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Financial Highlights

Al ¥ a2

Statement of Profit or Loss and Bm kEMEERAR Year ended 31 December
Other Comprehensive Income BE+T-A=t—HLEFE
RMB million
AREBET
2018 2017 Changes
—E-N\F —T—+F poi)
Revenue e 680.2 647.8 +5.0%
Gross profit E A 156.8 180.2 -13.0%
Profit before tax B 358 AT A 105.5 120.8 -12.7%
Profit for the year F A T 86.7 98.5 -12.0%
Profit attributable to shareholders of 7N B A% R FE A 5
the Company 80.8 921 -12.3%
Earnings per share (RMB cents) BASIC T AT (AR D) HA 20.4 23.0 -11.3%
Dividend per share (HK cents) RS (B
— interim — R Hf 3.3 3.5
—final — R 2.2 45
- combined —iRE 5.5 8.0 -31.3%
31 December
Statement of Financial Position B AR TR +=RA=+—H
RMB million
ARBBHETT
2018 2017 Changes
—E-N\F —E—+tF e
Non-current assets EmEEE 269.0 266.5 0.9%
Current assets MENE E 532.2 534.4 -0.4%
Current liabilities mEEE (179.7) (217.1) -17.2%
Net current assets MBEEFE 352.5 317.3 +11.1%
Non-current liabilities FERBBE (21.5) (19.0) +13.2%
Net assets FEE 599.9 564.9 +6.2%
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Corporate Information
AT =1
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Group Structure

As at 31 December 2018 H=_ZT—/\F+=-_A=+—H

Ever Thrive Global Limited
ERRIRIRERAT]
(Incorporated in BVI)

RS IL)

Public Shareholders
PRIE

Yongsheng Advanced
Materials Company Limited
KEF MR ERATE
(Incorporated in the Cayman Islands)
(RF= FEfAR L)

Stock Code A% 5% = 3608

Yongsheng Advanced
Materials (BVI) Limited

KERF AR (BVI) BIRAF]

(Incorporated in BVI)
(695 eei o Al Av)

Yongsheng Advanced
Materials (HK) Limited
KEFME(FR)ERAT
(Incorporated in HK)
(REBTEMAIL)

Hangzhou Huvis Yongsheng
Dyeing and Finishing
Co. Limited*
MMNEREL KERRAEERAT
(Established in PRC)
(PAFREIRK L)

Nantong Yongsheng
Management Shareholders

MEKEREEBRR

Hangzhou Shining
3D Tech Co., Ltd.*
mMMERE=ER KRB
BRATF
(Established in PRC)

(R FREIRKAL)

NEEQ Code ¥ =R &A% : 830978

Jiangsu Yongsheng 3D
Printing Advanced Materials
Company Limited*
STRRK BR = AT EDF AT R
BRAR
(Established in PRC)

(R ERKSL)

HUVIS Corporation
B EFLHUVIS

(Established in Korea)
(PAFSEAKL)

Nantong Yongsheng
Huvis Fiber Advanced
Materials Co. Limited*

ARKEREACHENMRARLR ERA
(Established in PRC)
(RARERKAL)

Jiangsu Yongsheng High
Polymer Advanced Materials
Research Institute
Company Limited*
IRKES D TR 70%
MEABERAE
(Established in PRC)
(PARBIRR L)

* For identification purposes only

* B
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Li Cheng Z &
Chairman and Executive Director

TERNTEF

On behalf of the board (the “Board”) of directors (the “Directors”) of
Yongsheng Advanced Materials Company Limited (the “Company”) and
its subsidiaries (the “Group” or “Yongsheng Advanced Materials”), |
am pleased to present the annual results report of the Group for the year
ended 31 December 2018 (the “Review Period” or “Year”).

In 2018, subject to uncertainties arising from the Sino-american trade
disputes, the global economy took on a downward trend. Moreover,
owing to the impact of the normalisation of the Federal Reserve’s
currency, and the pressure from the continuous increase in domestic
raw materials and labour costs, China’s economy and domestic private
enterprises are facing severe challenges. During the Review Period,
GDP of the People’s Republic of China (‘PRC”) grew by approximately
6.6% year on year to about RMBOO trillion, with the growth rate down
by approximately 6.8% compared to the same in the previous year.?

1 National Bureau of Statistics of China - http://www.stats.gov.cn/tjsj/
zxfb/201901/t20190121_1645752.html
2 National Bureau of Statistics of China ' http://www.stats.gov.cn/tjsj/

zxfb/201901/t20190118_1645555.html

Chairman’s Statement
TEHRS

RARRFKEHFVHARAR ([RAF]) REMHME
AE([AEE] [ XBHFMAY]E=S ([ESE]
% [EE]) MARZAKREBE_T-/\F+-A
=t ALFE(EEFA) Z2FEERS -

“E)N\F XPXESFRERTEZIAE BR
RERSTT M2 EXBREEE ERLET S KN
—ETE  RERRME - ANKATE LTS R
B 9@EhEARKNE ([FE]DEEREAR
EOERBBRKRNZR - SR BRNEELERLIE
R6.6%ZERBETT - B EF6.8%MIEREH AT
MR - BEMBETR KEBRFNEXBEAR
SESHMEERZROERLS THHEFBRAR
L ERTTENERE MEBERES AEEZFR

1 B R # 5t B http://www.stats.gov.cn/tjsj/
zxfb/201901/t20190121_1645752.html

2 B X # &t B http://www.stats.gov.cn/tjsj/
zxfb/201901/t20190118_1645555.html
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Chairman’s Statement
TREHRS

Focusing on the textile industry, high value-added production capacity
has a warming trend after several years of industrial optimisation and
upgrading during the Review Period, and market competition has
become increasingly fierce. As the industry forerunner and value creator,
the Group has been focusing on the production of high-quality and high
value-added differentiated chemical fiber products for many years, and
is at the forefront of technology. However, differentiated chemical fiber
products have been imitated by many peers in the market due to their
high-profit margins, and the price war has intensified, resulting in a lower
unit price of such products, which has a certain negative impact on the
overall profitability of the Group. Furthermore, the slowdown in the growth
of the world’s major economies and many uncertainties caused by the
Sino-american trade war have caused violent fluctuations in commodity
prices, which, coupled with the low prosperity in the upstream and
downstream sectors of the textile industry, has added resistance to the
Group’s business development. Despite the unprecedented challenges,
Yongsheng Advanced Materials has achieved remarkable results in
technological transformation thanks to the unremitting efforts of all
the employees of the Group, and its various business indicators are
basically stable. The Company has also launched in-depth cooperation
with Huvis Corporation, a company with leading technology from South
Korea (“Huvis”, stock code: 079980.KS), and successfully developed
property services business at the end of the Review Period, expanding
the Group’s existing textile business in other sectors in full swing while
consolidating the Company’s existing business sectors.

Within the Review Period, the Group’s recorded a revenue of
approximately RMB680.2 million, which was approximately 5.0%
higher than the same of approximately RMB647.8 million in 2017, with
a profit of approximately RMB80.8 million attributable to shareholders
(“Shareholders”) of the Company. In return for the Shareholders’
constant companionship and support, and sharing the results with
shareholders, the Board recommended distribution of a final dividend
of HK $2.2 cents, together with an interim dividend of HK$3.3 cents,
making the Company’s annual dividend payout ratio of approximately
29.2%.
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FOCUSING ON GROWTH, PIONEERING AND

INNOVATION

Looking back 2018, the Group adhered to the business tenet of
“focusing on growth, pioneering and innovation”, and invested heavily in
new product research and development and technological innovation on
the basis of improving the original differentiated products to develop high-
tech differentiated polyester filament yarn (“PFY”) products for the huge
Chinese market. In terms of science and technology projects, the Group
submitted gratifying achievements. Nantong Yongsheng Huvis Fiber
Advanced Materials Co., Ltd. (previously known as Nantong Yongsheng
Fiber Advanced Materials Co. Limited) (‘Nantong Yongsheng”) and
Hangzhou Huvis Yongsheng Dyeing and Finishing Company Limited
(“Yongsheng Dyeing”) successfully passed the re-evaluation as National
High and New Technology Enterprises. At the same time, the Group
completed the establishment of seven key projects and received the
special fund support from the PRC government. In August 2018, the
Group entered into in-depth strategic cooperation with Huvis, the world’s
leading polyester fiber manufacturer, pursuant to which: 1) Yongsheng
Dyeing, Huvis and minority shareholders of Nantong Yongsheng
jointly formed a joint venture— Nantong Yongsheng; 2) Huvis granted
Nantong Yongsheng, among other things, the exclusive right to use
certain licensed technology and certain brands in the PRC, and granted
Yongsheng Chemical Fiber, among other things, the exclusive right to use
certain brands in the PRC; 3) Huvis has appointed Nantong Yongsheng
as an exclusive agent and distributor of PFY products in the PRC on
behalf of Huvis. Such strategic cooperation will inject new vitality into the
Group’s research and development and production, and boosted the
morale of the Group.

The Group’s annual production capacity and production efficiency have
been significantly improved after more than a year of technical upgrading
projects. In March 2019, the Group’s differentiated PFY production
capacity has been increased to approximately 56,000 tonnes, and the
increase of approximately 11,000 tonnes capacity of production has
put into official trial operation. It is expected that the production of MPN,
matt SQH and other products will commence as soon as possible in
response to the huge market demand. Meanwhile, Nantong Yongsheng
upgraded part of its winding machines in the old workshops to develop
a single-component differentiated fiber. In addition, Yongsheng Dyeing
increased 1 set of shaping machines in 2018, 7 dyeing machines and
related equipment so as to further complete the production line and fully
amplify the output value; and Hangzhou Huvis Yongsheng Chemical
Fiber Limited (“Yongsheng Chemical Fiber”) added 4 sets of flat-pulling
devices, which has been installed and tested in full swing, laying a solid
foundation for the subsequent expansion.

Chairman’s Statement
TRRS
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Chairman’s Statement
TREHRS

REFORM AND INNOVATION, BREAKING
THROUGH BOTTLENECKS

In 2019, with “Reform and innovation, breaking through bottlenecks”
as the work keynote, the Group will enter into a new chapter of
development. The Group will continue to focus on innovation and
development of more varieties of products. On the one hand, it
will accelerate the pace of independent innovation by virtue of the
technological transformation to strive for more academic and government
resource support. On the other hand, the Company will deepen its
cooperation with Huvis in Korea, and strive to develop high-tech
differentiated products to optimise product mix and achieve an overall
increase in profitability. In terms of channel development, in view of the
uncertain environment inside and outside the industry in the future, the
Group will focus on improving the internationalization of its business and
opening up new sales channels to expand its import and export business
based on the expansion of domestic business and the maintenance
of stable source of downstream customers, withstanding the risks of
a single market. More importantly, the new overseas orders and the
accumulation of the new business volume will become the cornerstone
of business growth, and is also the key for the brand of Yongsheng
Advanced Materials to go global.

In the future, the Group will be more cautious and rigorous in corporate
governance and risk control. Maintaining a sufficient and stable cash flow
is a key for sustainable operation. In this respect, the Group will continue
to strengthen the management of inventory and accounts receivable,
pay close attention to exchange rate changes and respond timely, and
raise awareness of risk control. Besides, benefits and return on net
assets are also the important considerations for the Group’s sustainable
development. The Group has formed a profit oriented model to stimulate
the employees’ work enthusiasm through salary-performance appraisal.
The management clearly knows that talent is the Company’s most
valuable asset. In the process of product innovation and technology
development, more new ideas are needed to be integrated into
technologies. Therefore, the Group has a two-pronged approach, that is,
attracting external talents while also focusing on exploring and cultivating
outstanding talents within the Company.

10 Yongsheng Advanced Materials Company Limited Annual Report 2018
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As for customers orders, the haze of the Sino-american trade war has
led to insufficient market confidence. Many end-users are holding a wait-
and-see attitude towards the market, which has a negative impact on the
turnover speed and quantity of orders placed by downstream customers.
The situation improved at the end of 2018, customers orders are brought
back to track in 2019. It is expected that all businesses will rebound. The
production capacity after the expansion can fully meet the demand for the
warmed market. It is believed that with perfect preparation, the Group will
tide over the difficult period of the industry.

In January 2019, the Group acquired certain property assets in the
Xiaoshan Economic and Technological Development Zone in Hangzhou
at approximately RMB800 million for investment purposes, including
a building under construction with a gross floor area of over 64,000
square meters as service apartments and commercial office buildings
with 24 floors above the ground and 3 floors below the ground as well
as a number of commercial and financial office units with a total gross
floor area of over 2,600 square meters. The Group’s management thinks
that Hangzhou Xiaoshan's real estate is with growth potential because
the current real estate market is stable and the prospects are promising.
Some of the projects will bring the stable rental income in 2019, and
the rental income will be increased considerably after the building is
completed in 2020. Moreover, development of these assets will also help
the Company to increase the market value and ensure the substantial
income for Shareholders and investors.

Chairman’s Statement
TRRS
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Chairman’s Statement
TREHRS

In addition, in February 2019, the Group completed the acquisition
of Widely Construction & Engineering Limited, an established main
contractor for the provision of Repair, Maintenance, Alteration and
Addition (‘RMAA”) and fitting-out works services in Hong Kong, at a
consideration of HK$206 million. Given the expediting of land planning
and redevelopment process, the pace of renovation and refurbishment
in residential and commercial property, infrastructure and amenities
are expected to grow accordingly, which in turn lead to an increase in
demand for RMAA works. It is expected that the gross value of RMAA
works in Hong Kong would reach approximately HK$128.2 billion in
2021. Such acquisition would enrich the Group’s business segment,
reduce the Group’s risk caused by concentrating its business in a specific
geographical region and industry, and diversify the Group’s revenue
model.

The new year has ushered in a new journey. Yongsheng Advanced
Materials will stay true to the mission, adhere to the enterprise spirit of
“Honesty, Cooperation, Reciprocity, Learning and Innovation”, carry out
substantive compliance management, control risk strictly, closely focus
on the essential needs of customers at the market level, and truly build
Yongsheng into a leading high-end differentiated brand in the industry.
At the same time, the Group will actively seize opportunities in different
industries and continue to identify high-return projects, thus diversifying
the Group’s business portfolio and maximising asset value. Finally, on
behalf of the Board, | would like to express my heartfelt gratitude to the
management, all employees, Shareholders and business partners for
their continuous support and trust.

Li Cheng
Chairman
Hong Kong, 26 March 2019
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MARKET REVIEW

The international situation China faced in 2018 was complex and fickle.
The escalation of Sino-US trade friction and the repeated fermentation
of the European debt crisis have undoubtedly brought challenges in
the economic development prospects, and the market consumption
atmosphere has also become conservative. In addition, as a result of the
increase in raw material prices and labour costs, the Group has been
subject to certain cost pressures. Nevertheless, the Group continues to
conduct research and upgrade its product technology by means of high
value-added products so that the Group continues being the forerunner
in the high value-added chemical fiber textile market.

BUSINESS REVIEW

During the Year, the Group was principally engaged in textile and
advanced material-related business in the PRC, namely (1) the
production of PFY; (2) the dyeing and processing of differentiated
polyester filament fabric; and (3) the trading of PFY. During the Year, with
“Growth and Innovation” as its principle, the Group has continued in
developing differentiated fibers and upgrading its technology in response
to the market development as well as the demand of clients.

As of 31 December 2018, the Group owned 67 utility model patents and
2 invention patents. As of the end of 2018, the Group had participated in
the compilation of various industry standards in the PRC, four of which
have been effective, two of which have passed the expert reviews stage
and one of which was at the application stage.
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Business Review
EiXOEa

During the Year, 3 subsidiaries of the Company, being Nantong
Yongsheng, Yongsheng Chemical Fiber and Yongsheng Dyeing, were
still all recognised as National High and New Technology Enterprises
and have continued to enjoy tax exemption and other policy supports.
In 2018, RMB50,000,000 was invested to the implementation of
technological transformation and upgrade of the differentiated PFY
production lines of Nantong Yongsheng, upon which its annual
production capacity increased by 11,000 tonnes and the total annual
PFY production capacity of the Group increased to 56,000 tonnes.
With such production capacity, the Group is able to meet the market’s
demand for PFY in terms of quality and quantity.

