FIVE HIGHEST PAID
INDIVIDUAL EMOLUMENTS (continued)

The number of non-director, highest paid employees whose
remuneration fell within the following bands is as follows:

&g
£ 21,000,000/ 7T

Emolument band:
Nil — HK$ 1,000,000

13. EERTEREHFMA LT ZHM
(&)
REA - FMN T Ty SEENEESR=H
A TEEBE 0T :

Number of employees

EEHE

2017
—E—tF

2016
—E—RF

During the years ended 31 December 2017 and 2016, no
emoluments were paid by the Group to the five highest paid
individuals, including directors, as an inducement to join
the Group or as compensation for loss of office other than
those disclosed above. In addition, no directors waived any
emoluments during the years ended 31 December 2017 and
2016.

14. LOSS PER SHARE
Basic loss per share
The calculation of basic loss per share is based on the loss
attributable to owners of the Company of approximately
RMB732,765,000 (2016: RMB331,023,000) and the weighted
average of 1,550,000,000 (2016: 1,525,792,000) ordinary
shares in issue during the year.

Diluted loss per share
No diluted loss per share is presented as the Group did not have
any dilutive potential ordinary shares during the years ended
31 December 2017 and 2016.

WANG TAI HOLDINGS LIMITED
2017 Annual Report

102

2T tFR_E—ARF+_A=1—
HIEFE  AEBBERRTERa T AL
(BRES)IMNME  EANBEASERNSE
&3 E IR RS AN BERR A 1 o LEAD
MEEENAEE T —+&ER T — A F
+=—A=t+—BLFERRTMAHE -

14. BREE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—F—+F+ - HA=F—HIFE

15. PROPERTY, PLANT AND EQUIPMENT 15. Y% - BMERRE
Office
equipment,
Machinery and furniture and Construction
Buildings equipment vehicles in progress Total
=2 HERRE RAREH ERIR At
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
NG S AEETT AEETT N S
Cost KA
At 1 January 2016 WZZ—"5-A—H 294,805 259,515 5132 76,230 635,682
Additions AE - 248 65 2 315
Disposals il = (26,348) = = (26,348)
Transfer B 76,232 = = (76,232) =
At 31 December 2016 and RZE-1F
1 January 2017 +ZA=+-Ak
“F—+5-f-AH 371,037 232,915 5,197 - 609,149
Additions AE = 6,274 = 22,500 28,774
Disposals e - (35,458) (407) - (35,865)
At 31 December 2017 R-E—t%
+-A=1+-H 371,037 203,731 4,790 22,500 602,058
Accumulated depreciation ~ RiHTEREE
and impairment
At 1 January 2016 WZZ—"E-A—-H 55,891 100,921 1,417 = 158,229
Charge for the year FRZH 16,590 24,856 810 = 42,256
Disposals & - (12,299) = = (12,299)
Impairment B = 15,533 = = 15,533
At 31 December 2016 and RZZE-RE
1 January 2017 TZA=+-Rk
“2-t5-A-H 72,481 129,01 2,227 - 203,719
Charge for the year FERT 16,590 16,515 552 = 33,657
Disposals e - (31,365) (325) - (31,690)
At 31 December 2017 R-B—t#
+-A=1+-H 89,071 114,161 2,454 = 205,686
Carrying amounts REE
At 31 December 2017 R-B—tF
+ZA=t-H 281,966 89,570 2,336 22,500 396,372
At 31 December 2016 S S
+-A=t-H 298,556 103,904 2,970 - 405,430

EAREREBRQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
B2 —F—+F+—_HA=+—HIFZE

15. PROPERTY, PLANT AND EQUIPMENT (continuea)
As at 31 December 2017, buildings of the Group with
net book value of approximately RMB186,733,000 (2016:
RMB198,351,000) and machinery and equipment of the Group
with net book value of approximately RMB34,689,000 (2016:
RMB43,025,000) were pledged as collateral for certain bank
borrowings of the Group (note 24).

The Group has carried out a review of the recoverable amount
of its property, plant and equipment as at 31 December 2017
with reference to the independent valuation performed by an
independent valuer, Castores Magi (Hong Kong) Limited. The
recoverable amount is assessed based on fair value less cost of
disposal by using replacement cost basis under level 3 fair value
measurement. No impairment loss is recognised for the year
ended 31 December 2017 as the recoverable amount of the
subject property, plant and equipment is larger than and close
to its carrying amount as at 31 December 2017.

16. LEASEHOLD LAND AND LAND USE RIGHT

15. Y% - BERRZRE@®

R-ZE—+F+-A=+—0  NEEEH
SREL AR 186,733,000 ( T — /< ¢
AR #198,351,00070) MIEF AR AEE
BRTER(E A A R 834,689,000 ( —ZF — 7~
F . AR¥43,025,0007T) B eR KR ED
AR EAR S EE TRITE R R (&
24) °

AEEC2EBUGEMRZE(FE)ARA
AETTHELGE  BHER Tt
TZA=+T—HNYE - BERKREHOATK
CE%E - JREESBERE =R FEHE
TEBEERAEE - LRFER L ERAE
HE c HRE_Z—tF+-A=+—8H"
B  BELRENAIRESED R R
BOTHEEE  AHSERaE_—F—+F
ToA=t—BLLFER-IRERE -

. HET R ERE

2017 2016
—E_ —E—NF

RMB’000 RMB'000

ARET T ARETFIT

At 1 January n—A—H 24,338 24,895
Amortisation for the year FNEEH (557) (557)
At 31 December Rt+—-—A=+—8” 23,781 24,338

Leasehold land and land use right represent the net book
amount of prepaid operating lease payments. All land use right is
located in the PRC.