During the Year, the Group recorded revenue of approximately RMB680.2
million, representing an increase of approximately 5.0% as compared
with approximately RMB647.8 million in 2017, and recorded gross
profit of approximately RMB156.8 million, representing a decrease of
approximately 13.0% as compared with approximately RMB180.2 million
in 2017. This was primarily due to (1) the decrease in the overall growth
rate of textile industry in 2018; (2) the fall in product unit price due to the
increasing competition in the industry; (3) the increase in the costs of
raw materials; (4) the increase in management fees and related recurrent
expenditures as a result of the expansion of production line; and (5) the
pressure on the Group’s earnings brought by the rise in warehousing
and transportation costs. Based on the above, profit attributable to
Shareholders amounted to approximately RMB80.8 million, representing
a decrease of approximately 12.4% as compared with approximately
RMB92.1 million in the corresponding period of 2017. Earnings per Share
were approximately RMB0.204 (2017: RMB0.230).

During the Year, revenue derived from the three business segments,
namely: (1) production of PFY; (2) the dyeing and processing of
differentiated polyester filament fabric; and (3) trading of PFY, accounted
for approximately 64.7%, 30.3% and 5.0% of the Group’s total turnover,
respectively. Operating gross profit of the three business segments
accounted for approximately 37.8%, 57.4% and 4.8% of the Group’s
operating gross profit, respectively.
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PRODUCTION OF PFY

The Group produces and sells regular and differentiated PFY.
Differentiated PFY is a type of synthetic fiber. Its differentiation is achieved
by diversifying chemical composition of the PFY or changing shape
or linear density of the yarn. It is generally tailor made for customers
with special features such as dry, elastic and wrinkle-free and is widely
used in the production of end-products including high-end garments,
sportswear and household products. Since its gross profit margin is
higher than those of regular PFY products, it is the major revenue source
and major development focus of the Group. Nantong Yongsheng and
Yongsheng Chemical Fiber, which are recognised as “National High and
New Technology Enterprises”, are the production bases of PFY of the
Group. Nantong Yongsheng is accredited as Provincial Level Corporate
Technology Centre, and Yongsheng Chemical Fiber is accredited as a
Municipal Research and Development Center.

For the year ended 31 December 2018, the Group’s annual production
capacity of PFY was 45,000 tonnes. During the Year, additional auxiliary
equipments were installed in the Group’s major workshops. Besides,
the second phase of the plant of Nantong Yongsheng has been put into
production, and third phase of the plant was in trial operation stage.
The new production line increased the output of high-end differentiated
products such as GNP and MPN. It is expected that the Group’s annual
production capacity of PFY could reach 56,000 tonnes in the first quarter
of 2019.

Revenue derived from the PFY production segment accounted
for approximately 64.7% of the Group’s revenue during the Year,
which increased by approximately 5.3% to RMB439.8 million over
the corresponding period of previous year. Revenue derived from
differentiated PFY products contributed approximately 91.0% of the
revenue of this segment.
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Gross profit margin of differentiated PFY decreased to approximately
18.4% for the Year as compared with approximately 19.9% in the
corresponding period of 2017, mainly due to more competitors entering
the market as they were attracted by higher added value and profit
margin of the differentiated PFY products; selling price reduction resulting
from fierce competition for the same type of products; the increase in
the costs of raw materials; and increase in management fees and related
recurrent expenditures as a result of the expansion of production lines. All
of which have pulled down the gross profit margin of differentiated PFY
production segment.

In order to further develop high-technology PFY products and to maintain
the competitiveness of the Group, in August 2018, the Group entered
into several strategic cooperation agreements with Huvis, a long-term
partner, for jointly developing new high-technology PFY products for the
huge market in the PRC on an exclusive basis. Huvis is one of the leading
polyester fibre manufacturers in the world with the most advanced
differentiated technology for the production of high-technology PFY,
including stretch yarn and low-melting-point filament yarn, and ranks the
first in terms of the market share in South Korea. As early as in 2004, the
Group and Huvis established their first joint venture, namely Yongsheng
Chemical Fiber, which has maintained good operation for years. In
August 2018, the Group’s subsidiary, namely Nantong Yongsheng,
was converted into a sino-foreign joint venture, which was owned as to
approximately 67% by the Group and 30% by Huvis. Since then, Huvis
effectively held 30% equity interests in the PFY business of the Group
and initiated its in-depth cooperation with the Group in the differentiated
PFY business. By virtue of the leading technologies of Huvis and the
production capacity, efficiency and sales network of the Group in the
PRC, Nantong Yongsheng strives to become a leading player in high-
tech differentiated PFY market in the PRC. For details, please refer to the
announcement of the Company dated 27 August 2018.
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Nantong Yongsheng is principally engaged in the production of PFY
products such as elastic yarn and low melting-point filament yarn in the
PRC. Elastic yarn possesses the characteristics of high elasticity and
resilience that endow great comfort for daily clothing. Thus, it has great
potential for being used in general attire and suits, in addition to outdoor
clothing. Low melting-point filament yarn is an environmental friendly
product that can replace hazardous resin adhesives and can be used as
adhesive for filament yarn for its low melting point feature. As the public
is becoming increasingly concerned about environmental protection and
health, low melting-point filament yarn is also currently used in interior
design and production of filters and various environmental friendly
materials.

For the purpose of enhancing the competitiveness of such joint venture,
Huvis has granted Nantong Yongsheng with the exclusive rights to use
the proprietary high-tech differentiated PFY production technologies
and know-how in the PRC. Nantong Yongsheng will upgrade its
existing chemical fiber yarn production facilities with an annual capacity
of approximately 40,000 tonnes in order to diversify its portfolio of
differentiated PFY products and achieve the goal of producing the best
differentiated PFY products in the PRC. In addition, Huvis has also
engaged Nantong Yongsheng as its exclusive agent and distributor for all
of its PFY products in the PRC. For details in relation to the cooperation
between the Group and Huvis, please refer to the announcement of the
Company dated 27 August 2018.

REVENUE ANALYSIS: PFY PRODUCTION
Wrim = 44 £ B 0 BPEV WA 2 47
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DIFFERENTIATED POLYESTER FILAMENT
FABRIC DYEING AND PROCESSING

Yongsheng Dyeing, a “National High and New Technology Enterprise”,
which is located in Hangzhou, the PRC, is a subsidiary of the Company
and is principally engaged in differentiated polyester filament fabric
dyeing and processing, as well as a provincial technology research and
development center.

During the Year, the polyester filament fabric dyeing and processing
business recorded an increase in processing volume, while its gross
profit margin has decreased by approximately 1.9% to approximately
43.6% as a result of the sharp increase of cost for dyes and auxiliaries. In
2018, sluggish sales of some down-stream enterprises under the impact
of Sino-US trade war had resulted in market demand decrease. Such
decrease together with fiercer competition in the industry jointly led to
the drop of product prices. However, the Group’s differentiated polyester
filament fabric dyeing and processing segment recorded a slight increase
of approximately 1.1% in revenue from approximately RMB204.1 million
in 2017 to approximately RMB206.4 million in 2018, mainly because
the Group was one of the few manufacturers which owns high standard
chemical dyeing and finishing facilities within the industry in the PRC.
During the Year, Yongsheng Dyeing carried out continuous technology
upgrading and added new equipment, such as setting machines and
dyeing machines, which laid a foundation for its future development.

REVENUE ANALYSIS: DYEING AND PROCESSING
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OTHER IMPORTANT EVENTS

On 1 November 2018, the Company announced to acquire 100% equity
interests in First Intelligence International Limited (‘Hangzhou Target
Company’, together with its subsidiaries, the “Hangzhou Target
Group”) for a total consideration of RMB800 million (including RMB200
million in cash and allotment and issue of 272,661,290 consideration
shares at HK$2.48 per consideration share) and the acquisition was
completed on 4 January 2019. The principal assets of the Hangzhou
Target Group include 1) a building under construction located at Xiaoshan
Economic and Technological Development Zone, Hangzhou City,
Zhejiang Province, the PRC with a site area of approximately 10,000
square meters and gross floor area of approximately 64,547.20 square
meters, which will comprise 24 floors above ground level and 3 floors
below ground level, and be used as serviced apartments and commercial
office building upon completion of the construction therein; 2) eight
office units for commercial and finance uses in a building located at
Xiaoshan Economic and Technological Development Zone, Hangzhou
City, Zhejiang Province, the PRC with an aggregate gross floor area of
approximately 2,648.78 square meters. The Group is of the view that
the urbanisation and development process in the PRC will continue to
ascend in the future, and it believes that there will be a positive outlook
and development to Hangzhou, which in turn will drive the residential
or commercial demand in the region. The acquisition of the Hangzhou
Target Group will diversify the income sources of the Group through
leasing out the serviced apartments and commercial office building.
Meanwhile, the acquisition has enlarged the Group’s assets with high
quality and has diversified the Group’s investment portfolio to provide
potential capital appreciation to the Group in the future. This is conducive
to the long-term investment and sustainable development of the Group
as a whole and will enhance the Shareholders’ value in the long term.
For details, please refer to the announcements of the Company dated
1 November 2018, 14 November 2018 and 4 January 2019, and the
circular of the Company dated 7 December 2018.

Business Review
40

HttEEER

ZZ-N\ET—A—HB ARAREMUBREAR
#800E &L (KR B ARKB2008 &L & KA
BRRERD2.488 T 3 & 317272,661,290/% X
BROZM KEATEERBERAR ([RMNEER
=) EREMNBARGRE [MMEESRE])100%H#
wm WER-ZZE—NAF—AMBEKKE - N EEZ
EENTEEERE 1) —EBARPEITEMNMNE
RLULCERMAZRETHNEEEFT HEEDELNA
10,000 75 K - B E A B 4 £64,547.20F F K
EETKE S BEM F24E Mt T3E - BIERB R
ABREERART M NRBEINTEMMNmEL
KERMAZEN —EEFAN/\ERHSEHA
B BREEELN A2,648.78F K REBR A
KRR Bk T R B R AR S R R N A A
SREROT BHESZHENEEXFETK-F
BMMNEZEEMNKREZTEEALAEESE BT HER
BRAABREERDEF S REEHRAK
B WEANEEEERZ TEASEBNIREHEG A
REEERRRERNEEE N BEFRAEEEE
MEBRERAIFHESRE T RBIIEARREE-
HBEE2HMAQTIR-_ZE—-N\E+—RA—R0 ==
—NE+—AtHBE=-_ZE—hE— AMA B
DNE RZE-NFF+ZALBFENREK-

XBEFMEERAT 201855E 19



Business Review
EiXOEa

PROSPECTS

Looking back to 2018, with the joint efforts of the Group’s staff, the
Group’s operation indicators remained stable, despite past year’s
complicated and challenging business environment. Looking forward
to 2019, challenges that the Group may be faced with includes but not
limited to increased uncertainties under the economic environment,
expansion of industry peers’ production capacity, and intense market
competition and drastic fluctuation of raw materials price. The Group
will highlight the business objective of “Reform and innovation, breaking
through bottlenecks”, pay close attention to the market demands,
insist on the development of new differentiated products, and strives to
grasp the various opportunities brought about by market consumption
upgrades.

As for the in-depth cooperation between the Group and Huvis, the two
parties are currently working on the local market development, testing
and tuning and product localisation of various high-tech PFY products.
The joint venture, namely Nantong Yongsheng, will proceed to strengthen
its own brand management and quality awareness and carry out new
product promotion and sales planning in an orderly manner, so as to
establish a high-end brand of high-tech differentiated PFY products in the
PRC, and further to change the current situation that most of high-tech
PFY products in the PRC were imported products and to take the lead in
developing domestic market with enormous development potential in the
PRC.
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Following the acquisition of the Hangzhou property project in 2018,
the Company continued to pursue diversity in business development.
On 1 February 2019, the Company announced that it has acquired the
entire issued share capital of Summer Power International Inc. (“HK
Target Company”) at an aggregate consideration of HK$206,000,000
(including HK$6,000,000 in cash and HK$200,000,000 settled by
allotting and issuing 80,000,000 consideration shares at the issue price
of HK$2.50 per consideration share). Such acquisition was completed
on 22 February 2019. The HK Target Company is an established main
contractor for RMAA and fitting-out works services in Hong Kong. It
mainly provides two categories of work, which are (i) renovation and
maintenance works; and (ii)alteration and addition works and fitting-out
works. Driven by the continuous upgrading of the old properties and
the supportive government policies in urban renewal in Hong Kong, it
is expected that the gross value of RMAA works in Hong Kong would
reach approximately HK$128.2 billion in 2021, growing at the CAGR
of approximately 12.7% from 2016 to 2021. The Company believes
that the acquisition of the HK Target Company provides an excellent
opportunity for the Group to expand its business portfolio into the RMAA
and fitting-out works sector in Hong Kong, enriches the Group’s business
segment, reduces the Group’s risk caused by concentrating its business
in a specific geographical region and industry, and diversify the Group’s
revenue model, and is considered favourable to the Company’s long
term business perspective. For details, please refer to the Company’s
announcements dated 1 February 2019, 13 February 2019 and 22
February 2019.

Looking forward to 2019, the Group'’s key direction of development still
focuses on the production, dyeing and processing of differentiated PFY,
including: (1) continuous innovation, research and development in new
products; (2) establishment of high-end brand image; (3) exploration
to overseas markets; (4) purse sound risk management and control
and strengthen inventory and receivables management; (5) increase
environmental protection investment to ensure environmental safety and
compliance; (6) strengthen internal management and establish “practical,
concentrated and creative” working style, with an aim to consolidate its
leading position in high value-added differentiated synthetic fiber and
textile market and be fully prepared for future challenges. Besides, the
Group will proactively seek opportunities for business diversification,
identify development areas with growth potential, and consider mergers
or acquisitions or self-development of new businesses to create
capital appreciation for the Group and create greater value returns for
Shareholders.
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Revenue and gross profit W= K EF

The following table sets forth a breakdown of the Group’s revenue and TREIAEEBE_T—N\F+A=1+—HL
gross profit by the Group’s business segment for the year ended 31 FERNAEERER S HE H oW R EN AL

December 2018:
Revenue
change
between
2018 2017 2018 and 2017
—E-N\F T —tF —E-\FH
RMB’000 RMB’000 —E—tFH
Revenue &= ARE®T ARBTT Wi 2 8
1) Production 1) EE 440,085 417,845 5.3%
- PFY —Whtm R 4 439,849 417,751 5.3%
— 3D printing materials — ZHESTEDM R 236 94 151.1%
2) Dyeing and processing QFERINT 206,420 204,132 1.1%
3) Trading of PFY JMsimEHE S 33,675 25,834 30.4%
680,180 647,811 5.0%

Revenue of the Group in 2018 was approximately RMB680.2 million, AEERZZE-—NFHREHAARKES0.28E
representing an increase of approximately 5.0% as compared with T BREFEINLS5.0% - AEBE WL INEZHP
the previous year. The increase in revenue of the Group was mainly ARG RHAEENREIEINOARKE221BE T
contributed by the increase in revenue derived from the PFY production

of approximately RMB22.1 million.
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Gross profit

change

between

2018 2017 2018 and 2017

—E-N\F —E—tF —E-)\FH

RMB’000 RMB’000 —E—tFH

Gross profit ER ARET R ARBTT EFNBH
1) Production 1)EE 59,273 80,345 -26.2%
- PFY —Wim R 44 59,310 80,342 -26.2%

— 3D printing materials — ZHEITENR B -37 3 -1,333.3%

2) Dyeing and processing 2 FE R MNT 89,987 92,928 -3.2%
3) Trading of PFY ) MG RHE S 7,517 6,886 9.2%
156,777 180,159 -13.0%

Gross profit of the Group in 2018 was approximately RMB156.8 million,
representing an decrease of approximately 13.0% as compared with the
previous year. The decrease was mainly due to i) the fall in selling price as
a result of fierce competition in the industry; and ii) the increase in cost of
raw materials.

Selling and distribution expenses

The Group’s selling and distribution expenses increased by
approximately RMB2.9 million, representing an increase of approximately
36.9% for the Year. The increase was mainly attributable to the increase
in cost of warehousing and transportation.

AEER-_Z-N\FNENNAARK156.88 &
T BEFRADL13.0% 2D EEHR)ERE
FMBIEHEB T Ri)RMEKAE N -

HERTHMAX

AEE AEENHEERDHERAXEMHOARK29
BB HBIEAAE36.9% ZEMNETBEERERNK
B AR AN G N0 o
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Administrative expenses TR

Administrative expenses decreased by approximately 3.2% to RMB64.1 THRARLH832%EARB641EETL T EH

million, primarily due to the decrease in share options accruals. RERERTBERRD -
Finance costs & AR

Finance costs increased by approximately 100.7% to RMB1.5 million, BERAEINN100.7%EARB1I5HGEL TEH

primarily due to the increase in bank loans. RERITEFIE M
Cash flows BHE2ERE

Year ended 31 December

BE+=-—A=t+—HLEE

2018 2017
—E-N\E —E—+F
RMB’000 RMB’000

AR¥T T ARMF T
Net cash flows from operating activities KEEBFEREREFTE 57,363 80,373
Net cash flows (used in)/from investing activities wEEE (FTR)/

FrisReme $5 (34,694) 25,177

Net cash flows used in financing activities BMEEHFARSREFHE (31,541) (18,199)
Cash and cash equivalents at end of the year FRASMRCEEY 144,573 152,837

For the year ended 31 December 2018, net cash generated from BEZZ-A\FT+ZA=T—HBLEFE K&LFH
operating activities amounted to approximately RMB57.4 million, which FIBREFRANARKESTABE L R_T—LF
represents a significant decrease as compared with the same in 2017, AL DEEHERE HENFIEREMNZBRR
mainly because of the decrease in trade and bills payables. Ao
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Net cash flows used in investing activities amounted to approximately
RMB 34.7 million, as compared to an inflow in 2017, mainly because
of i) investment in Nantong Yongsheng; and ii) deposit paid for potential
acquisition of the Hangzhou Target Group.

Net cash flows used in financing activities amount to approximately
RMB 31.5 million, which was mainly attributable to i) the payment for
dividends; ii) the dividend paid to non-controlling interests; and iii) the
share repurchased during the Year.

Liquidity and financial resources

As at 31 December 2018, the Group’s cash and bank balances,
including pledged deposits amounted to approximately RMB147.3
million (81 December 2017: approximately RMB163.0 million).

As at 31 December 2018, the total bank borrowings of the Group was
approximately RMB37.7 million (31 December 2017: approximately
RMB15.0 million).

As at 31 December 2018 and 2017, the Group’s key financial ratio
reflecting its liquidity and gearing level, were as follows:

Financial Review
8il 7% [ G&

H—-F ‘tEFZ//ILA*Htt TXﬁ/EEFﬁFHEEi/ﬁE/%
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MEEHFARSFEANARENN 5BET  IIE
Z AR RIRM IS i) A AR SR AR B Kiii) iR
REZETRGHEE -

RBESRMBER

—NE+-_A=Z+—HB AEENRE KR
ﬁ % N(BREEEFREI)NAARKI47TIEE T
—+tF+_A=1+t—H: HAR%163.06 &

RZZF-N\F+-A=1+—8 AEENRTERE
%EZ%%’UAE%S?.?E%%(* F—tH+-_A=1—
H:HARK150BE8TT)

RZB-NFR-ZF-—EFT_A=1t—8B %&
BRRERHESREARBKRTFHOBRYEL X
LUNNE

2018 2017

—g-N\% —F 7

Current ratio’ B & 2.96 2.46

Debt to equity ratio? B & B o b 2R2 0.07 0.03
Notes: Hiat:

e Based on total current assets over total current liabilities.

2 Based on total borrowings over equity attributable to Shareholders.
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Exposure to fluctuations in exchange rates and
related hedge

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

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

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

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

Employee benefits and remuneration policies

As at 31 December 2018, the Group had a total workforce of 579
employees (31 December 2017: 620 employees). The employees of the
Group were remunerated based on their experience, qualifications, the
Group's performance and the prevailing market conditions.

During the Year, staff costs (including Directors’ remunerations) amounted
to approximately RMB70.3 million (31 December 2017: RMB75.8
million).

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

The Group participated in the social insurance schemes operated by the
relevant local government authorities which include retirement pension,
medical insurance, unemployment insurance, industrial injuries insurance
and maternity insurance.

The Group emphasizes on team building and the Group’s success is
dependent on the contribution of all employees.
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Significant investments held as at 31 December

2017 and 2018

Financial Review

S ¥5 I RE

R-B—tER-B-N\F+-A=+-

AFANEARE

Fair value at

Investment 31 December Type of
Assets Manager Custodian amount Agreement date 2018 investment
R=B-N\F
+=ZBA=+—H
EEEEA TEA RERE =R WAFE REPH
RMB’000 RMB’000
AREBTT ARBTFT
Minsheng Wealth China Merchants 20,000 17 July 2018 20,627 3
Management Co., Ltd. Securities Co., Ltd. —E-N\F
REVEREER & D +A++H
BRAA] BRAA
China Foreign Economy Beijing Chaowai Street 46,150 17 July 2018 47,507 2
and Trade Trust Co., Ltd. Sub-Branch of China —E-N\F
FREEINEEE S Merchant Bank Co., +A++H
ERARAR Ltd.
BREARTRH AR LA
b RERINR T X AT
68,134
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Fair value at

Investment 31 December Type of
Assets manager Custodian amount Agreement date 2017 investment
R=Z—t#F
+=A
=+—H#H
BEEEEA EEA REH ik A=R AFE REFH
RMB’000 RMB’000
ARBTF T ARBT T
Shenzhen Sidaoke Ping An Bank Co., 45,000 31 October 2017 45,462 1
Investment Limited Limited, Shenzhen —E—+F
YT RBERIEE Branch +A=+—H
BRAF] ?ﬁfﬁﬁﬂ’i"
BRARRISIT
China Resources China Resources Bank 15,000 1 November 2017 15,138 1
SZITIC Trust Co.,Ltd of Zhuhai Co.,Ltd, —T—+F
EHRERGER Shenzhen Branch +—HA—8H
BRAF] Ekiiliif'ifﬁﬁﬂ’i %)
BRABRINDTT
60,600
Note: sk -

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

Type 2 investment refers to (i) money market funds; (ii) bank deposits; (iii)
money market wealth management products; (iv) money market trust; and (v)
money market asset management products, etc..

Type 3 investment refers to (i) money market trusts; (i) private investment

funds; (i) money market asset management products; (iv) bond repurchase;
(v) money market funds; and (vi) bank deposits, etc..

Save as disclosed above, there were no significant investments held by
the Company as at 31 December 2018.
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Directors and Senior Management

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

aged 56, is an executive Director and the chairman (the “Chairman”) of
the Board. Mr. Li is also the chairman of the nomination committee under
the Board and one of the authorised representatives of the Company. Mr.
Li has more than 30 years of experience in textile and trading industry,
and is mainly responsible for overall business strategy and management
of the Group. From August 1985 to May 1993, Mr. Li had been engaged
in trading of textile products as a sole proprietorship. He worked as the
general manager of Xiaoshan Yongsheng Trading Company from March
1993 to November 1997, and from November 1997 to June 1999, he
assumed the role of general manager of Xiaoshan Yongsheng Chemical
Fiber Company Limited (currently known as Hangzhou Yongsheng Group
Limited, “Yongsheng Group”). He served as the general manager of
Hangzhou Yongsheng Weaving Limited (“Yongsheng Weaving”) from
June 1999 to April 2003. Since 2003, Mr. Li has been appointed as a
chairman of the board of directors of Yongsheng Group. Mr. Li has been
a senior economist since October 2013. Since August 2014, Mr. Li has
been a director of 71 5t Ef = 4 BH% A% 17 B PR A &)(Hangzhou Shining
3D Tech Co. Ltd., NEEQ stock code: 830978), the shares of which were
quoted on National Equities Exchange and Quotations (‘“NEEQ”) of the
PRC.

Mr. Li completed his professional study majoring in dyeing and
processing engineering in Zhejiang Institute of Silk Textile (how known as
Zhejiang Sci-Tech University) in July 1985. In March 2004, he completed
a course on corporate director advanced business administration
which was held by Ningbo Jianfeng Management Technology Research
Centre. Between 2006 and 2012, Mr. Li had also completed various
courses including the Senior Training Course on the Philosophy of New
Technology and Enterprise Growth —Growth enterprise and the Senior
Training Course on Financial Investment in Real Operations respectively
offered by the school of humanities and the school of media of Zhejiang
University, the Senior Training course for Business Administration
Executives offered by Zhejiang Gongshang University, the training course
for senior enterprise operators and managers in Hangzhou City on “356
Engineering Programme” in relation to investment, financing and capital
operation training offered by Fudan University. Mr. Li was appointed as
the deputy chairman of The Professional Committee of Zhejiang Province
Privately-operated Economic Research Centre in December 2002. Mr. Li
has completed the CEO Finance Program for China Enterprise in 2016,
which was held by the Cheung Kong Graduate School of Business.
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Mr. Li has been elected as a representative of the Hangzhou City
Xiaoshan District People’s Congress of the PRC from December 2016.
Mr. Li has been elected as a member of the Hangzhou City Xiaoshan
District Committee of the Chinese People’s Political Consultative
Conference since May 2005 to December 2016. In November 2018,
Mr. Li was elected as the vice president of first session of Hong Kong
Hangzhou Chamber of Commerce. He was also elected as the chairman
of the Hangzhou City Xiaoshan District Wenzhou Chamber of Commerce
in July 2010, the vice-chairman of the Hangzhou City Xiaoshan District
General Chamber of Commerce in December 2012, the standing council
member and vice-chairman of the China Chemical Fiber Association
in April 2012 and April 2015 respectively. In October 2008, Mr. Li was
named the “Staff Caring Outstanding Entrepreneur” of Hangzhou City
jointly awarded by the Federation of Trade Union of Hangzhou City
and the Industry and Commerce Joint Committee of Hangzhou City. In
February 2013, Mr. Li was awarded the “Outstanding Socialist Builder”
for the years 2010—2012 by the Office of China Hangzhou City Xiaoshan
District and The People’s Government Office of Hangzhou City Xianshan
District. Mr. Li is the uncle of Mr. Li Conghua, an executive Director.

Mr. Zhao Jidong (“Mr. Zhao”)

aged 54, is an executive Director and chief executive officer (the
“Chief Executive Officer”) of the Company and one of the authorised
representatives of the Company. Mr. Zhao is also a member of the
remuneration committee under the Board. Mr. Zhao has more than
30 years of experience in textile industry, and is mainly responsible for
general management and overall operations of the Group. Mr. Zhao has
joined Yongsheng Group as the chief executive officer since June 2010.
Mr. Zhao was previously a director of Yongsheng Group. From July 1985
to October 2006, Mr. Zhao had worked in Yangzhou Cloth Factory and
he served previously as the factory director. He had also served as the
deputy director and director of Yangzhou Textile Research Institute from
February 1990 to October 2006. From September 2006 to July 2011,
Mr. Zhao had been the director of Shanghai Huayuan Company Limited,
a company which is listed on the Shanghai Stock Exchange (stock
code: 600094). From November 2006 to July 2011, Mr. Zhao had been
the deputy general manager and chief engineer of Shanghai Huayuan
Company Limited.
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Mr. Zhao obtained his bachelor degree majoring in textile engineering
from Wuxi Light Industry Institute (currently known as Jiangnan University)
in July 1985. Mr. Zhao has also completed the Senior Training Course for
Young Entrepreneur in Financial Control and Capital Operation offered by
Tsinghua University in December 2011. Mr. Zhao was elected as a council
member of Yangzhou City Textile Construction Association in June 1991.
He joined the Jiangsu Textile Engineering Association as a product
professional committee member in January 2004, and has granted the
government special allowance certificate by the State Council of the
PRC in 2000. He completed and passed the Training Course for Senior
Management of Listed Companies offered by China Securities Regulatory
Commission Shanghai Regulatory Bureau respectively in 2007 and 2008.
He was also accredited as a senior engineer on textile engineering by
the Job Title Reform Office of Jiangsu Province Textile Industry Bureau
and professor level senior engineer by Jiangsu Department of Personnel
respectively in 1995 and 2000. Mr. Zhao was engaged by the Graduate
School of Donghua University as an off-campus mentor in September
2012.

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

aged 44, is an executive Director and a director of Yongsheng Chemical
Fiber. Mr. Li CH has more than 15 years of experience in the textile
industry, and was mainly responsible for management and supervision
of ordinary operation of the Group’s trading business before the disposal
of the trading business of textile-related products by the Group in May
2015. Mr. Li CH is currently responsible for conducting product market
trend analysis. He worked as a chemical fiber materials salesperson
in the chemical fiber department in Xiaoshan Yongsheng Trading
Company Limited from June 1997 to December 2000, and worked as a
department manager in chemical fiber department of Yongsheng Group
from January 2000 to December 2004. Mr. Li CH has also completed the
Senior Training Course for Chief Executive Officer of Growth Enterprise
offered by Zhejiang University in January 2008. Mr. Li CH is the nephew
of Mr. Li Cheng.

Mr. Ma Qinghai (“Mr. Ma”)

aged 44, is an executive Director and the general manager of the
manufacturing division of Yongsheng Dyeing. Mr. Ma has more
than twenty years of experience in the textile industry, and is mainly
responsible for management and supervision of ordinary operation of
the Group’s dyeing business. Mr. Ma was the technical supervisor and
workshop officer of Zhejiang Hongli Group Limited Printing and Dyeing
Branch Company from August 1994 to February 2001. Mr. Ma held the
position of domestic trading manager of Yongsheng Group from January
2002 to July 2005 and was previously a director of Yongsheng Group.
Mr. Ma served as the vice factory director, factory director and deputy
general manager of Yongsheng Dyeing from August 2005 to February
2008, and has held the general manager position of Yongsheng Dyeing
since February 2008.
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In July 1994, Mr. Ma completed his professional study major in dyeing
and processing in Zhejiang Province Common Intermediate Professional
School. He completed the Senior Training Course for Chief Executive
Officer of Growth Enterprise offered by the school of humanity of
Zhejiang University in April 2007. He completed the course of Business
Management from Donghua University in July 2015 and obtained his
professional Diploma. Mr. Ma was awarded the “Progressive Individual
of Xiaoshan Dongpian Printing, Dyeing and Chemical Industry Provincial
Level Environmental Protection Key Regulatory Area Remediation
Work” by the People’s Government of Xiaoshan District of Hangzhou
City in October 2007. Mr. Ma obtained the award of “Outstanding
Contract Manager of Xiaoshan District” jointly offered by the Hangzhou
Administration for Industry and Commerce Xiaoshan Branch and
Hangzhou City Xiaoshan District Enterprise Contract Management
Association in 2010.

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

aged 57, is an independent non-executive Director. She is also the
chairlady of the audit committee and the remuneration committee under
the Board. Ms. Wong has more than twenty-five years of experience in
accounting and auditing, and mainly provides her independent judgment
on strategy, performance, resources, code of conduct and other aspects
of the Company. She had worked in major international accounting firms
and local accounting firms before she set up her own accounting firm in
Hong Kong in 1993.

Ms. Wong is an independent non-executive director and the chairperson
of the audit committees of AVIC International Holdings Limited (Main
Board stock code: 161). She is also an independent non-executive
director and chairperson of the audit committee and remuneration
committee of Overseas Chinese Town (Asia) Holdings Limited (Main
Board stock code: 3366). Ms. Wong is a non-executive director of Hin
Sang Group (International) Holding Co. Limited (Main Board stock code:
6893). Ms. Wong was an independent non-executive director of China
Ruifeng Renewable Energy Holdings Limited (Main Board stock code:
527) between 16 May 2006 and 31 January 2019, an executive director
of Tonking New Energy Group Holdings Limited (previously known as
JC Group Holdings Limited) (GEM stock code: 8326) between 21 June
2013 and 18 October 2016, and an independent non-executive director
of Glory Flame Holdings Limited (GEM stock code: 8059) between 2
August 2014 and 22 March 2016.
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Ms. Wong obtained a Bachelor of Arts degree from University of Hong
Kong in November 1983 and a postgraduate diploma in accounting and
finance from the London School of Economics and Political Science,
University of London, in the United Kingdom in July 1985. She has been
registered as a Certified Public Accountant in Hong Kong since June
1991. Ms. Wong has become a fellow member of the Association of
Chartered Certified Accountants (‘FCCA”) and a fellow member of Hong
Kong Institute of Certified Public Accountants (‘FCPA”) since May 1995
and February 2001 respectively. Ms. Wong has been appointed as an
independent non-executive Director since 7 November 2013.

Mr. Shiping James Wang (“Mr. Wang”)

aged 58, is an independent non-executive Director. He is also a member
of the audit committee and the nomination committee under the Board.
Mr. Wang mainly provides his independent judgment on strategy,
performance, resources, code of conduct and other aspects of the
Company. Mr. Wang was the Foreign General Legal Counsel of Zhongxin
Law Firm Shanghai Branch from July 2009 to March 2013 and has been
the Foreign General Legal Counsel of Shanghai Hanyuan Law Firm since
June 2013.