As at 31 December 2017, the Group'’s leasehold land and land
use right with carrying amount of approximately RMB23,781,000
(2016: RMB24,338,000) were pledged as collateral for certain
bank borrowings of the Group (note 24).
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(Fff3E24) -



17.

18.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

AVAILABLE-FOR-SALE FINANCIAL ASSETS

Unlisted equity securities FE F AR AR E 5

17.

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

AHHESHMEE

2017 PAONNS)
—E—+tF —F—RF

RMB’000 RMB'000
AR¥T R ARBTTT

- 4,500

The unlisted equity securities represent a 10% equity interest
in a financial institution in Hubei, the PRC. The unlisted equity
securities were denominated in RMB.

INVESTMENT ACCOUNTED FOR USING
EQUITY METHOD

18.

e £ TR AR 5 AR BRIt — IS TR
£010% BAESS © I RABH LA
RMSEHE -

REREANRNRE

2017 2016
S e

RMB’000 RMB’000
ARMT T ARETT

Unlisted investments: FELETIRE
Share of net assets of an associate DIREE RN R EEFE 70,597 85,947
Goodwill [EES 60,909 60,909
131,506 146,856
Impairment loss BB EE (60,000) (60,000)
71,506 86,856

The following table shows information of the Group’s associate.
The associate is accounted for in the consolidated financial
statements using the equity method. The summarised financial
information presented is based on the financial statements of
the associate.

TREIIAEEHBEARNER - ZHER
AE AR ARG G BRRARR - UHE
2R R ER 2 R RN EHRE 27 -

EAREREBRQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

18. INVESTMENT ACCOUNTED FOR USING 18. IREZZEZAERMNKRE @
EQUITY METHOD (continued)

Name Baixin (China) Co., Ltd.

ZiE BEMBE)ARAT

Principal place of business/country of incorporation The PRC

FTEEEME MK ER s

Principal activities Manufacturing and sales of yarn and cotton fabric
products

EEXER SUE R HERY RIREER Em

% of ownership interests/voting rights held by the Group 50%/50%
HERERER %, NEBPTFIRERE

2017 2016
—B—+tF —EAF

RMB’000 RMB'000
ARBT R ARBTTT

At 31 December: R+=—RA=+—8":
Non-current assets IEmENE E 313,178 328,953
Current assets mENEE 130,402 137,290
Non-current liabilities SEMENAE (106,920) (126,251)
Current liabilities BB R (193,750) (166,382)
Net assets BEFE 142,910 173,610
Year ended 31 December: BE+=-RA=1+—HLEE:
Revenue Wz 122,988 68,143
Loss before tax BRI RIS 18 (30,700) (7,590)
Income tax credit FriS iR & - 1,302
Loss for the year FNEE (30,700) (6,288)
As at 31 December 2017, the bank and cash balances of the RZEBE—tF+_A=+—8  AEEF
Group's associate in the PRC denominated in RMB amounted i N RIAAREENRITRBSERE
to approximately RMB4,309,000 (2016: RMB3,617,000). HAREE4,309,0000(ZF—RF : ARK
Conversion of RMB into foreign currencies is subject to the 3,617,0007T) ° i AR H i BINEBEZ
PRC’s Foreign Exchange Control Regulations. BISMNEE HIERGIRE -
The amount due from an associate is unsecured, interest-free FEURESE %5\ B3 T8 A - B W/ER—
and repayable within one year. FEREE o

1 06 WANG TAI HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

19. INVENTORIES 19. EE

2017 PAONNS)
—E—+tF —F—RF

RMB’000 RMB'000
AR¥T R ARBTTT

Raw materials R 6,601 7,327
Work in progress TS 7,209 19,373
Finished goods BUAK 38,403 23,237
52,213 49,937
As at 31 December 2017, the Group's inventories with carrying RZEBE—+tF+ZA=1T—0  xEEKH
amount of approximately RMB14,138,000 (2016: Nil) were BAHANRE14,138,0007C( ZF— /N -
pledged as collateral for certain bank borrowings of the Group D)NFEEERERERE TIRITERD
(note 24). iR m(MEE24) -
20. TRADE AND OTHER RECEIVABLES 20. EZ R HEMEWRFIER

2017 PAONNS)
—E—+tF —E—RF

RMB’000 RMB'000
ARBT R ARBTTT

Trade receivables B 5 W IR 731,359 660,134
Less: allowance for trade receivables B B SRR IE RS (575,432) (129,888)
155,927 530,246
Prepayments to suppliers for purchase of FiEE B R A7} A L FE pE S A Y
raw materials TEFRIE 181,716 207,295
Less: allowance for prepayments R TR FRIAR A (163,990) (59,387)
17,726 147,908
Bills receivable R EE - 100
Receivables for disposal of machinery and & #28 K 5% & & 3B
equipment - 5,000
Others (note) Hopth (PE) 52,172 2,935
225,825 686,189
Note: FI5E
Included in the balance is other loan receivable of RMB49,594,000 (2016: EHRERERE —RBLE=FTNEMEKRERA
Nil) from an independent third party which is unsecured and interest- R#49,594,0007T(—F—R"F : T) » AEKT
bearing at 12% per annum. Up to the date of this report, other loan RIRENE12%EME - EEAREBE - HhfE
receivable had been fully settled. WEHRE 284S -

EAREREBRQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

20. TRADE AND OTHER RECEIVABLES (continued)
Trade and bills receivables are normally due within 90-120
(2016: 90-270) days from the date of billing. The Group
also offers revolving credit to its customers. The revolving
credit, which provides for a maximum credit limit that may be
outstanding at any one time, is determined based on factors
such as the customers’ credit history and current ability to pay.
The following is an aging analysis of trade and bills receivables,
presented based on the invoice date, at the end of the reporting

20.

g5 R H b EWIE @

B 5 REUGRIE R R Z i — R A FE A Bk
FT90E 1208 (ZZF— /"4 : 90F270H) A
FE - AEBAAMTCIREAEEE - ZA
EHEGHTERERNEA—BRERANRS
HER  DIRERFPMERTEMRITNR
RENEREET - U NARREHRBIEE
ZHHRYINE B RERGIE KRR EIRR
DT o

period.