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

aged 53, is an independent non-executive Director. He is also a member
of the audit committee, the remuneration committee and the nomination
committee under the Board. Dr. Wang mainly provides his independent
judgment on strategy, performance, resources, code of conduct and
other aspects of the Company.

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

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

Dr. Wang obtained a doctorate degree from the Faculty of Materials
Science and Engineering of Donghua University in March 2002. From
January 1989 to March 1992, Dr. Wang was employed by the China
Textile University (currently known as Donghua University) as a trainee
researcher from March 1992 to September 1995, Dr. Wang worked
at Donghua University as an officer of the Technology Laboratory of
Chemical Fiber Engineering Research Centre. Dr. Wang served as
an assistant researcher, a deputy officer, an officer, and an associate
researcher in the Faculty of Materials Science and Engineering from
March 1992 to September 2002. Dr. Wang was appointed as the
associate dean of the Faculty of Materials Science and Engineering
from November 2004 to April 2010. Since September 2008, Dr. Wang
has been a director of the Institute for Engineering Research Center of
Advanced Glass Manufacturing Technology.
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Dr. Wang is the deputy director of the Gaoxin Fibers Professional
Committee of China Chemical Fibers Association, the deputy director
of Fibers Professional Committee of China Textile Engineering Society,
deputy director of Fibers Professional Committee of Shanghai Textile
Engineering Society, the deputy director of Industrial Standard Committee
of China Chemical Fibers Association, a committee member of Expertise
Committee of China Nonwovens & Industrial Textiles Association, the
expert of the Textile Industry Division of the National Development and
Reform Commission, a committee member of Technical Committee of
the Engineering Research Centre of the Textile Equipment of the Ministry
of Education and the deputy director of the Editorial Committee of China
Synthetic Fiber Industry. Dr. Wang has been appointed as an independent
non-executive Director since 19 August 2014.

Please refer to the section headed “Directors’ and chief executive’s
interest and short positions in shares, underlying shares and debentures”
under the “Report of the Directors” of this annual report for details
of interests or short positions in the Shares, underlying Shares and
debentures of the Company and any of its associated corporations held
by the Directors and chief executive of the Company.

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

aged 50, is the general manager of Nantong Yongsheng, and is mainly
responsible for management and supervision of day-to-day operation of
fiber manufacturing business of Nantong Yongsheng. Mr. Shi joined the
Group in June 2010. Mr. Shi had been the general manager assistant and
the head of production department of Nantong Huatong Chemical Fiber
Limited from July 1993 to June 2008. He had been the general manager
assistant in Shenghong Group Jiangsu Zhonglu Technology Company
Limited from August 2008 to May 2010.

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

aged 41, is the general manager of Yongsheng Chemical Fiber, and
is mainly responsible for management and supervision of day-to-day
operation of fiber manufacturing business of Yongsheng Fiber. Mr.
Ye joined the Group in May 2006. Mr. Ye had been the head of sales
department of Yongsheng Fiber from May 2007 to August 2011. He had
been the vice general manager and executive vice general manager in
Yongsheng Fiber from August 2011 to March 2016. Mr. Ye had been the
supervisor of polyester filament production and after-sales specialist of
Far Eastern Industries (Shanghai) Limited from July 2000 to December
2008. He had been the business representative of Huvis Corporation
Shanghai Representative Office from December 2003 to May 2006.

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

Ms. Zhang Yingli (“Ms. Zhang”)

aged 45, is the head of finance department of the Group, and is
mainly responsible for financial reporting and treasury management
for subsidiaries of the Group. Ms. Zhang has more than twenty years
of experience in accounting and financial reporting. Ms. Zhang joined
Yongsheng Group in October 2003. She was the financial accountant of
Zhejiang Asia Pacific Electrical and Mechanical Group Limited from July
1995 to November 2001.

Ms. Zhang completed her bachelor degree in finance in Zhengzhou
University in August 2015 and higher education in accounting in the
Central China Agricultural University in July 1995. Ms. Zhang passed the
occupational qualification examination for Chinese Tax Advisers in 2018.
Ms. Zhang was granted with the title of intermediate accountant and
senior accountant by the Ministry of Finance of the PRC in year 2002 and
2018, respectively. Ms. Zhang has obtained the certificate of passing all
the required subjects of the National Uniform CPA Examinations of the
Chinese Institute of Certified Public Accountants (“CICPA”) in December
2015, she has been the member of Chinese Institute of Certified Public
Accountants in 2016.
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Mr. Xu Bing

aged 38, is the head of human resources and administration department
of the Group. Mr. Xu Bing has more than fourteen years of experience
in human resources and administration management, and is mainly
responsible for human resources management and administration of
the Group. Mr. Xu Bing joined Yongsheng Weaving in May 2003 as the
office manager and then the office manager of Yongsheng Dyeing, and is
mainly responsible for human resources, administration and purchasing
management. He rotated to the Yongsheng Group as the head of human
resources and administration department in December 2008. Mr. Xu Bing
worked as the manager of the human resources department of Zhejiang
Chenhui Lighting Company Limited from July 2002 to May 2003.

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

Mr. Xu Hua

aged 53, is the supervisor of product information department of the
Group. Mr. Xu Hua has more than twenty years of experience of fabric
product development, and is mainly responsible for product research and
development and market research. Mr. Xu Hua joined the Yongsheng
Group in March 2011. Mr. Xu Hua had been the head of product
development department of Yangzhou Cloth Factory from December
1993 to June 1997 and had been the head of product development
department and general engineer of Yangzhou Huayuan Company
Limited from November 2004 to February 2011.

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

aged 50, holds a Bachelor of Economics degree from Macquarie
University, Australia in 1992 and is also a member of Hong Kong Institute
of Certified Public Accountants and CPA Australia, with over 20 years of
experience in auditing, financial management and corporate finance. Mr.
Chung was an auditor in Arthur Andersen (an international accounting
firm) from 1992 to 1999. From 2000, Mr. Chung had held several senior
management positions, including chief financial officer, executive director
and independent non-executive director, in a number of listed companies
in Hong Kong.

Mr. Chung has joined the Group as a vice president of the Company
since February 2018. Currently, he is also an independent non-executive
director of each of the following listed companies on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”):

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

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

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

- Zhengye International Holdings Company Limited (Main Board
Stock Code: 3363)

- Tokyo Chuo Auction Holdings Limited (Main Board Stock Code:
1939)

Ms. Lo Lok Ting Teresa (“Ms. Lo”)

aged 29, holds a Bachelor Degree in Laws from The London School of
Economics and Political Science. She is a practicing solicitor in Hong
Kong in the field of commercial and corporate finance. Ms. Lo has been
appointed as the company secretary of the Company with effect from 26
October 2017.
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The Company was committed to achieving and maintaining high
standards of corporate governance, the principles of which serve to
uphold transparency, accountability and independence in all aspects
of business and endeavour to ensure that affairs are conducted in
accordance with applicable laws and regulations.

CORPORATE GOVERNANCE CODE

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

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

CODE OF CONDUCT REGARDING
DIRECTORS’ SECURITIES TRANSACTIONS

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

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

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

Executive Directors

Mr. Li Cheng (Chairman)

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

Mr. Ma Qinghai

Independent non-executive Directors

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

The brief biographical details of and relationships among the existing
Directors are set out in the section headed “Directors and Senior
Management” on pages 29 to 39. Save as disclosed under the section
headed “Directors and Senior Management” of this annual report, there
is no financial, business, family or other material or relevant relationship
among Board members and in particular, between the Chairman and the
CEQ.

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

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

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

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

ExggERBRRAE

ErgEHaReR ARRRMEN TREFE
WEEBEATAHER REBEFAN EETESR
FEFE -REARARzAGERAA ((ARERMA
Bl EFERANBBEFLMEZ-

EEHFREBEFARTHNESS SR MERRSE
R RDERE S0 T -

Attendance/
Number of general
meetings held

Attendance/
Number of Board
meetings held

HERE HERE
FETEEY FIITRRAE
BEXRE RE
Executive Directors HITES

Mr. Li Cheng LA 19/19 2/2
Mr. Zhao Jidong THER L L 19/19 2/2
Mr. Li Conghua RS A 19/19 2/2
Mr. Ma Qinghai SHEELE 19/19 2/2

Independent non-executive Directors BYKHITES
Ms. Wong Wai Ling HFEBLL 19/19 2/2
Mr. Shiping James Wang FittF L 19/19 2/2
Dr. Wang Huaping FEFEL 19/19 2/2

The annual general meeting (“AGM”) of the Company were held on 25
May 2018. Our forthcoming AGM will be held on 27 May 2019. Our
Directors, chief financial officer and company secretary and other senior
executives of the Company will attend the AGM together with our external
auditors to answer any questions from the Shareholders. All Directors
treasure the opportunity to canvass the views of the Shareholders at the
AGM held annually.
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Board responsibilities and delegation

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

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

Appointment, re-election and removal of Directors

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

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

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

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

Induction and continuous professional development

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

EERERAEBNRE

ARBEETTRNTRIRXEABG et E
ERAEESRAENERFBDRBEERERA
EEERR-

ABERRSEEXRRE

HMETEEREEESIRSEEN UEERAZR
SEEBEEREETTRR -ARABI REEE
FNREEXRERARSLHELENEE WE -
EEFTHEBNREFEZFTER UEREED
HMEENEMRARBEE L REEREARANE
EEARKETHEE 2REFTHAAFEEE
BROEEN  UARS2EEMNSENFI LER
REFRENMBEKEE - REFRMMRCH EF
REEFAMEXNEIREFHIIDT

Types of continuous
professional development

programmes

BFEESEXRRARER
Executive Directors HITES
Mr. Li Cheng LA 1
Mr. Zhao Jidong HAERSTE 1
Mr. Li Conghua FHAZE S E 1
Mr. Ma Qinghai BEELE 1
Independent non-executive Directors BAKBITES
Ms. Wong Wai Ling BERZL 1
Mr. Shiping James Wang FHFEE 1
Dr. Wang Huaping FEFEL 1
Note: Btez -
1. Read relevant materials of workshops/internal trainings/updates on the 1. HEMEE/ REEL B TR R E A E

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

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

BOARD COMMITTEES
Remuneration Committee

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

During the Review Period, among others, the Remuneration Committee
has reviewed the Group’s remuneration policy and the terms of the
executive Directors’ service contracts, made recommendation to
the Board on the policy for the remuneration of executive Directors,
independent non-executive Directors and the CEO, assessed
performance of executive Directors, independent non-executive Directors
and the CEO and approved the terms of independent non-executive
Directors’ service contracts.

Corporate Governance Report
EEESHRES

EERITHRAR

RIEST AR ST RME S EA 2K EE RITHRAH A
AEEREMESY Y TERHRA-ALHRE-EFSE
FERFRELE MITHREBRBEEREE -EFEEE
FEAEERAENEBEFTINER RREBRMEA
EXOREEANEHES SR LRENSTR
REEFERDNERRRASENEN TRAERER
EREARENEBLREEEBBRITEESRA
MRBEB R - REZANBECHEFETLNAZ
[EEE

EEEET
FWEES

ARAERIVEFEETNFHEZES (MRS
) B RBRTEERMEBBLIENTEFAEMK
FHEEENRBELBEEENESTEIRAAR
EREBATESNFMES AR B FMBER
REREERSRERENRBRESSEHER
EH-FHEZESR2R (AP ERE) TR AR
XN THEHFEKF EEREREREESTANE
BEURAGENKR ENEEREREEEN
FMETEMEESFLERER -FTINZE SR
N B E B E R E A 3 T R B S PT
ARBZ BB -

REEFA (EFef)FMZEeeRadA5E
MFHRREATESRE S ONGT RATE
= BYFNTEZTRTREAZNEHRRAES
SELEES FENTES BIUFATEER
TTRAERNRBURIMEBIENTEENRBS

KRR

KBEFMRARAR 2018F% 45



Corporate Governance Report
EEEISHRS

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

REBEFR 877 -K8#% BUZEEKENH
FRERAEINMT :

Attendance/

Number of meetings

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

Nomination Committee

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

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

As part of the Board Diversity Policy, the Company recognises and
embraces the benefits of having a diverse Board to enhance its
performance. All Board appointments will be based on meritocracy,
and candidates will be considered against selection criteria. Selection
of candidates will be based on a range of diversity perspectives, which
would include but not limited to gender, age, cultural and educational
background, professional qualifications, skills, knowledge and length of
service. The ultimate decision will be based on merit and contribution
that the selected candidates will bring to the Board. The Nomination
Committee will from time to time review the Board Diversity Policy, as
appropriate, to ensure its effectiveness.
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One meeting was held during the Review Period and the attendance by
each committee member is set out below:
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REEFR |77 -R8#% BUZEEKENH
FRERENMT

Attendance/

Number of meetings

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

Audit Committee

The audit committee under the Board (the “Audit Committee”) currently
consists of three independent non-executive Directors. The primary
duties of the Audit Committee are to review the Company’s financial
information, review and supervise the Company’s financial reporting
process and internal control procedures, nominate and monitor external
auditors and provide advice and comments to the Board. The Audit
Committee is established with specific terms of references which deal
clearly with the committee’s authority and duties and are available on the
website of the Stock Exchange and the Company. During the Review
Period, the Audit Committee discussed and reviewed the interim and final
results of the Group and certain other businesses. The effectiveness of
the Company'’s internal control was also discussed at the meetings. The
Audit Committee has also reviewed with management the accounting
principles and practices adopted by the Group and discussed internal
controls, risk management and financial reporting matters including a
review of the interim report, annual report and the final result of the Group
for the financial year ended 31 December 2018. The Group’s final results
for the financial year ended 31 December 2018 has been reviewed by
the Audit Committee before submission to the Board for approval. The
Audit Committee has also reviewed this annual report, and confirmed that
this annual report complies with the Listing Rules. In the opinion of the
Audit Committee, there are no material uncertainties relating to events
or conditions that may cast significant doubt on the Group’s ability to
continue as a going concern. There is no disagreement between the
Board and the Audit Committee regarding the selection, appointment,
resignation or dismissal of the external auditors.
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There were three meetings held during the Review Period and the
attendance by each committee member is set out below:

FRERAEINMT :

Attendance/

Number of meetings

Members of the Audit Committee ERZEEBRE HERE, E8XH
Ms. Wong Wai Ling (Chairladly) BERZL (£E) 2/2
Mr. Shiping James Wang FHFEEE 2/2
Dr. Wang Huaping FEFIEL 2/2

INTERNAL CONTROL AND RISK
MANAGEMENT

The Board is committed to managing business risks and maintaining a
proper and effective system of risk management and internal control to
safeguard the Shareholders’ investments and the Group’s assets. On
30 December 2015 and 20 December 2018, the terms of reference of
the Audit Committee have been amended to include risk management
as part of the internal control of the Company. During the Review Period,
the Board reported the risks associated with the Company and the Audit
Committee was satisfied that the risks have been properly dealt with by
the Group.

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

The senior management’s remuneration payment of the Group during the
Review Period falls within the following band:
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REBFA AERESREEZENFHFMFENTFT
5 EEE -

Number of individuals

AE

Nil to HK$1,000,000 Z £1,000,0007% 7T 9
HK$1,000,001 to HK$1,500,000 1,000,001/ 7T £1,500,0007% 7T 1
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T £2,000,0007% 7T 1
HK$2,000,001 to HK$2,500,000 2,000,001 7T £2,500,0007% 7T 2
HK$2,500,001 to HK$3,000,000 2,500,001 7T 23,000,000/ 7T 0
13

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

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

AUDITORS’ REMUNERATION

The Group’s external auditors is Ernst & Young. The remuneration paid
or payable to the external auditors of the Group for the year ended 31
December 2018 comprised fees for audit services of approximately
RMB950,000 (2017: RMB950,000). During the year ended 31 December
2018, there was no non-audit service provided by the Group’s external
auditors.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR FINANCIAL
STATEMENTS

All Directors are responsible for the preparation of the financial statements
which give a true and fair view of the state of affairs of the Group. The
auditor of the Company acknowledges its reporting responsibilities in
the auditor’s report on the financial statements of the Company for the
year ended 31 December 2018. The statement by the auditors of the
Company about their responsibilities for the financial statements is set out
in the independent auditor’s report contained in this annual report. The
Directors are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s ability to
continue as a going concern. Accordingly, the Directors have prepared
the financial statements on a going-concern basis.