2017 AONIS)
—E_ —T—NF
RMB’000 RMB’000
ARBET T AREETIT
Within 6 months 6@ A ™A 103,998 330,141
Over 6 months but less than 12 months  61& A LA L1847 121& A 51,929 73,074
Over 12 months 1218 A LA £ - 127,131
155,927 530,346

Allowance for trade receivables B S EWFIENERE

The movements in allowance for trade receivables are as

B 5 RUGRN B EZE T

follows:
2017 2016
—B—tF —EREF
RMB’000 RMB'000
AR¥T T ARBFIT
At beginning of the reporting period & ) 129,888 =
Allowance for the year FNEE 445,544 129,888
At end of the reporting period RS IR 575,432 129,888

The allowance for trade receivables represents individual
impaired trade receivables with a total of approximately
RMB575,432,000 (2016: RMB129,888,000) which are past
due or in default of payments. The Group does not hold any
collateral over these balances. Impaired amounts were directly
written off against trade receivables when there was no
expectation of recovering any amount.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

20. TRADE AND OTHER RECEIVABLES (continued)
Trade and bills receivables that are not
impaired
The aging analysis of trade and bills receivables that are neither
individually nor collectively considered to be impaired are as

For the year ended 31 December 2017
2l E—tFEf A= —HIFE

20. ES K H A EWFE @)
f’gﬁii}ﬁfﬁ NESZRKFERERE
I IEME R sk H R AR AR R ERE 5 E R
BN EWEEABREDITAT

follows:

2017 PAONNS)

—E—+tF —F—R
RMB’'000 RMB'000
AR¥T T ARET T
Neither past due nor impaired R ERIRARE 58,186 530,346
Less than 6 months past due #6861 A 75,755 =

Over 6 months but less than 12 months  ZHA6{E A A _H{B A5 218 B

past due 21,986 -
155,927 530,346

Trade and bills receivables that were not past due relate to a
number of customers who have no recent history of default.
The Group does not hold any collateral over these balances.

21. RESTRICTED BANK DEPOSITS

As at 31 December 2016, bank deposits of approximately
RMB20,960,000 were pledged as security for bills payable issued
by the Group (note 23).

22. BANK AND CASH BALANCES
At the end of reporting period, bank and cash balances of
the Group amounted to approximately RMB373,000 (2016:
RMB3,937,000) are denominated in RMB. Conversion of RMB
into foreign currencies is subject to the PRC’s Foreign Exchange
Control Regulations.

RARBER E 5 B UA R IR R IR E S &
Y R MR TP AR - AREYE
Fhex SHEERIT A ARG

21. ZRFIBITF
RZB—AF+ZA=1+—B  ROEHL
AR#20,960,0007C B I E 45 A S B 5%
TRORENRIRIBIR (M3523) -

22. RITRBELEER
RIREBR  AEBNETRBEEEHY
BARE373,000L(ZF—RF : AR
3,937,00070) + MARBEE - BAREKE
BAINEAZ R RINES FHEHIRE -

EAERERQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

23. TRADE AND OTHER PAYABLES 23. EF R EMENFIE

2017

2016

—E—+tF —F—R

RMB’000 RMB'000
ARBT R ARBT T

Trade payables B 5N F0E 59,270 66,969
Bills payable ENEE - 25,600
Advance payments from customers PR 6,453 6,991
Payables for purchase of property, plant BEE ¥ - BE K& EFEMFOE
and equipment 26,845 7,470
Salary payable ANE 23,783 14,646
Interest payable FEREFE 25,109 12,475
Other payables and accruals E b FOE K ERTE R 21,346 15,467
162,806 149,618
(@) An aging analysis of trade and bills payables at the end @ RBEFHRBEEEZAHNESEN
of the reporting period, based on the invoice date, is as HIERENEERERERTIAT
follows:

2017

2016

—E_ —T—R4F

RMB’000 RMB'000
AR®T R ARBTT

Within 3 months 3EARA 4,203 33,906
Over 3 months but less than 3{E A LA EBALR121E A
12 months 8,505 48,486
Over 12 months 128 A LA E 46,562 10,177
59,270 92,569
(b) As at 31 December 2016, bills payable of approximately b) RZE—XRF+ZA=+—"H LA
RMB25,600,000 were secured by pledged bank deposits R # 25,600,000 7T & FE - =ik BB B 3K
(note 21). RERITIE SRV EE AR (F5E21) ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

24. BORROWINGS

24, &5k

2017 2016
—E—+tF —F—RF
RMB’000 RMB’000
AR®T T AREFIT
Current; mEp

Secured bank borrowings BHIEIRIRITHER (a) 227,475 228,281
Unsecured bank borrowings EIFPIRTTER (a) 24,286 33,328
Unsecured bonds EIRFES (b) 186,563 =
438,324 261,609

Non-current; JEmED -
Unsecured bonds EEIRES (b) 287,337 277,988
725,661 539,597

(a) Bank borrowings

All bank borrowings are repayable on demand or within
one year.

As at 31 December 2017, bank borrowings amounted to
approximately RMB195,991,000 (2016: Nil) were overdue
by the Group due to temporary shortage of funds. As a
result, the Group is subject to a penalty interest expense
during the overdue period.

The Group's bank borrowings of approximately
RMB227,475,000 (2016: RMB228,281,000) were secured
by its property, plant and equipment (note 15), leasehold
land and land use right (note 16) and inventories
(note 19).

The effective interest rates on bank borrowings were
ranging from 5.75% to 10.16% (2016: 7.42% to 9%)
per annum for the year ended 31 December 2017.

(a)

RWITHRK
PRBRITERBEBERAN —FRIE

RZZE—tF+=ZA=+—80 ' &
RERESER  AEEBHNARE
195,991,0007C( =T —/<F : T)H)ER
TEREAHE - At - AEEARS
HHIMAN S B -

AEEIRITIERLIARYE227,475,000
TL(ZZT—/RF : AR#%¥228,281,000
TC)BREME - BB K& (FIEE1S)
THE T & T A& (MR 16) BiF
B (HFE19) B -

HE-_Z—+F+-_A=+—HItF
ERITERNERFRENT5.75%F
10.16%( —F—"F : 742%5E9%) °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

24. BORROWINGS (continued)
(b) Unsecured bonds

As at 31 December 2017, the Company issued a number
of HK$-denominated bonds with an aggregate principal of
approximately HK$431,936,000 (2016: HK$163,000,000).
The bonds are unsecured, bearing interest rates at a
range of 1.5% — 14% (2016: 5% — 8%) per annum,
and repayable during the period from January 2018 to
June 2026. The interest expenses are calculated using the
effective interest method by applying the effective rates
at a range of 8.96% — 43.86% (2016: 11% — 25%). The
maturity profile of the carrying amount of the bonds is

analysed as follows:

24. B @)

(b) EIEBES
R-ZT—+FE+-_A=+—H8 &R
RABITZMUBTIENES &
#AFAX431,936,0008 70( =T —784F ¢
163,000,000/ 7T ) ° ZEEH AEEK
B BFEMENTI5%E14%(=F
—NF 5%E8%)FTBWARE
—NF—AZE-_Z - FEAHREE
2 o FIBFAX IRERFEN T8.96%
$43.86%(=ZF—7"F : 11%=25%)
NEBRAEETE - ZEE5HNET
ENEIHERAITIT

2017 AONIS)

—E_ —ZT—R4F

RMB’000 RMB’000

ARET T ARETFIT

Within one year —F A 186,563 -
In the second year F-ER 77.613 123,638
In the third to fifth years, inclusive FoEFERF(BEEEMTE) 89,996 65,558
After five years hFE 119,728 88,792
473,900 277,988

25. DEFERRED INCOME

Government grants relating to leasehold

25. IEEWA

2017
—E—tF

2016
—E—RF

RMB'000
ARET T

RMB’000
ARBT R

EEE T N T e AR

land and land use right BT BN 14,035 14,254

Government grants relating to plant and SR & % 5 5 B8 A BUT # B)
equipment 3,202 3,850
17,237 18,104
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

25. DEFERRED INCOME (continued) 25. ;Eﬁq&l(ﬁ)
The movements of deferred income during the year are as BIEWARFARRNEBHTINT
follows:

2017 PAONNS)
—E—+tF —F—RF

RMB’000 RMB'000
AR¥T R ARBTTT

At beginning of the reporting period ¥R AR 18,104 19,232
Granted during the year FNER - 1,016
Amortised as income BHAWA (867) (2,144)
At the end of the reporting period RS AR 17,237 18,104
26. DEFERRED TAX 26. IEIEBLH
The following are the major deferred tax assets/(liabilities) LWTAREBRERANTIEZRELEHRBEE
recognised by the Group. (BfE) -

Impairment
Capitalised Accrued Deferred  provision of Tax
interest payroll income assets losses Total

BR{RIR TR BEUA REAERE HEER st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARBTL  ARETL  ARETR  ARETR  ARETR

At 1 January 2016 WZE-~E-A-H (1,641) 3,549 515 1,125 9,459 13,007
~ Credited/(charged) to i
profit or loss (48%) 36 1,220 (500) 18,883 (2,900) 16,739

At 31 December 2016and R=F-~E+=A

1 January 2017 =t-8Rk
—2-t5-f-A (1,605) 4,769 15 20,008 6,559 29,746
~ Credited/(charged) to ~ BRI A/
profit or loss (418%) 36 (4,769) (15) (20,008) (6,559) (31,315)

At 31 December 2017 RZE-+&E+=A

Sr=[g (1,569) - - - - (1,569)
In respect of the deterioration of the Group’s operating RAKRENEERBBME - AARES
performance, the directors of the Company considered (i) to ERE  (VEEBERESTTIE  BLERA -
write back the deferred tax assets recognised in relation to BEMERERHIBBEERNEERIEE
the accrued payroll, deferred income, impairment provision B R()ERELATERIAR S SR - SR
of assets and tax losses recognised in the past; and (ii) not to AFEEERETMELERIBEEE °

recognise any deferred tax assets for the current year due to the
unpredictability of future profit stream.

EAREREBRQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

27. SHARE CAPITAL 27. B
Number of
shares Amount
g G| Kok
(thousands) HK$'000
(FR%) T
Authorised: JRIE
Ordinary shares of HK$0.10 each FZ0.108 TR E B
At 1 January 2016, R=2-—X"F—H—H
31 December 2016, —E—-Xx"FE+=-A=+—8 -
1 January 2017 and —E2—tF—-HF—-HRK
31 December 2017 —E2—+tF+=A=+—H 10,000,000 1,000,000
2017 2016
—E—t5F —T—RF
Number of Number of
shares Amount shares Amount
R E ot | f&1nE B k)
(thousands) HK$’000 (thousands) HK$'000
(FA) THET (FH) T
Issued and fully paid: BEITREE :
Ordinary shares of HK$0.10 7R Hi#1&A%0. 1078 7T
each at beginning of OB
reporting period 1,550,000 155,000 1,500,000 150,000
Shares issued under share  iRIEEEAT AT 2B THORR (D
option scheme - - 50,000 5,000
At 31 December R+=A=+—H 1,550,000 155,000 1,550,000 155,000
Equivalent to RMB’000 BERARETT) 124,010 124,010
Capital management BEREHE

The Group's primary objectives when managing capital are to
safeguard the Group’s ability to continue as a going concern,
and to maximise the returns to shareholders through the
optimisation of the debt and equity balance and benefits
for other stakeholders, by pricing products and services
commensurate with the level of risk and by securing access to
financing at a reasonable cost.

The Group actively and regularly reviews and manages its capital
structure to maintain a balance between the higher shareholder
returns that might be possible with higher levels of borrowings
and the advantages and security afforded by a sound capital
position, and makes adjustment to the capital structure in light
of changes in economic conditions affecting the Group.

In order to maintain or adjust the capital structure, the Group
may issue new shares, raise new debts, redeem existing debts or
sell assets to redeem debt.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—F—+F+ - HA=F—HIFE

28. RESERVES 28. f#f&
(a) The amounts of the Group’s reserves and movements () AeEBFEELAREEFHNAMHER
therein are presented in the consolidated statement REMEEKGREREHEREH K
of profit or loss and other comprehensive income and W27 o

consolidated statement of changes in equity.
(b) Reserves of the Company (b) DB ZEHE

Retained

Share-based earnings/

Share  compensation (accumulated
premium reserve losses) Total

et RERR,/
Bt E RN (RETER) fact
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARBTT ARBT T

At 1 January 2016 R=B-AE—-A—-H 720,225 - 5,747 725,972
Total comprehensive income 2Nz 2% - = 70,887 70,887
Share-based compensation P BT SREN = 4,942 = 4,942
Share issued for share-based ~ FLAL ) EH RENZ1THY
compensation B 17,060 (4,942) = 12,118
At 31 December 2016 RZB-<§
+=ZA=+-H 737,285 - 76,634 813,919
At 1 January 2017 R=Z—tF—-H-H 737,285 - 76,634 813,919
Total comprehensive loss 2HEEES - - (1,175,024) (1,175,024)
At 31 December 2017 R-Z—-t%§
+=A=+-H 737,285 - (1,098,390) (361,105)

EAREREBRQT
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28. RES ERVES (continued)
(c) Nature and purpose of reserves of the
Group

116

(i)

(ii)

(iii)

(iv)

Share premium

The share premium represents the difference
between the par value of the shares of the Company
and proceeds received from the issuance of the
shares of the Company.

Under the Companies Law of the Cayman Islands,
the funds in the share premium account of the
Company is distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company would be in a position
to pay off its debts as they fall due in the ordinary
course of business.

Capital reserve

The capital reserve of the Group mainly represents
the reserve arising from the Group reorganisation. In
June 2013, Mr. Lin, Mr. Qiu and Mr. Cai waived the
considerations payable by the Group’s companies to
them as the owners of the Group for the acquisition
of the companies now comprising the Group during
the reorganisation.

Share-based compensation reserve

The share-based compensation reserve represents
the fair value of the actual or estimated number
of unexercised share options granted to certain
employees of the Company and selected customers
and suppliers of the Company recognised in
accordance with the accounting policy adopted for
equity-settled share-based payments.

Statutory reserves

Statutory reserves shall only be used to make
up losses of the corresponding subsidiaries, to
expand the corresponding subsidiaries’ production
operations, or to increase the capital of the
corresponding subsidiaries. Upon approval by
resolutions of the corresponding subsidiaries’
shareholders in general meetings, the corresponding
subsidiaries may convert their statutory reserves into
registered capital and issue bonus capital to existing
owners in proportion to their existing ownership
structure.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—E—+FF+_A=+—HIFFE

29. SUMMARISED FINANCIAL POSITION OF THE 29. & R B R AHE

COMPANY

2017 2016
—E—+tF —F—RF
RMB’000 RMB’000
AR¥T AREFIT
Non-current assets ERBEE
Investments in subsidiaries R BRRIEE 243,211 241,413
Due from subsidiaries [ VNGIE e ] - 985,151
243,211 1,226,564
Current assets REEE
Bank and cash balances RITMIR & ek 738 9
738 9
Current liabilities REBaE
Other payables EAb B FRIA 7,144 10,656
Borrowings &K 186,563 =
193,707 10,656
Net current liabilities REBEERE (192,969) (10,647)
Non-current liabilities FRBEE
Borrowings (S 287,337 277,988
287,337 277,988
NET (LIABILITIES)/ASSETS (BfE) BEFE (237,095) 937,929
Capital and reserves BEXR#E
Share capital A%< 124,010 124,010
Reserves (Gt (361,105) 813,919
TOTAL (DEFICIT)/EQUITY (Bs4t) RERHBE (237,095) 937,929