COMPANY SECRETARY

Ms. Lo Lok Ting Teresa (“Ms. Lo”) has been appointed as the company
secretary with effect from 26 October 2017.
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The company secretary reports to the Chairman of the Board and is
responsible for advising the Board on corporate governance matters and
facilitating communication among Board members, the Shareholders and
management of the Company. Ms. Lo has duly complied with the relevant
professional training requirement under Rule 3.29 of the Listing Rules.
The biography of the Company Secretary is set out in the section headed
“Directors and senior management” on page 39 of this annual report.

THE SHAREHOLDERS’ RIGHTS

Convening an extraordinary general meeting by
Shareholders

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

Procedures for putting forward proposals at
general meetings by Shareholders

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

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

Yongsheng Advanced Materials Company Limited
Unit C2, 29/F, Tower 1,

Admiralty Centre,

No. 18 Harcourt Road,

Admiralty, Hong Kong

Website: www.chinaysgroup.com

Tel No.: (852) 2776 5228

Fax No.: (852) 2994 9699

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

INVESTOR RELATIONS
Constitutional documents

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

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

2018 was 394,487,500. The Company will periodically announce the
total number of its issued shares in its monthly returns.
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Important schedule for the Shareholders - AGM

An AGM of the Company will be held at Admiralty Conference Centre,
1804A, 18/F, Tower 1, Admiralty Centre, 18 Harcourt Road, Admiralty,
Hong Kong on 27 May 2019. A circular containing, among others, details
of the AGM has been despatched to the Shareholders together with this
annual report.

Information for Hong Kong branch registrar

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

CORPORATE GOVERNANCE ENHANCEMENT

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

On behalf of the Board

Li Cheng

Chairman

Hong Kong, 26 March 2019
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Report of the Directors
EFBHRSE

The Board is pleased to present the annual report and the audited
financial statements of the Group for the financial year ended 31
December 2018.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The Company was incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law (as revised) of the
Cayman Islands on 19 April 2012. The registered office of the Company
is at P.O. Box 10008, Willow House, Cricket Square Grand Cayman
KY1-1001, Cayman Islands and its principal place of business in Hong
Kong is at Unit C2, 29/F, Tower 1, Admiralty Centre, No. 18 Harcourt
Road, Admiralty, Hong Kong. The principal activity of the Company is
investment holding and its subsidiaries are principally engaged in the
development and manufacturing of PFY, provision of dyeing services of
differentiated polyester filament fabric and trading of PFY in the PRC.

Further discussion and analysis of the business activities of the Group,
can be found in the sections headed “Chairman’s Statement” and
“Business Review” as set out on pages 7 to 21 of this annual report.
These discussions form part of this report of the directors.

SUBSIDIARIES

Particulars of the Company and each member of the Group as at 31
December 2018 are set out in note 1 to the financial statements.

FINANCIAL STATEMENTS

The profit of the Group and the financial conditions of the Group for
the financial year ended 31 December 2018 are set out in the financial
statements on pages 104 to 222 of this annual report.
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ENVIRONMENTAL POLICIES

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

KEY RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

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

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

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

COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in the Mainland China while the ordinary shares (the
“Shares”) of the Company are listed on the Main Board of the Stock
Exchange. The Group’s establishment and operations accordingly shall
comply with relevant laws and regulations in the PRC and Hong Kong.
During the year ended 31 December 2018 and up to the date of this
annual report, the Group’s operation has complied with all the relevant
laws and regulations in the PRC and Hong Kong in all material respects.
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RESERVES

Movements in reserves during the financial year ended 31 December
2018 are set out in the Consolidated Statement of Changes in Equity on
page 108 of this annual report.

As at 31 December 2018, the Company had distributable
reserves of approximately RMB129,972,000 (2017: approximately
RMB174,425,000) available for distribution to the Shareholders.

SHARE CAPITAL AND SHARE OPTION
SCHEME

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

DIVIDEND

The Board has recommended the payment of a final dividend (the “Final
Dividend”) of HK$0.022 per Share for the financial year ended 31
December 2018. This, together with the interim dividend of HK$0.033
per Share that was paid in 2018, amounts to an aggregate dividend
payment of HK$0.055 per Share for the full financial year of 2018. The
Final Dividend, if approved by the Shareholders at the AGM, will be paid
to the Shareholders whose names appear on the register of members of
the Company on 5 June 2019.

PROPERTY, PLANT AND EQUIPMENT

Movements in property, plant and equipment during the financial
year ended 31 December 2018 are set out in Note 13 to the financial
statements.
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MAJOR SUPPLIERS AND CUSTOMERS

During the financial year ended 31 December 2018, the percentages of
major suppliers and customers of the Group of the purchases and sales
for the year ended 31 December 2018 are as follows:

The aggregate purchases
Five largest suppliers accounted for 44.67%

The aggregate sales
Five largest customers accounted for 11.43%

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

CHARITABLE DONATIONS

The Group made charitable donations of approximately RMB1,060,500
during the financial year ended 31 December 2018 (2017: RMB325,500).

BANK BORROWINGS

During the financial year ended 31 December 2018, the Group had bank
borrowings of approximately RMB37.7 million, which was mainly used for
the expansion of production capacity in Nantong Yongsheng.

DIRECTORS

The Directors during the financial year ended 31 December 2018 and up
to the date of this annual report were:

Mr. Li Cheng (Chairman)

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

Mr. Ma Qinghai

Ms. Wong Wai Ling

Mr. Shiping James Wang

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

DIRECTOR’S SERVICE CONTRACTS

Each of the Directors has entered into a service contract with the
Company for a fixed term of three years commencing from 7 November
2016 (except for Dr. Wang Huaping, whose service contract commenced
on 19 August 2014) subject to termination, among others, by giving
not less than three months’ notice in writing. Each of such Directors will
be subject to retirement by rotation and re-election at the AGM every
three years. Mr. Li Cheng and Mr. Ma Qinghai are entitled to an annual
director’s fee of HKD100,000 respectively, and Mr. Shiping James Wang
is entitled to an annual director’s fee of HKD100,000, as proposed by the
Board and approved by the Shareholders. Director’s fees are payable on
a pro-rata basis for any non-full year’s service. The remuneration of the
Directors is determined with reference to their duties, responsibilities and
experience in the Company, and the prevailing market conditions. No
Directors have waived or agreed to waive any emoluments.

INTERESTS IN CONTRACTS

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

MANAGEMENT CONTRACTS

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

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

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

Save for the share option scheme of the Company, at no time during
the financial year ended 31 December 2018 was the Company, its
subsidiaries or its ultimate holding company or any subsidiary of that
ultimate holding company a party to any arrangement to enable the
Directors to acquire benefits by means of acquisition of shares in or
debentures of the Company or any other body corporate.

DIRECTOR’S INTERESTS IN COMPETING
BUSINESS

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

CONFIRMATION OF INDEPENDENCE

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

As at 31 December 2018, interests or short positions in the Shares,
underlying Shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of the Securities
and Future Ordinance (Chapter 571 of the Law of Hong Kong) (“SFO”)
held by the Directors and chief executive of the Company which have
been notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and short
positions which were taken or deemed to have under such provisions of
the SFO) or have been entered in the register maintained by the Company
pursuant to section 352 of the SFO, or otherwise have been notified to
the Company and the Stock Exchange pursuant to the Model Code in
Appendix 10 to the Listing Rules are as follows:

(A) Long position in the Shares and underlying

EEREEITHRASRERS -
MEROREEENERRXR

RZFB-N\F+ZA=+—0 EFREARGNES
TRABRARBIREFMAMBEEE (EEEES
EBIEST1EFE H R E GBI EXVEL) % - B K
HRERER BEEREEFRBEEHEXVED
FIRSD A EARRN A MR TR ERIAR (B
EREEFMBERIBEBEXESEEEFERRA
BEERNEERAR) HIALARRERESFRBE
GBI EI52FRFENELMANERIA R  HIRE
ERAMES10ZEESTRE NS AQE R
BmIORB T

(A RBROREERGHNER

Shares
Number of
Shares and
underlying Approximate
Shares held/  percentage of
Name of Director Capacity/Nature interested shareholding
i/
BEEZROR BARE
EEpR B3, tHE HER G A Bt
Mr. Li Cheng (“Mr. Li") (Note 1) Interest in controlled corporation 479,132,990 121.46%
FMuAE ([FxE]) (HF71) R LB R
Mr. Ma Qinghai (‘Mr. Ma”) (Note 2) Beneficial owner 7,075,677 1.79%
SREE ([BEE]) (HiF2) BB A
Mr. Zhao Jidong (“Mr. Zhao”) (Note 3) Beneficial owner 7,000,000 1.77%
AR A ([HEE]) (Hi73) EnEAA
Interest of spouse 2,653,927 0.65%
foiB 2z
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Note 1:

Note 2:

Note 3:

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

Pursuant to the share purchase agreement dated
1 November 2018, 165,591,746 ordinary shares of
the Company would be allotted and issued to Astute
Horizon Limited upon completion, and 107,069,544
ordinary shares of the Company would be allotted and,
issued to Astute Horizon Limited within 3 months period
after the fulfillment of conditions precedent as set out
in the share purchase agreement. Mr. Li beneficially
owned approximately 90% of the issued share capital
of Astute Horizon Limited which in turn, beneficially had
272,661,290 shares. Such acquisition had completed on
4 January 2019.

As at 31 December 2018, share options to subscribe for
4,400,000 Shares were granted to Mr. Ma. Besides, Mr.
Ma beneficially owned 2,675,677 Shares. Therefore, Mr.
Ma was interested in 7,075,677 Shares in aggregate.

As at 31 December 2018, share options to subscribe for
5,700,000 Shares were granted to Mr. Zhao. Mr. Zhao also
held 1,300,000 Shares beneficially. Besides, Ms. Chen
Xi, the spouse of Mr. Zhao, beneficially owned 2,553,927
Shares. Therefore, Mr. Zhao was deemed, or taken to be,
interested in the said 2,553,927 Shares for the purpose
of the SFO. Accordingly, Mr. Zhao was interested in
9,553,927 Shares in aggregate.

Bt -

Kzt

K173 -
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(B) Long position in shares of associated
corporation

(B) REBEERGHER

Number of

Name of Associated Shares held/  Percentage of

Name of Director Corporation Capacity/Nature interested shareholding

i HEER MR

BEEnE HBEEER B3, HE KRG EE BOL

Mr. Li Ever Thrive Global Limited Beneficial owner 446 95.71%
e BRI BR A A EREAA

Astute Horizon Limited (Note 1) Beneficial owner 100 90.00%
ERBRAA (HiE1) EnBEAA

Note 1:  Pursuant to the share purchase agreement dated HaEt - BBEABA-ZT—\F+—A—HZRK

1 November 2018, 165,591,746 ordinary shares of
the Company would be allotted and issued to Astute
Horizon Limited upon completion, and 107,069,544
ordinary shares of the Company would be allotted and,
issued to Astute Horizon Limited within 3 months period
after the fulfillment of conditions precedent as set out
in the share purchase agreement. Mr. Li beneficially
owned approximately 90% of the issued share capital
of Astute Horizon Limited which in turn, beneficially had
272,661,290 shares. Such acquisition had completed on
4 January 2019.

Apart from those disclosed herein, as at 31 December 2018,
none of the directors nor the chief executive of the Company had
any interests or short positions in any of the Shares, underlying
Shares or debentures of the Company or any of its associated
corporations (within the meaning of the SFO) that is required to be
recorded and kept in the register in accordance with section 352
of the SFO or any interests required to be notified to the Company
and the Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND SHORT
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2018, so far as is known to the Directors, the
following persons (other than a Director or chief executive of the
Company) had or were deemed or taken to have an interest or short
position in the Shares or underlying Shares which would fall to be
disclosed to the Company and the Stock Exchange under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or, were directly or indirectly,
interested in 5% or more of the nominal value of any class of share capital
carrying rights to vote in all circumstances at general meetings of any
other member of the Group:
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Number of Approximate

Shares held/  percentage of

Name of Shareholder Capacity/Nature interested shareholding

i HEER BRI

BRRERB HHE 51,/ HE ROEE Batt

Ever Thrive Global Limited Beneficial owner 206,471,700 52.34%
EEIRIKAR AR EmEAA

Astute Horizon Limited (Note 1) Beneficial owner 272,661,290 69.12%
ERABRAT (M) EmEAA

Ms. Chen Fangqin (Note 2) Interest of spouse 479,132,990 121.46%

BRI &t (Hfitz)

=L 0k: Fa

Note 1. Pursuant to the share purchase agreement dated 1 November 2018,
165,591,746 ordinary shares of the Company would be allotted and
issued to Astute Horizon Limited upon completion, and 107,069,544
ordinary shares of the Company would be allotted and, issued to
Astute Horizon Limited within 3 months period after the fulfillment of
conditions precedent as set out in the share purchase agreement. Mr.
Li beneficially owned approximately 90% of the issued share capital
of Astute Horizon Limited which in turn, beneficially had 272,661,290
shares. Such acquisition had completed on 4 January 2019.

Note 2: Ms. Chen Fangqin is the spouse of Mr. Li. Therefore, Ms. Chen
Fanggin was deemed, or taken to be interested in all the Shares in
which Mr. Li had interest for the purposes of the SFO.
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SUBSTANTIAL SHAREHOLDERS OF OUR
SUBSIDIARIES

Huvis held 30% of the equity interests in Yongsheng Chemical Fiber as
at 31 December 2018. For details, please refer to the paragraph headed
“Yongsheng Chemical Fiber” set out in the section headed “History and
development” of the Prospectus.

On 27 August 2018,Yongsheng Dyeing, an indirect wholly-owned
susidiary of the Company, entered into an equity transfer agreement
with Huvis, pursuant to which Yongsheng Dyeing agreed to sell and
Huvis agreed to purchase 30% of equity interests in Nantong Yongsheng
held by Yongsheng Dyeing, at the consideration of RMB17,660,140
in cash. After completion, Nantong Yongsheng was owned as to
67% by Yongsheng Dyeing, 30% by Huvis and 3% by certain minority
shareholders of Nantong Yongsheng. Please refer to the announcements
dated 27 August 2018 of the Company for details.
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SHARE OPTION SCHEME OF THE COMPANY

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

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

The Company shall be entitled to issue options, provided that the total
number of Shares which may be issued upon exercise of all options to be
granted under the Scheme and any other share option schemes of the
Company must not exceed 10% of the shares in issue on the listing date
of the Company (i.e. 27 November 2013).

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

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

During the financial year ended 31 December 2018, no share options
were granted (15,000,000 share options and 16,300,000 share
options were granted on 6 January 2015 and 30 December 2015,
respectively, under the terms of the Scheme (collectively, the “Grants”),
representing approximately 7.93% of the issued shares of the Company
as at 31 December 2018). Details of the Grants are disclosed in
the announcements of the Company dated 6 January 2015 and 30
December 2015, respectively.