EAREREBIRAE 117
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For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

30. NOTES TO THE CONSOLIDATED STATEMENT 30. §fHE&RERM:E
OF CASH FLOWS

(a) Changes in liabilities arising from financing (a) MEITEFELENEEES
activities
The following table shows the Group’s changes in TRIIRFAREERETDESE
liabilities arising from financing activities during the year: WEEES

Total

liabilities

from

financing

Borrowings activities

BMETH

FRE%

CEAS REAE
RMB’000 RMB’000
ARBTIT ARBTTT

At 1 January 2017 R=ZE—tF—H—H 539,597 539,597
Changes in cash flows B R8s 149,999 149,999
Non-cash changes JEIREEH)
— Interest charged —BEHE 56,856 56,856
— Settled by available-for-sale —HAHEESREESN
financial assets (4,800) (4,800)
— Exchange difference —[E R ERE (15,991) (15,991)
At 31 December 2017 —T—+F+-_A=1+—H 725,661 725,661
(b) Major non-cash transaction (b) TEFBEXSH
During the year, a bank borrowing of RMB4,800,000 ER - RITEZARKA4,800,0007TH
was settled by available-for-sale financial assets of At HE SR EE ARK4L,500,0004
RMB4,500,000. ff o
During the year, addition of construction in progress of ERXN o AEBNASTNERIELRSE
RMB22,500,000 has not yet paid by the Group. ABR#22.500,0007T, °

1 1 8 WANG TAI HOLDINGS LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B IS R R B 5T

For the year ended 31 December 2017
BE—F—+F+ - HA=F—HIFE

31. CONTINGENT LIABILITIES 31. FREE
Except for those disclosed in note 36, the Group did not have B3 EREEN NREBR T —+F
any significant contingent liabilities as at 31 December 2017 T A=+ —HYEFERAERAIABE(Z
(2016: Nil). T—RF  |) o

32. LEASE COMMITMENTS 32. HERIE
At the end of the reporting period, the total future minimum RBEHR - TR EHETERET
lease payments under non-cancellable operating leases in MHERBEHR R ERERIBEES TN
respect of certain office premises and machineries are analysed as I
follows:

2017 PAONNS)
—E—+tF —F—RF

RMB’000 RMB'000
AR¥T R ARBTTT

Within one year R—FA 1,145 244
In the second to fifth year inclusive E_FEFLF(BEERERE) 859 =
2,004 244
33. CAPITAL COMMITMENTS 33. EAEIE
The Group's capital commitments at the end of the reporting REERRERARNERFAEDT -

period are as follows:

2017 PAONNS)
—E—+tF —E—RF

RMB’000 RMB'000
AR¥T R ARETT

Property, plant and equipment M - BB R
Contracted but not provided for BEETAEREHE 45,749 12,772
34. RELATED PARTY TRANSACTIONS 34. BB AR5
Key management personnel remuneration FTEEEASTH

2017 2016
—E—tF  —BAF

RMB’000 RMB'000
ARMT T ARETT

Salaries, wages and bonuses HE TERDL 2,844 2,588
Pension costs BRERE 52 81
Other benefits HAbEF - 69

2,896 2,738

EAREREBRQT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4B 5 R R B 5T

For the year ended 31 December 2017
BE_F—+F+_A=+—HIFE

35. PARTICULARS OF PRINCIPAL SUBSIDIARIES 35. AQREEM B A RAFE
OF THE COMPANY

The table below lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for
the year or formed a substantial portion of the financial position
of the Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive length.

Particulars of the Company’s principal subsidiaries at the end of
the reporting period are as follows:

TRIEBEZRAZEARNEAEERFEE
EEBEAFESEAKRBEIFBRRAZERN
MOMARRIMBAR - EERA - JIHE
B RS - HEBRRAERILE

-/é}u\‘-
of
i
o
M
S
‘]:_l,
I_H,
Y
=
B

RNAEZFH B

Percentage of Percentage of
Place of the Company's the Company's
incorporation/ Issued/paid-up direct ownership  indirect ownership
registration capital interest  ownership interest  Principal activities

KOFERRAR  ALRERERE

AL/ S

B&f/BHERA

Potent Union Holdings Limited The British Virgin Islands US$100

REZRARAA ZRRIES 10070

Hongtai Group (Int') Holding Limited Hong Kong Ordinary shares of
HK$10,000

EARE(ER)RHERAT B L&R10,000E 7T

Hongtai (China) Co., Ltd. (i) The PRC Registered capital of
HK$593,000,000

EA(FE)BRAA () hE 4 2593,000, 000770

Hongshen (Hubei) Textile Co., Ltd. (i The PRC Registered capital of
RMBS50,000,000

R () BARAA () hEl &R AR 50,000,007

Hongtai (Hubei) Sales Co., Ltd. (i) The PRC Registered capital of
RMB2,000,000

RRCHL) EHARAR () e AR ARE2,000,0007

Shishi Hongtai Supply Chain Management  The PRC Registered capital of

Co., Ltd. ) RMB1,000,000
REREARERERLR () e iR ARH1,000,0007

Coral Pearl International Ltd. The British Virgin Islands US$100
EHERARAT ZBRIEE 10070

(i) The English translation of the company names is for reference
only. The official names of these companies are in Chinese. The
companies are registered as limited liability companies under the
PRC law.
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TR FEEAL TERE