Up to 31 December 2018, the following set forth the summary of the
changes in share options granted, details of which are set out in Note 27
to the consolidated financial statements:

BEREATREZEGRINESTSE TN HAHE AL
BITE-EARFERTSBEBRER L B HES
T WARZBHREL L IGXARR -

HE-Z—\F+-_A=+—HLIREE TEF
HtERE(AER_T—AF—A~BE=ZT—1
F+ = A=+ BIREZT M &R 15,000,000
7 BB AR 42 216,300,000 FE AL 4 (4778 [ ]) @ 8
ERARRAIRZZE—NFE+=-_A=+—HEBTR
PHI7.93%) - REMFBERERARRBHS A
—E-RE—AXNBE-ZE—FA&E+-A=1+HEH8
NGNS

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

Number of unlisted share options
FLmBREHA

m
Share price of
Cancelled/ the Company
Name and As at Granted forfeited Exercised As at as at the date of
category of 1 January during during during Exercise 31 December Date of grant of  Vesting period of End of exercise grant of share
participant 2018 the year the year the year price 2018 share options share options period % 3 tagr;;
NG
H=8-\% R/ i o RSE-NE i RBBREY
SHERERER -B-H EREH L ERTE i t=R=1+-B BRERLAE BRESED EBERAS AENER
(HKD per Share) (HKD per Share)
(BKET) (#HEr)
Directors
%
Mr. Zhao Jidong 2,800,000 - - 600,000 §1.212 2,200,000 6 January 2015 50%: 2 April 2016 to 5 January 2025 $1.48
5 January 2025
HERAE -1k 0% “F-~¥MA-HE —Z-1f
—ArA “ZCRE-AER” —RAA
50%: 1 April 2017 to
5 January 2025
50%: —E—+4MA-A%F
—ZCRE-AERY
3,500,000 - - - - 3,500,000 30 December 2015 50%: 2 April 2017 to 30 December 2025 $1.52
30 December 2025
“Z-1f 50%:=3—+¥MA-AZ Z—T-1f
TZR=+H ZECRFTZAZTE® TZA=TH
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Number of unlisted share options
FLmBREHA
Share price of
Cancelled/ the Company
Name and As at Granted forfeited Exercised Asat as at the date of
category of 1 January during during during Exercise 31 December Date of grant of  Vesting period of End of exercise grant of share
participant 2018 the year the year the year price 2018 share options share options period % \o tagr;;
NG
Ho2-N% ERiEE/ ~ Ro2-0E N KaEES
SRERARER -B-H FREH bt ERTE fikE t-A=t-B  BRERLEE BRESED fEBERAH BHNER
(/-/KD pe/S/ra/e/ (/-//(D peré‘ﬁarey
(2HET) (#KET)
Mr. Ma Qingha 2,200,000 - - - - 2,200,000 6 January 2015 50%: 2 April 2016 to 5 January 2025 $1.48
. 5 January 2025*
SERRL —2-1% 50%: —5—~FNA-AE Z—Z-1f
—-A”A —ZCRE-ARRY —-AnA
50%: 1 April 2017 to
5 January 2025
80% : **—tﬁﬂ]ﬂ EE
ZE2R%-A
2,200,000 - - - - 2,200,000 30 December 2015 50%: 2 April 2017 to 30 December 2025 $1.52
30 December 2025™
“E-nf 50%: —F-+¥MA_RE —Z_1f
+=A=+A “E-REt-A=1A* +ZA=+A
50%: 1 April 2018 to
30 December 2005
50%: ~%— ‘\E@ﬂ =EY
“E-RETCR=tE
Other employees 5,722,000 - - 1,242,800 §1.245 3,672,900 6 January 2015 50%: 2 April 2016 to 5 January 2025 $148
) 5 January 2025
208 -F-1f W % RFEACRE  ¥-IF
—ArA —ZCRE-AERY —REH
806,300 §1.212 50%: 1 April 2017 to
5] January 2025
O% ‘t FUA-HZE
—F — ﬂ H ﬁ E *
8,190,400 - - 458,800 $1.345 7,337,600 30 December 2015 50%: 2 April 2017 to 30 December 2025 $152
30 December 2025
—2-1% 0% % tivﬂﬂf B ZZ-BfF
TZA=1A ZECRETIA=TEY TZR=1H
394,000 $1.312 50%: 1 April 2018 to
30 December 2026™
50% : *z—}\ﬁﬂ]ﬂ; HE
ZECRETIA=TEY
Total
@t 24,612,400 - - 3,501,900 21,110,500
Notes: Bt
o The vesting and exercise of the options granted under the Scheme on . RIBEZTER-_E—RAF—AXARH 2 BRE

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

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

(A)

Continuing Connected Transactions

During the financial year ended 31 December 2018, the Group
entered into the following continuing connected transactions which
are subject to the reporting and annual review requirements set out
in Chapter 14A of the Listing Rules.

Details of the continuing connected transactions are set out below:
Master Procurement Agreement

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

On 30 December 2015, Huvis and Yongsheng Chemical Fiber
entered into an agreement pursuant to which the Group agreed
to purchase textile-related products for trading and production of
differentiated PFY from Huvis and/or its associate(s) from time to
time for a term of three years commencing from 1 January 2016
and ending on 31 December 2018 in accordance with the terms
and conditions stipulated therein (the “Master Procurement
Agreement”). On 7 March 2017, the Group adjusted the above
annual caps for 2017 and 2018 from RMB50,000,000 and
RMB60,000,000 to RMB80,000,000 and RMB100,000,000,
respectively, based on actual operating needs. As of 31 December
2018, the Group’s purchases from Huvis were approximately
RMB29.1 million.

On 28 November 2018, Yongsheng Advanced Materials (HK)
Limited and Huvis entered into a master procurement agreement,
pursuant to which the Group agreed to purchase PFY products
for production of differentiated PFY from Huvis and/or its
associate(s). The annual caps under the master procurement
agreement for each of the three years ending 31 December 2021
are RMB100,000,000,RMB130,000,000 and RMB160,000,000,
respectively.
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Technology and Brand Licensing Agreements

On 27 August 2018, Nantong Yongsheng and Huvis entered
into a technology and brand licensing agreement (“Nantong
Technology and Brand Licensing Agreement”), pursuant to
which Huvis agreed to grant to Nantong Yongsheng, among other
things, the exclusive right (except as to Yongsheng Chemical Fiber)
to use certain licensed technology and certain brands in the PRC.
Nantong Yongsheng is required to (i) pay royalty fees for the use
of licensed technology ranging from 3.625% to 6.5% of the profit
before tax generated from the sale of licensed products, depending
on the type of licensed technology used in the licensed products;
(i) pay royalty fee for the use of new technologies developed by
Huvis at a royalty rate to be determined upon categorisation of
such new technologies into the licensed technology by mutual
agreement of Nantong Yongsheng and Huvis; and (iii) pay royalty
fees for the use of the brands of 0.1% of the revenue generated
from the sale of the licensed products, exclusive of value-added
tax.

On 27 August 2018, Yongsheng Chemical Fiber and Huvis
entered into a brand licensing agreement (“Hangzhou Brand
Licensing Agreement”), pursuant to which Huvis agreed to grant
to Yongsheng Chemical Fiber, among other things, the exclusive
right (except as to Nantong Yongsheng to use certain brands in
the PRC. Yongsheng Chemical Fiber is required to pay royalty fees
of 0.1% of the revenue generated from the sale of the licensed
products.

The annual caps for the transactions contemplated under the
Nantong Technology and Brand Licensing Agreement for the year
ended 31 December 2018 and each of the two years ending 31
December 2020 are as follows:
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F 1 2 a3 JE & 7 165 o

RZZE—NFNAZ+ER  BEilEKEEHuvis
Ji—ﬁ&mﬁ o hEET Al e ([ 7O 38 i B2
AR A HE]) ¢ Ik Huvis[F B A B ok B
B (ERaE) R BRERE T &R
ETRERN P ERE CRBR(CHEBRIN) - @
KEBANRERAT RN AHTESE &8
nﬁﬁ = 7] mm P45 R T AR A §93.625%
£6.5% (ABEURR A EREANZT TR
MTEER) 5 (i) BEAE A Huvis Bl 2 2 S iy 2 - 4%
B WBRERERMBEMSEETTR
fiir B £h R 3@ ok B8 BRHuvis 2 R 15 5 ¢ K (i) Bt {E
)ﬂuuh‘?iﬁ%'ﬂ%% S REAEET A ESM
BREER01% (T BRIFLER) °

RZZE—NFNA=++t8 kM &Huvis
I — O REHFTRE ([RMNG BTG
21 BitHuisFA B Rk E/LERE (Hha
FIRTPEFERETRIENEMERE (BB
KERBRON) c KBRALEES AT RE 28R
HETAERAMBWERC1% -

ﬁL&mﬁ 2 b S B S IE R AT Y X S B

—E-N\F+_A=+—RALEEUREE
777§¢+ B=t—BImMEFESFEZ
FELRIT:

Year ended/ending 31 December RMB’000
BE+-—A=+—-HLEE AR¥T
2018 —ZE-N\F 257
2019 —E-NF 4,500
2020 ZETF 6,782

As at 31 December 2018, there were no transaction under the
Nantong Technology and Brand Licensing Agreement.
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The annual caps for the transactions contemplated under the
Hangzhou Brand Licensing Agreement for the year ended 31
December 2018 and each of the two years ending 31 December

MM HEE T HET I R SBES
—NE+-_A=+—BUIFEUREBEE_-F
—NWER—_E-_FTF+_A=+—HILMEF

2019 and 2020 are as follows: EEFZFELERWDT:

Year ended/ending 31 December RMB’000
BEt+-A=+—HLFE AR®T R
2018 —E-N\F 78
2019 —E-NEF 256
2020 —T-TF 281

The annual caps under the Nantong Technology and Brand
Licensing Agreements and the Hangzhou Brand Licensing
Agreement are determined based on the projected annual growth
in demand and selling price of the licensed products.

As at 31 December 2018, there were no transaction under the
Hangzhou Brand Licensing Agreement.

The Exclusive Agency and Distribution Agreements

On 27 August 2018 (after trading hours), Nantong Yongsheng
and Huvis entered into (i) an exclusive agency and distribution
agreement (“Huvis Exclusive Agency and Distribution
Agreement”), pursuant to which Huvis appoints Nantong
Yongsheng as an exclusive distributor of PFY products in the PRC
on behalf of Huvis; and (ii) an exclusive agency and distribution
agreement (“Yongsheng Exclusive Agency and Distribution
Agreement”), pursuant to which Nantong Yongsheng appoints
Huvis as an exclusive distributor of PFY products in South Korea
on behalf of Nantong Yongsheng.

Pursuant to the Huvis Exclusive Agency and Distribution
Agreement, the purchase prices for the PFY products supplied
by Huvis shall be agreed by Nantong Yongsheng and Huvis with
reference to the then prevailing purchasing prices of comparable
products in the market. Huvis shall pay Nantong Yongsheng a
commission of (i) 5% of the value of PFY products purchased
by Nantong Yongsheng from Huvis; or (i) 3% of the value of the
PFY products which are imported by and purchased by Nantong
Yongsheng on behalf of customers of Huvis located in the PRC.

Pursuant to the Yongsheng Exclusive Agency and Distribution
Agreements, the purchase price for the PFY products supplied
by Nantong Yongsheng shall be agreed by Huvis and Nantong
Yongsheng with reference to the then prevailing purchasing prices
of comparable products in the market. Nantong Yongsheng shall
pay Huvis a commission of (i) 5% of the value of the PFY products
purchased by Huvis from Nantong Yongsheng;or (i) 3% of the
value of the PFY products which are imported by and purchased
by Huvis on behalf of customers of Nantong Yongsheng located in
South Korea.
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Annual caps : The annual caps for the transactions contemplated ~ The annual caps for the transactions
under the Huvis Exclusive Agency and Distribution  contemplated under the Yongsheng Exclusive
Agreement for the year ended 31 December 2018  Agency and Distribution Agreement for each
and each of the two years ending 31 December  of the three years ending 31 December 2018,
2020 are as follows: 2019 and 2020 are as follows:

FE LR : HuisBEthRIZ R D HHHRE TRETHRINE  KEHMRERSEHAERTRETHRS
E_E-\FTA=T-BLEFEURHEEZ REE_Z-N\F Z-NFRZZT_ZTF
ZZEFT AT -HIMEFESFNFE T A=+ -RIE=EFEXFHNFE RN

ERIATH:

Sum of purchase payable by
Nantong Yongsheng to Huvis
B KB FIHWISS 172 B 25
Year ended/ending

31 December RMB’000
BE+t-A=+-—H
HEE ARETFT
2018 974
—T-N\F
2019 19,508
—E-NE
2020 28,649
—ECEE

Commission collected by
Nantong Yongsheng from Huvis
K M HuvIsH R Z 1 &
Year ended/ending

31 December RMB’000
BE+t-A=+-—H
HEE ARETFT
2018 551
—T-N\F
2019 3,975
—E-NE
2020 4,432
—ECEE

T

Sum of purchase payable by
Huvis to Nantong Yongsheng
HuvisIA BB K B3 112 fE B % 55
Year ended/ending

31 December RMB 000
BE+t-A=+-H
LEE AREFT
2018 584
—E-N\F
2019 11,705
—ZE-NE
2020 17,189
—Z-TE
Commission collected by

Huvis from Nantong Yongsheng
Huvis/a] F 38 K B 2 18 %
Year ended/ending

31 December RMB'000
BE+t-A=+-H
i:3:54 AREF T
2018 35
—T-N\F
2019 702
—E-NEF
2020 1,031
—ECEE

The annual caps under the Exclusive Agency and Distribution Agreements are determined based on the
projected annual growth in demand and selling price of the PFY Products through the exclusive agency

and distribution arrangement.

HRERDHEBRRTNEE LR DBBERGRAERNTRREBNERFEREEBI MDA

BROELHERE

As at 31 December 2018, there were no transaction under the Huvis Exclusive Agency and Distribution

Agreement.
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Confirmation from the independent non-executive Directors

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

0} in the ordinary and usual course of the business of the Group;

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

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

Confirmation from the auditors

Pursuant to Rule 14A.56 of the Listing Rules, the Board had engaged
the auditors of the Company to perform certain assurance procedures
on the continuing connected transactions. As of 31 December 2018, the
annual purchase amount of the continuing connected transactions under
the Master Procurement Agreement was approximately RMB29.1 million,
which did not exceed the proposed maximum annual transaction amount
for 2018. The auditors of the Company has provided the Board with a
letter, confirming that they were not aware of any matters that cause them
to believe that the continuing connected transactions disclosed have
exceeded the annual cap set by the Company.
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(B) Connect transactions

The Disposal

On 27 August 2018, Yongsheng Dyeing, an indirect wholly-
owned subsidiary of the Company, entered into an equity transfer
agreement with Huvis, pursuant to which Yongsheng Dyeing
agreed to sell and Huvis agreed to purchase 30% of equity
interests in Nantong Yongsheng held by Yongsheng Dyeing, at
the consideration of RMB17,660,140 in cash. After completion,
Nantong Yongsheng was owned as to 67% by Yongsheng
Dyeing, 30% by Huvis and 3% by certain shareholders of Nantong
Yongsheng (“Nantong Minority Shareholders”). Please refer
to the announcement dated 27 August 2018 of the Company for
details.

The Formation Of Joint Venture

Upon completion of the disposal of Nantong Yongsheng, Nantong
Yongsheng continued to be a subsidiary of the Company and it
became a joint venture formed between Yongsheng Dyeing, Huvis
and the Nantong Minority Shareholders. Yongsheng Dyeing, Huvis
and the Nantong Minority Shareholders entered into a joint venture
agreement to regulate their respective rights and obligations in
respect of ownership and management of Nantong Yongsheng
immediately upon and after completion.

First Intelligence Share Purchase Agreement

On 1 November 2018, the Group together with Astute Horizon
Limited (as the vendor) and First Intelligence International Limited
(as the target company) entered into a share purchase agreement
(the “First Intelligence Share Purchase Agreement”), pursuant
to which the Company has conditionally agreed to purchase
and the vendor has conditionally agreed to sell the entire issued
share capital of the target company for a total consideration of
RMBB800 million, which was satisfied as to (1) RMB200 million in
cash paid by the Company to the vendor upon completion; and
(2) RMB6B00 million by the allotment and issue of the 272,661,290
new Shares of the Company. The acquisition was completed on
4 January 2019, upon which all of the conditions precedent for
cash consideration and first allotment have been fulfilled for this
acquisition. Please refer to the announcement dated 1 November
2018 of the Company for details.
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(C) Related party transactions

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

SUBSEQUENT IMPORTANT EVENTS AFTER
THE REVIEW PERIOD

Further to the First Intelligence Share Purchase Agreement, the
acquisition was completed on 4 January 2019, upon which all of the
conditions precedent for cash consideration and first allotment have been
fulfilled for this acquisition. Please refer to the Circular of the Company
dated 7 December 2018 for further details.

On 1 February 2019 (after trading hours), the Company and Easy Speed
Inc. (as the vendor), among others, entered into a sale and purchase
agreement (the “Summer Power Purchase Agreement”), pursuant
to which the Company has conditionally agreed to acquire and the
vendor has conditionally agreed to sell the entire issued share capital of
the Summer Power International Inc. for an aggregate consideration of
HK$206,000,000, which was satisfied by HK$6,000,000 in cash and
HK$200,000,000 by way of allotment and issue of 80,000,000 new
shares of the Company (“Consideration Share”) at the issue price of
HK$2.50 per Consideration Share to the vendor by the Company in
accordance with the terms and conditions of the sale and purchase
agreement. The acquisition was completed on 22 February 2019, upon
which all of the conditions precedent for cash and allotment consideration
have been fulfilled for this acquisition. Please refer to the announcements
of the Company dated 1 February 2019, 13 February 2019 and 22
February 2019 for further details.

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

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

PERMITTED INDEMNITY PROVISION

The Articles of Association provides that every Director shall be entitled
to be indemnified out of the assets of the Company against all losses or
liabilities which he/she may sustain or incur in or about the execution of
the duties of his/her office or otherwise in relation thereto. The Company
has maintained appropriate Directors’ liability insurance coverage for the
Directors during the financial year ended 31 December 2018.

PRE-EMPTIVE RIGHTS

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

PURCHASE, SALE OR REDEMPTION OF
SHARES

During the Review Period, the Company repurchased a total of
9,940,000 ordinary shares of HK$0.01 each (“Shares”) on the
Stock Exchange at aggregate consideration (before expenses) of
HK$27,129,125. All the repurchased Shares were subsequently
cancelled.
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Aggregate
Number of consideration
Date Shares Repurchased Purchased price (before expenses)
BRE
=] FrigE R 8B [ AER S (MERBAXZ AT
Highest Lowest
Be &®IE
2018-5-18 —2-N\FHAT+N\AR 3,000,000 2435 2435 7,050,000
2018-5-30 —E2-N\FRHA=+H 3,000,000 2.94 2.94 8,820,000
2018-6-7 —ZE-N\F,AtH 2,000,000 3.05 3.04 6,098,925
2018-7-27 —ZE-NFtA=-++tH 1,940,000 2.66 2.65 5,160,200
9,940,000 27,129,125
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On 27 August 2018, Yongsheng Dyeing, an indirect wholly-owned
susidiary of the Company, entered into an equity transfer agreement
with Huvis, pursuant to which Yongsheng Dyeing agreed to sell and
Huvis agreed to purchase 30% of equity interests in Nantong Yongsheng
held by Yongsheng Dyeing, at the consideration of RMB17,660,140
in cash. After completion, Nantong Yongsheng was owned as to 67%
by Yongsheng Dyeing, 30% by Huvis and 3% by Nantong Minority
Shareholders.

Save as disclosed above, neither the Company nor any of its subsidiaries
had purchased , sold or redeemed any of the Company’s securities
during the Review Period .

AUDITORS

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

PROPOSED FINAL DIVIDEND AND CLOSURE
OF THE REGISTER OF MEMBERS

The register of members of the Company will be closed from 21 May
2019 to 27 May 2019, both days inclusive, for the purpose of determining
Shareholders’ entitlement to attend the forthcoming AGM to be held on
Monday, 27 May 2019, during which period no transfer of Shares will be
registered. In order to qualify for attending the AGM, the Shareholders
should ensure that all transfers accompanied by the relevant share
certificates and transfer forms are lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong no later than 4:30
p.m. on 20 May 2019.
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The Board recommends the payment of the final dividend of HK$0.022
per Share to the Shareholders whose names appear on the register of
members of the Company on Wednesday, 5 June 2019. The payment of
the final dividend is subject to approval by the Shareholders at the AGM.
If the resolution for the final dividend is passed at the AGM, the register
of members will be closed from 31 May 2019 to 5 June 2019, both days
inclusive, and the final dividend is expected to be paid on Friday, 28 June
2019. In order to qualify for the final dividend, the Shareholders should
ensure that all transfers accompanied by the relevant share certificates
and transfer forms are lodged with the Company’s Hong Kong branch
share registrar, Tricor Investor Services Limited, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong no later than 4:30 p.m. on
30 May 2019.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the financial results and of the assets and liabilities of the
Group for the last five financial years is set out on pages 223 to 224 of this
annual report.

By Order of the Board

LI Cheng

Chairman and Executive Director
Hong Kong, 26 March 2019
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Environmental, Social and Governance Report

INTRODUCTION
About this report

This is the third Environmental, Social and Governance (the “ESG”) report
published by the Company for the purpose of disclosing the initiatives of
the Group in relation to its ESG development.

As per the “Environmental, Social and Governance Reporting Guide”
(the “Reporting Guide”) published by the Stock Exchange, the Board
has overall responsibility for the Group’s ESG strategy and reporting.
The Board is responsible for assessing and determining the risks in
relation to the ESG of the Group, as well as ensuring the establishment
of appropriate and effective ESG risk management and internal control
systems by the Group. The management of the Group is responsible
for reporting to the Board for confirmation of the effectiveness of these
systems.

The ESG report aims at improving the stakeholders’ confidence and
understanding of the Group’s environmental and social performance
as well as the sustainable development strategies of the Group. The
Board of the Company has reviewed and confirmed the ESG report has
contained material, complete and balanced content.

Preparation standards

The report is prepared based on the principles set out in the Reporting
Guide set out in Appendix 27 to the Listing Rules.

The ESG report covers the Group’s two main businesses: (i) PFY
production and (i) differentiated fabrics dyeing and processing in the PRC.

This report covers the financial year ended 31 December 2018.

ENVIRONMENTAL ASPECTS
Build a sustainable ecosystem

In response to urge for accelerating the development of “conservation-
oriented society”, the Group has actively complied with the relevant laws
and regulations in relation to emissions and pollutants control, and the
Group has put in practices the “Quality and Environmental Management
Manual” in association with management procedure manuals in relation
to waste water treatment, gas emission, waste handling and resources
management procedures to monitor the treatment and disposal of
waste water, gas emissions and waste disposal. The Group has been
accredited with the ISO 14001 environmental management certification
since February 2015 and has completed the external audit and renewal
related to ISO during the Review Period.
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Environmental, Social and Governance Report
RIF-HBREISIRE

A1. Emission policies

Gas emission policy

The Group has formulated the “Gas Emission Management
Procedure” in order to effectively and effectively manage its gas
emission and ensure the Group’s compliance with the relevant
rules and regulations regarding gas emissions in the PRC.

The Group primarily produces the greenhouse gas (‘GHG”) due
to energy consumption in the production process. Pursuant to the
GHG Protocol (an international standard for measuring emissions
from private and public operations) in translating the GHG emission
resulted from energy consumption under Scope 2 Guidance
of the GHG Protocol (an international standard regarding how
corporations measuring emissions from purchased or acquired
electricity, steam, heat and cooling), the Group has a total GHG
emission of approximately 81,676 tonnes of carbon dioxide
equivalence during the Period Under Review.

Waste water treatment policy

The Group has formulated the “Waste Water Management
Procedure” in order to effectively and efficiently manage the
treatment and disposal of waste water and comply with the rules
and regulations regarding waste water disposal.

The Group adopts measures to separate waste water produced
during its production from other uses. Waste water segregation is
adopted in the production sites in order to facilitate segregation in
treatments for different types of waste water.

The Group’s waste water is mainly produced in the dyeing facilities.
In order to comply with the local government requirements to
ensure waste water was pre-treated (i.e. reducing the Chemical
Oxygen Demand (“COD”) level of the waste water) before entering
the municipal drainage system, the Group had built a water pre-
treatment facility on the dyeing production site in 2015 with further
enhancement in 2018.

80 Yongsheng Advanced Materials Company Limited Annual Report 2018

A1l.

PR BR
REHFHMEE

RAEBRBMEEEREBIBSLERANEET
ETEEAERBERMNARBAR LAY AE
BERIE [BEREERERF] -

AEERNEERBFREIZRNEEBERGE
FERE - NEBEHE REEERE(RER
BOZEBR (—HFAELERDEEELN
YEBEBRIRE) HEE — A T HREERERS
HHREEREBHBCETIIE (—REAREEN
MAEBEEARBEN B MARKLSE
EZHBRZBEBRERE) AEESHELRE
RESHEME 481,676 — SIS & -

BEKEERE

AEYRENEREKEELES WERA
BEKEE ZHRNERY NEBE HIE [5E
IKEEBIERF] o

AEBEFRPEEHREEMRENEEBES
EENBEKETOR REERSGRABEKD
M AR S BB D RO IA ©

AREBZBERKIZELNAERE /TSR
B BT R PARE AR BE /K FE 2 AT BUHR K &
BASRERERE (AREEKNILEFAE
(TCoD ) KF)  AEEER T —AFER
BREBAERSREVEKBRERE X _—F
—NFBIE—FRTT-



Environmental, Social and Governance Report

During the Review Period, the Group also installed the Distributed
Control System (“DCS”) central control system and ammonia
nitrogen automatic monitoring system for wastewater treatment
process in its workshops. The DCS central control system is
designed to monitor the whole process of wastewater treatment
by continuously monitoring sewage inflow, inflow temperature, PH
value, operating condition of circulating water pump, discharge
amount and other real time indexes on 24 hours basis. With such
systems, wastewater treatment was under global monitoring and
steady control, ensuring discharged wastewater after treatment
met environmental requirements, such as COD under 200mg/
L, PH value within the range of 6 to 9, ammonia-nitrogen below
20mg/L and total nitrogen below 30mg/L.

In May 2018, Yongsheng Dyeing invested approximately
RMB840,000 to upgrade the sewage treatment system, including
investment into a 100 tons/hour shallow air flotation system which
has effectively replaced the inefficient sewage physicochemical
treatment system of the primary sedimentation tank in the original
sewage biochemical system. The investment was also used to
add a sewage anaerobic circulation system which has effectively
solved the problem of occasional blockage of the original sewage
anaerobic water distributor pipes, further ensuring the smooth
operation of the sewage treatment system.

In August 2018, Yongsheng Dyeing invested approximately
RMB140,000 to upgrade the sewage online monitoring
equipment, including the additional installation of a total nitrogen
detector which can monitor the total nitrogen index in the
discharged sewage in real time.

Waste management policy

The Group has formulated the “Waste Management Procedure”
in order to effectively and efficiently manage the treatment and
disposal of solid waste.
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Hazardous waste produced by the Group during its production
process mainly includes dyeing sludge and waste oil from stenter.
The Group stores such hazardous waste separately by their
classification and adds labels on each depositary to specify the
type, quantity and deposited time before they were transferred to
professional third party for disposal.

In June 2018, Yongsheng Dyeing invested approximately
RMB218,000 to purchase a high-pressure diaphragm filter press
to upgrade the sludge treatment part of the sewage system, which
not only significantly improved the printing and dyeing sludge
treatment efficiency, but also made the treated sludge have a
very low water content, thus significantly reducing the cost of
subsequent sludge disposal.

Non-hazardous waste produced by the Group mainly derived
from packaging materials in production and domestic wastes
from staff dormitory and office. The Group strives to reduce the
packaging of the products. The Group maintains optimal design for
packaging materials in accordance with environmental protection
requirements, for example: to reduce product size, minimise
packaging and save storage space. Given the needs to meet
customer expectations and logistics requirements, the Group
strives to cut down the usage of packaging materials. The main
packaging materials for the Group’s PFY products include carton
boxes, paper cones, foam boards, plastic bags and plastic fims,
while the packaging materials for dyed fabric products include
paper cones and plastic films. Wooden supports are used for
product storage and auxiliary transportation and will be disposed of
as general industrial waste only when damaged. The new wooden
supports are those recyclable old wooden supports. On the other
hand, domestic wastes are handled by municipal cleaning service.
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2018 A1 Emissions KPI 2018FATHEI Y B SR AE R 1515
The following table sets out the gas emission and waste disposal TRISAEBRBEZE—T—NF+_A=+—
data of the Group for the year ended 31 December 2018: H 1FF 5 /) RE R EER &J@Té BYREEE:
KPI Specific indicator Emission Intensity
KPI HEgiER HEHE "R
A1.1 Waste water 596,549 tons 877.05 tons/RMB million sales
fiEK 596,549 877.05M BB T ARKHERE
Al1.2 GHG 81,676 tons 120.08 tons/RMB million sales
BERE 81,6761 120.08MF, BB T ARKEHERE
A1.3 Hazardous waste 1,240 tons 1.82 tons/RMB million sales
BEEEY 1,240Wf 1.82M,  BETARKHER
Al.4 Non-hazardous waste 3,425 tons 5.04 tons/RMB million sales
BEFEREY 3,425[ 5.04W8,/ B BT AREHES
. Use of resources A2. EREA
The following table sets out the consumption rate of electricity, TRINBHEZE_ZE—NF+_A=+—HLF
water and packaging materials for the year ended 31 December EREN KERBEMBHBEREER:
2018:
KPI Specific indicator Resource consumption Intensity
KPI B RgiER BIRERES "R
A2.1 Electricity 150,674MWh 221.52MWh/RMB million sales
E 150,674k FL B 22152l BB TARKHER
A2.2 Water 628,737 tons 924.37 tons/RMB million sales
K 628,737 924371, BB T AR HERE
A2.5 Packing materials 3,425 tons 5.04 tons/RMB million sales
BEME 3,425[ 5.041  BBTARBHERE
Please refer to paragraph A3 below for description of energy BLHUTXASREBAEBAERMEEREA
use efficiency initiatives adopted by the Group and the results M BIE RETRGKAAR -
achieved.
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A3. Environment and natural resources A3. RERKXAREIR
Environmental protection measures RREH

The main types of energy which the Group used in production are
electricity and steam, all were supplied by the municipal facilities.

The Group aims at increasing energy efficiency through proper
equipment maintenance and replacement of factory equipment.
The Group has reduced electricity consumption from production
by upgrading and replacing air compression systems. The Group
adopted the “coal-to-steam” system which uses steam as driving
force of stenter machines. Such system significantly reduces gas
emission.

During the Review Period, Nantong Yongsheng, for the purpose of
power saving, has replaced its high pressure air compressors with
low pressure air compressors that could secure production needs.
Besides, it has replaced all piston air compressors, featuring heavy
noise and high electricity consumption with screw-air compressors
featuring low noise and low electricity consumption, and has
adopted converters to control all fans and water pumps. Upon the
implementation of above improvement measures, workshops of
the Group achieved more than 10% electricity consumption saving
and reduced the impact of noise on the environment.

During the Review Period, Yongsheng Dyeing and Yongsheng
Chemical Fiber successfully passed the test on the enterprise’s
electric energy balance conducted by the Government of Xiaoshan
District, Hangzhou, Zhejiang Province. The test mainly focused
on the following two major parts of the enterprise: i) electricity
consumption and power balance test, including power load, daily
load rate, main electricity consumption per day, high-and low-
voltage output line three-phase current and other parameters;
and ii) the actual operating conditions test on on-site electrical
equipment to understand whether electrical equipment operates
smoothly and whether there is power-saving potential.
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Environmental, Social and Governance Report

Based on the above test data in two aspects and combined with
the comprehensive analysis of the current status of equipment
operation, the Group proposed a related rectification plan for the
production process. Through rectification, Yongsheng Dyeing and
Yongsheng Chemical Fiber finally saved energy by over 7%.

The Group has a circulating cooling water system in place to
reduce the consumption of water for cooling down during this
Period. Furthermore, Yongsheng Dyeing has installed a water
recycling system to recycle dyed water generated from its
production and reduce water consumption.

The Group strives to recycle all recyclable industrial resources by 1)
re-using leftover materials resulted from production; 2) selling sub-
standard filament to downstream manufacturers; and 3) collecting
and re-using packaging materials of raw materials. All these
initiatives have significantly reduced packaging wastes. During
the Review Period, the sub-standard filaments recycled were
approximately 1,323 tonnes, representing approximately 3.8% of
production volume.

Energy-saving air compressor in Nantong Yongsheng
A 38 7K 2% O B BE 22 R A
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Nantong Yongsheng conducted full pipe
insulation of rare earth materials in a
workshop, which reduced heat loss and
improved ambient temperature.
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Environmental friendly products application

During the Review Period, the Group continued to use
environmental products that were granted with two national
invention patents. The “Nylon Ultrafine Fabric Filament and
Leather-Feel Velvet Fabric” are manufactured with lower
temperature printing and dyeing methods which significantly
reduced energy consumption and emissions, as compared with
the manufacturing of regular polyester ultrafine fiber. Meanwhile,
the microfiber filaments of “Ultrafine Fabric and Naked Shammy
Fabric” require less or no dyestuff in production result in less or no
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sewage being discharged during the production process. These
two patented products achieve energy-saving and environmental
protection at the same time.