100% - Investment holding

- 100%  Investment holding and
trading of PEI
RERRRAETRER

- 100%  Design, manufacturing and
sales of fabrics and cotton
Rt EERHEMHRIRE

- 100%  Manufacturing and sales of
fabrics and cotton yams
EERHEAHRRYR

- 100%  Sales of fabrics and cotton yams
HERHRIBYE

= 100%  Dormant
EXHRED

- 100%  Dormant
BEBED
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RAWENEBBBFX - ZFERFR
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36. EVENTS AFTER THE REPORTING PERIOD

(a)

(b)

Very substantial acquisition and reverse
takeover involving a new listing application
On 28 February 2018, the Company published an
announcement in relation to, among other things, a
very substantial acquisition and connected transaction
and a proposed reverse takeover involving a new listing
application and a whitewash waiver application. The
Company published that the new listing application
process has been postponed and the Purchaser and
Vendor A have agreed to extend the time for (i)
submitting the new listing application from a date falling
on or before 31 March 2018 (or such other date as may
be agreed by the Purchaser and Vendor A) and (ii) issuing
and despatching the Circular in accordance with the
requirements under the Listing Rules and the Takeovers
Code on or before 30 June 2018 (or such other date as
may be agreed by the Purchaser and Vendor A). For details
please refer to the announcements of the Company
dated 26 November 2016, 26 January 2017, 13 March
2017, 21 March 2017, 3 April 2017, 2 May 2017, 2 June
2017, 30 June 2017, 31 July 2017, 31 August 2017,
29 September 2017, 31 October 2017, 30 November
2017, 29 December 2017, 29 January 2018, 28 February
2018.

Demand for repayment of borrowings

On 16 January 2018, the Company received demand from
Bank of China (Hong Kong) Limited for the repayment of
Import Invoice Finance granted under the general banking
facilities letter, with its principal amount of approximately
US$423,000, interest payable as at 10 January 2018 of
approximately US$5,000, and further interest accrued
from 11 January 2018 to the date of payment at its rate
of 10.5% per annum which subject to fluctuation.

On 29 January 2018, the Company received demand
from PC Securities Limited, the bond holder, in respect of
repayment of the debt or secure or compound for it to
the PC Securities Limited’s satisfaction, with its principal
amount of HK$84,000,000 and interest of approximately
HK$2,980,000. With respect to the default of the
aforesaid bond, another bond with its principal amount of
HK$57,900,000 is regarded as cross default, PC Securities
also demands the Company to repay it immediately.

36. HEHRNEARSIE

(a)

(b)

FEERNBEERIRFT L
™ B 55 A9 = e W B
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ZRE

EREEBR
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BHREET(BE)BRARERER
BIE—ARBTEE KR HMED SR
BE - HASFEA#423,000FE 7T KR
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BERE)) BINELEFB o

RZZE—N\FE—A=-+NB &XQF
ERESFFBEABEESFERARE
KERER  ABEFRESEER
FERAGEMMMMR T4 - X
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS & 4 Bl #5 3R R B 5

For the year ended 31 December 2017

36. EVENTS AFTER THE REPORTING PERIOD

(continued)

(b) Demand for repayment of borrowings

(9]

(continued)

On 13 February 2018, the Company received demand
from Zhang Hua, the bond holder, in respect of repayment
of the bond principal of HK$27,000,000, interest
payable from 28 December 2017 to 9 January 2018 of
approximately HK$192,000 and daily default interest of
approximately HK$13,000 payable until repayment.

On 13 February 2018, the Company received final demand
from Well Honour Investment (Group) Limited, the bond
holder, in respect of repayment of the bond principal of
HK$430,000, or otherwise legal actions will be taken.

Winding up petition against the Company
On 5 March 2018, the Company received a petition
("Petition”) entitled HCCW 56/2018 presented by PC
Securities Limited (”Petitioner”) to the High Court of Hong
Kong S.A.R. for winding up of the Company and the
hearing of the Petition is fixed for 9 May 2018 before a
Master in Court. The Petitioner claimed to be the holder of
a bond for the principal amount of HK$84,000,000 with
coupons 7% issued by the Company on 28 January 2015
(the “Bond”). However, according to the register kept by
the Registrar, the Bank of New York Depository (Nominees)
Limited, the Petitioner is not the registered holder of the
Bond. The Company is now making enquiry of the locus
standi of the Petitioner and seeking legal advice on the
matter.

37. APPROVAL OF FINANCIAL STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 29 March
2018.
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OPERATING RESULTS

FINANCIAL SUMMARY
BIEmE

RERE

Year ended 31 December

BE+-HA=t—-ALEE

2017 2016 2015 2014 2013

Revenue Wzs
— From continuing business - REFELEES
(RMB'000) (ARETT)

Gross (loss)/profit E(8)/H
— From continuing business -~ REFELEES
(RMB'000) (ARETT)

Gross (loss)/profit margin E(18) /%
— From continuing business -~ REFELEES

(Loss)/Profit and total ANAIBER AES
comprehensive (loss)/income (B#B)/&M&kEE
attributable to owners of (B#B),/ et
our Company (RMB'000) (AREFT)

Net (loss)/profit margin (FER),/WFE
— From continuing business -~ REFELEES

CONSOLIDATED BALANCE SHEET

The following table sets forth our assets/liabilities position as at

31 December 2013, 2014, 2015, 2016 and 2017:

2t —B-AF _—FT-AF¥ —FT-MNF —F-=F

271,858 780,310 670,255 810,795 791,518

(16604)  (20,843) 83%6 149306 148154
61%)  (27%) 1.3% 18.4% 18.7%
(732765)  (331,023)  (23317) 66402 74974
(2695%)  (424%)  (35%) 82% 9.5%
EHEERER
TRFFNBEFAR—F—=F - —_FT—mF -
—hF  ZE-RFRZT— ‘t¢+ A= '1' EI
HEE/BERR

As at 31 December
W+t=A=+—H
2017 2016 2015 2014

“E—+tf —T-RF —T-HF —T-NF
RMB’000 RMB'000 RMB'000 RMB’000 RMB'000
AR¥BTRE ARBTE ARBTT ARETT ARETR

Current assets MBEE

Current liabilities mBaE

Net current assets/(liabilities) RBBEFE
(BEFH)

Net (liabilities)/assets (Bfg)/BEFE

286,582 761,168 877,676 501,925 323,596
601,130 412,213 240,696 288,455 428,036

(314,548) 348,955 636,980 213,470 (104,440)
(129,032) 603,733 908,489 480,460 266,918

EAREREBRQT
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FINANCIAL SUMMARY B IS E

FINANCIAL INDICATORS B IEE

Year ended 31 December

BEt-A=t—-HLEE

2016 2015 2014
—ZRE —ZT-HF —ZT-@UF

Return on equity (%) (Note 1) S 2K 31 S 2R (%) (PR 5 1) N/A RE A (54.8) 2.6) 13.8 28.1
Return on assets (%) (Note 2) BRI (%) (Hi5E2) (94.2) (25.2) (1.6) 6.6 9.1
Interest coverage (Note 3) FEBEE(H3) (11.8) @.4) (1.0) 438 7.0

As at 31 December

Rt=A=t—-H
PANI 2015
—ZRFE ZZ-hfF
Current ratio (%) (Note 4) TRENEL (%) (FiT7E4) 41.7 184.7 364.6 174.0 75.6
Quick ratio (%) (Note 5) REDLL (%) (FIFE5) 39 172.5 338.0 150.4 57.9
Debt to equity ratio (%) BRI 3R (%)
(Note 6) (Ff7E6) N/A RER 114.2 44.6 68.2 103.5
Gearing ratio (%) EREELE(%)
(Note 7) (Fi=E7) N/A RER 110.0 0.7 27.8 46.1

Notes: BifeE

(1) Return on equity for the years ended 31 December 2013, 2014, 2015, (1) &#HZz-ZT—=%F - —FT—NF - _T—FHF -
2016 and 2017 was calculated based on our total comprehensive T RFERZT—+F+-A=+— Eiltﬁrﬁﬁ
(loss)/income for the respective year divided by the total equity of the H&LZ!SIEI%*&&—I.— DiRERFEEE(EE) e
respective year and multiplied by 100%. W AG R S B AR 100% 14 -

(2)  Return on assets for the years ended 31 December 2013, 2014, 2015, (2) HE-ZT—=%F  —ZT—WNF - —T—FHF - —
2016 and 2017 was calculated based on our total comprehensive T-RERZ g—ti‘f':ﬂ =+—RHIEFEHN
(loss)/income for the respective year divided by our total assets of the BEDNRE  NizaEFEE2E(EE) REe
respective year and multiplied by 100%. BEHRUERFEEEAEBRREU00%:THE -

(3)  Interest coverage ratio for the years ended 31 December 2013, 2014,  (3) % T—=F . _FT—NF - _FT—HF =
2015, 2016 and 2017 was calculated based on our operating (loss)/ = /\ﬁﬁ T—+tF+_A=+—HIFEDN
profit for the respective year divided by our finance costs for the MEBER Tﬂﬁﬁ FEEE(BE), S Fkk
respective year. NEAFEORMERATE

(4)  Current ratio as at 31 December 2013, 2014, 2015, 2016 and 2017 (4) R-ZT—=4% - —OF —_FE—hHF  _F
were calculated based on our current assets of the respective date —RNERZ $—t$+ AR=+—H®maLt
divided by our current liabilities of the respective date and multiplied by X IR ARBENTEEERNAER AR
100%. BEBEEFA100%TH

(5)  Quick ratio as at 31 December 2013, 2014, 2015, 2016 and 2017 (5) RZ-ZT—=F - ZFT—WNF . _T—FHF - =T
were calculated based on our current assets minus inventories as at the —RER_Z—+FEF+_A=+—HHRIL
respective date divided by our current liabilities as at the respective date X NIRARABHNRBEERETERRIASG
and multiplied by 100%. BB RE B ERRA100%:TE ©

(6)  Debt to equity ratio as at 31 December 2013, 2014, 2015, 2016 and (6) HKR=-ZT—=F —T—NF - _FT—HF . =T
2017 were calculated based on our total debts (being sum of our total —RNERZZT—tF+=A E‘I’— A & &5 AR AR
borrowings and amounts due to related parties and third parties) as at b= - TyiRA B R ERS AR (BB A RE e
the respective date divided by total equity as at the respective year and TRAHSE 75} 38 = J5 sRIA R 4B AN ) BR LA G A R S 48
multiplied by 100%. W EFEA100%:TE -

(7)  Gearing ratio as at 31 December 2013, 2014, 2015, 2016 and 2017 (7) RZ-ZE—=F - _ZT—NF . - _T—HF —_F
were calculated based on our net debts (being total debts net of cash —NERZE—+FF+ A=+ —HHERAE
and cash equivalents and restricted bank deposits) as at the respective tb& - ThiRA R B BN E %R 58 (B E K AR 0k
date divided by total equity as at the respective year and multiplied by Re MBS EBYARZREHRITET)BRAGH
100%. FEBESERIA100%5E o
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