RIFRIAOFE

Evaluation of the environmental performance:

KERE KELE BRXE
Yongsheng Dyeing Yongsheng Chemical Fiber Nantong Yongsheng

2018 2017 Changes 2018 2017 Changes 2018 2017 Changes
“E-\F  —E—tF . “E-\F  —EtF EE] “E-\f  —EtF 2%
Million Million Thousand Thousand Thousand Thousand
Production volume metres metres tonnes tonnes tonnes tonnes
EE S0SEEXK  S09EEX -0.8% 10471 14771 -29.3% 241 1950 23.6%
viter Immaterial Immaterial
usage-tonnes/per meter 0.01226 0.01264 -2.99% REA REX
SRAKE /M
electricity
usage- kwh/per meter 0.31 0.28 9.89% 1,135.29 1,146.36 -0.97% 2,008.89 2,201.75 -8.76%
SkRER/TRE
steam
usage-tonnes/per meter 0.00178 0.00164 8.33% N% és%d N%g%d
FREZERE/
viater reatment Immaterial Immaterial
usage-tonnes/per meter 0.01162 0.01267 -8.27% REX REA
PRKEEE /B

2018 Initiatives
- \FZEH

¢ Replace high pressure air compressors with low
pressure air COMpressors
BEEEREEESAREERERE

o Water recycle initiatives
KBIREE

¢ Analyse measuring data of electric energy balance
to improve the overall efficiency in electricity usage
ARELTEHABE AT EBRE

o Water pre-treatment facility
BKERERM o Apply frequency conversion control to all fan pumps
HRANEBKRRAE AR

o Shift from coal-to-gas to reduce exhaust emission
RBRGOTRATR D B R

¢ Increased the overall efficiency in
electricity usage
RERTIERASE
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Environmental, Social and Governance Report

SOCIAL ASPECTS

Care for the employees

B1.

Employment

The management of the Group believes that “cooperation” and
“reciprocity” are the key success elements in a harmonious
employment relationship. Hence, the Group strictly complies
with labour laws, regulations and industry practices in relation to
compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination
and other benefits and welfare. The Group participates in the
social insurance schemes operated by the relevant local PRC
government authorities which include: retirement pension,
medical insurance, unemployment insurance, industrial injuries
insurance and maternity insurance as required by the relevant PRC
regulations. Apart from competitive salaries and incentives such as
bonus and share options which is based on the evaluation of their
contributions to the Group, the Group also provides promotion
prospects and training opportunities to staff.

The Group also provides a series of facilities and benefits for its staff
and their families. The Group aimed at equipping its staff with all-
rounded skills and developing the full potential of its staff. Most of
the senior management worked over five years for the Group.

Gender equality and diversity

The Group promotes equal opportunity and advocates diversity.
All recruitment and promotions are based on meritocracy and all
candidates will be considered during the recruitment procedures.
Selection of candidates will be based on a diverse range of
criteria, including but not limited to gender, age, cultural and
educational background, experience, skills and knowledge.
Necessary procedures are also exercised to ensure fair and non-
discriminatory recruitment.

RIR-HERE]

SRS

HtE5HE
BIRET

B1.

&R

AEBEEERR [AEIETEER] TIFE
BEBERIBRKINZER FEit ARE &S
ETERB MRS BERET TR KR
B FERE  Znl REBAREMTSE
REMZBEER ERRTEBED - AEE
SHEAREMTRBFHRAZESRREIE
B ARATBEZEARAEZCERNEZS BE
R RERE  TERBREBRRR - BRAHR
Fhegae R (MREBEEHASEZ TR/
FHEEE ZIEA B RE) SN NEB RS B

THRHEEFA R RIBIIEE -

AEBTABIRERBIRE—ZINEFRE
Fle-AEEBMNAETIHEZERE YD
BWETEN APOESREEBABERAE
BTERFNU L

R FERZITIE

AEBEEERETEYIREZ T -MERE
RETTHARAES BIRA - BEEBEREFT
BEBMABNE - BEBREABUZ TEE
RER SREFSRVER  Fik - UERBE
B KR BRERAEZ AEERUERITE
REEIEHEOR 2 F M IF AR 1R ES o
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As at 31 December 2018, the Group had a total of 579 employees RZZE-—NF+ZA=+—HB F~&EHEHR

and all of them are full-time employees. During the Review BTI579AN 2 AZRBEM REBEHEA -
Period , the Group’s overall average employee turnover rate is AEBZBEBIEHEBRAEHEL4.04% °
approximately 4.04%.

The Group's employee profile by gender is illustrated as below:
REERERUERMSMWAT
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The Group's employee profile by age is illustrated as below:
REERERFREDMAT

6
>year 60 |
>605%

164

year 1 8—%%
236 18-305
year 41-60

41-60%%
173
year 31-40

31-408%

Staff activities ETZ#®

The Group has organised various leisure activities and festival
celebrations for its staff. During the Review Period, the Group
organised a series of activities to celebrate festivals like Chinese
New Year, Women'’s Day etc.. The Group also organised staff travel
and other sports activities, in order to encourage work-life balance
among its staff. The Group arranged thanksgiving gifts to its staff
during Chinese New Year, Mid-Autumn Festival etc.. As a caring
company, senior management of the Group regularly paid visits to
staff under inferior living conditions and assist them with sincere
gratitude.
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Environmental, Social and Governance Report
RIE-HBREISHRSE

Fun Games organized
for employees

Our chairman signed off the safety ETBRKENS
production responsibility statement
with general managers from

Visiting employees

subsidiaries . .
BRRETANMEERTRREER in difficulty
& RE SRR T
B2. Health and Safety B2. EHEZE
Strengthened Production Safety BREEHEE
The Group strictly abides by the local laws and regulations related AREEBRRETEMRS TREHEZ2HBE
to employee health and safety, such as the Production Safety Law ERER W (PEARKNBLZZEEE) -
of People’ Republic of China, the Law of the People’s Republic of (RIRAREMBBERAE)  (BERER
China on the Prevention and Control of Occupational Diseases, EETEIE T RBRINATHRESE
and the Measures for the Supervision and Administration of FREBE AN LT EEEB R ELIE N
Occupational Health Surveillance. It regulates the work regarding oR 2B THY (R A& o
production safety and prevention of occupational diseases in
a standardized way and strengthens the protection of female
employees through a series of internal rules and regulations.
In addition, in accordance with the requirements from systems N AEBIZB (L2EEBTESNE) Sl
such as the Safety Production Management System, the Group ERE NAESHNEEER BEELXEEE
enhances accident and non-compliance management, supervises M RESMIREEHEEXELEEEINS
production safety, and carefully analyzes and reflects on the RO HBERBEREE BEETHWR
lessons learned from non-compliance or production accidents to REBTHA BEEAEREEDNHB B
prevent further non-compliance. The principal of “four prohibition” BHEARTEE THUBF B BAA BRI EHE TR
on incomplete cause investigation, incomplete disciplinary action WE [ ] RA IR T2 E &
for responsible staff member, incomplete rectification measures B
and incomplete training for relevant staff member is upheld to
improve safety education and implement rectifying measures.
The Group has installed comprehensive fire alarm systems and AEEREBEEEERTREES A IGRE
fire-fighting equipment at each workplaces to reduce potential fire R B N A DABRR BT NS R B o AN S
risk. All of the Group’s new staff had attended the safety trainings. ERMEHEIHZNEEEI - BRERLT 2
Apart from the basic safety training, the Group also focused on AMoN REBEMEFRBAE IEFEA6S]
implementing the “6S” lean management framework in daily works. B EIRRER - ANEE N E KR IESER IR
The Group also requires proper safety training to be conducted BRBMATETEENL2EF -
before new equipment or techniques being employed or being
operated.
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B3.

Emphasis on occupational disease prevention

In accordance with the relevant local laws and regulations, the
Group offers health and safety education to employees and
provides induction safety training and arranges safety retraining for
elder employees.

Yongsheng Chemical Fiber and Nantong Yongsheng distribute
protection gears, such as earplugs and masks regularly, and offer
proper training in respect of which is carried out among staff.

To promote a safe working environment and protect employees from
occupational hazards, the Group had formulated its own procedures
of the handling of chemical products and machinery management.

The Group posts notices and warning signals at workplaces where
occupational hazards exist in order to raise the awareness of self-
protection of employees.

Development and training

Communications are keys to the success of the Group. Internal
management meetings of the Group were held regularly, such as
management monthly meetings, periodic meetings for ad-hoc
projects, functional meetings and daily team briefings, etc.. Also,
in order to promote a safe production environment, efficiency and
uphold the quality of the Group’s products, organised trainings
were provided to staff, such as new staff induction program, fire
prevention seminars, work safety seminars, seminars on technical
topics, managerial skills, rules and regulations updates.

B3.

ERBERI &

AEBEREEMHEBERER HETETT
BEZ2HE ETABZ2HEIMERT
ZEHEI -
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BETHRBESH-
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BERE

BRREASERDNBR AEEFEHET
NEFEEEH WMEEAZER ERETHS
# DR eBERATERES I REALR
RHERR BRERESASEEMEE K
SECRBTRERGEI 0B T AR
A P AGE - TEZ 2 Mg - Rifr S
B EERE REGEEHE-

Efficient process for talent development

Objective setting
BERE

Establishing clear performance
targets to create value for
achieving the Company’s
business objectives
REBFMONEERT  BRA)
¥BEFERAEEER

e Communicating with the
responsible personnel to
confirm the short and long-
term performance output
objectives undertakings
HEEFNBR WHERH
%Dfﬁﬂﬁﬁ;%%ﬁ@%%ﬁi H
Ek:3

e Setting development
targets to ensure the growth
of organisational capability
R RAREE KR
BERER

SR AL ERITIZ

Competency Development Performance Appraisal
BEOBRE XKIETE

Conducting in-depth analysis
and formulating a targeted plan
for performance development,
so as to ensure performance
optimisation

RADHT BIE A EIEAE
?E%EE%U EREEENR

e Clarifying the content
and direction of our
trainings and ensuring their
implementation
BRI AR E TR - FELR
EIIE

e Carrying out training and
capability improvement
work with a focus on core
competence development
Bz O B R - RREE
HIEEgE IR A T

e |mproving the management
skills to support the
achievement of a high
performance process
RETEERE UXHS
BRRENER

Conducting systematic
assessment and evaluation

on the results of performance
targets

A B RTTRAE R R
ERZEGE

e Establishing performance
assessing standards for
performance targets
HEERER  REFER
BigE

e Evaluating the effectiveness
of the employees’ learning
and development program
FHEE T2 BMEBRIAL
BB s

e Careers development and
guidance for employees
STREHRED

¢ Design and implementation
of performance incentive
system
BRI R R EE
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Vocational Development
BEZR

Proposing a clear plan that
provides a path to career
success for employees
AR BB TR —K
BEKIE BB

* Aflexible career
development system that
allows inter-departmental
transfer, vertical promotion
and cross-grade promotion
TENBERRER BEm
RE  EHEEF BHREA

* In-house mentor program

MR RNET

e Task training program
ER I &

* Internal job rotation
program
& e =t &

* Internal project program
AIEBIE B 5 &
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Labour standards

The Group strictly complies with the relevant laws and regulations
in relation of the prohibition of child and forced labour. The Group
strictly prohibited employment of any staff under the age of 16.
The human resources department of the Group strictly implements
measures to prevent any violations thereof, for example identity
cards, certificates of skills and graduation certificates of each staff
member are verified before signing formal employment agreements
with the candidates. The Group also has measures in place to
reconfirm whether the newly recruited staff meets the recruitment
criteria. The Group will pay minimum salary on a monthly basis
which is no less than those required by local government in
accordance with the government regulations during the probation
period. It will determine staff salary in accordance with the skills and
technical requirements of the position.

OPERATING PRACTICES

B5.

Supply chain management

Corporate certifications, qualifications and awards

The Group promotes the concept of “innovation” with strong
research and development capabilities. The Group obtained
certifications in quality and environment management aspects
(ISO9001 and ISO14001). In addition, the Group has obtained
a series of corporate certifications, qualifications and awards as
listed out in the “Certifications and Qualifications” section above in
recognition in its effort in promoting “innovation”.

B4.

RIF-HEBREIGHS

B THEA

AEEBBETEREIETRRHSETIZHE
BZARKER AEBEBEBELEEEM165
ATHET - REBANEREBPIEBEEAR
ELARBHENSERNTOZEEEET
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TR RIT A o A K B IR ER XS 1 S 37 W AR T
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B5.

HEREE

PRRE B R LR

RNEBMAOHEAEBR AL DN A B
B AEECHESEERREERIEAIRE
(1S09001 }1S014001) ° It oh - AN B B BL/S
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EiFTEL)

KBFMRARAR 2018F% 91



Environmental, Social and Governance Report
RIF-HBREISIRE

Procurermnent reliability and relationships with suppliers

The Group monitors its procurement procedures closely as raw
materials directly affect products quality. During the Period Under
Review, the major suppliers of the Group were mainly located in
Zhejiang province, Jiangsu province and other regions of the PRC
and had over 5 years of relationship with the Group on average.
When liaising with new suppliers, the sourcing department of the
Group is responsible for evaluating the potential suppliers with
reference to the criteria set out in the “Stakeholders Environmental
Management Procedures”, for example the compliance of relevant
statutory requirements, product quality, production stability,
compliance with safety and environmental protection rules and
regulations and pricing. The Group only engages the suppliers
which have passed the evaluation. Subsequent to the engagement
of the suppliers, the Group performs regular evaluation of its
suppliers in order to monitor product quality.

Emergencies management

The Group formulated the “Emergency Management
Procedures” and “Fire Prevention Management Procedures”
and other production safety management systems to cope with
emergencies. In addition, the Group has designated personnel to
conduct safety inspections on production facilities and conduct
instant follow-up when any exceptional situation was found.

In order to minimise the environmental and social impact due to
emergencies, the Company will set up a central team to manage
emergencies and designate relevant personnel to formulate
evacuation plans, conduct post-incidental repair and investigations
in order to avoid the re-occurrence of similar incidents in
accordance with the “Ratification and Prevention Measures
Management Procedures”.
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Product responsibility
Product quality

The Group is committed to offer quality products to its customers
and complying with the requirements of relevant standards in
relation to health and safety, advertising, labeling and privacy
matters of its products. The Group has formulated the “Product
Quality Monitoring and Measurement Procedures”, the “Defective
Product Management Procedures” and the “Data Analysis
Monitoring Procedures” in order to strictly manage product quality.
The following chart illustrates the quality and environmental
management framework of Yongsheng:

RIF-HEBREIGHS

B6. EREF

AEEBRNATFPRHEBEER ETEHE
mERLZE B RERREZEEZAH
BERE-AEECHE [EmHNERNAE
EEREF][TARmERERF]I RIEHNS
WEGIREF] AEBEEEREE - TESIR
KENEENREEEERANER:

The quality and environmental
management framework of the Group
AEECEERREEERRESR

e Customer
requirements

e Environmental factors

e | aws and regulations
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Patents

As one of the leading manufacturers of differentiated PFY and
dyeing and processing of differentiated polyester filament fabrics
in the PRC, product quality is the top priority of the Group. The
Group owned 67 utility model patents and 2 invention patents.
The number of patents owned by each member of the Group is as
follows:

=7

Y0 R B 455 10 22 AL i B2 4 B 22 B Wl
EHRERNTHAER, —ERERBRE
B EEHE AL EEGO7TEE AR
ROBAHHEF  AEBEKEATD 2 HES
BT -

Number of

Invention Utility model patents

patents patents being owned

EHER BRANEER BEEERNH

Yongsheng Dyeing P 2 19 21
Yongsheng Chemical Fiber K BAL - 16 16
Nantong Yongsheng 3 K B - 32 32
2 67 69

The Group sets “innovation” as the top priority for its business
growth. The Group pays great attention to the protection of
intellectual property and product secrecy in order to safeguard
the fruit of its innovation. The product information department
is responsible for managing the patents and projects of the
Group. The Group will cooperate with intellectual property service
companies to improve the quantity and quality of future patents
applications. The Group will continue to develop a sustainable
innovation model through internal research and development,
industry-university-research cooperation and others research and
development efforts.

The Group will also perform periodic customer satisfaction surveys
in order to understand customer demand.

94 Yongsheng Advanced Materials Company Limited Annual Report 2018

AEE®K A REXBRERZE-BE
AEESEERRENZEENERRE A
REBFAR - EmEEHMAATEENEE
M B IR B o ANER B EE R A R RS A A
B REARENHFZHENEGE -AE
B RER TN ESNSFEREMHTET
TFEBEZERASEATRN -



B7.

BS.

Environmental, Social and Governance Report

Anti-corruption

The Group emphasises on transparency and responsibility in
order to fulfill the corporate motto of “integrity”. The Group strives
to achieve zero occurrence of incidents that are detrimental to
the interests of shareholders, investors, customers and other
stakeholders of the Group. The Group had formulated a set of anti-
corruption policies to ensure compliance with all applicable anti-
corruption laws and regulations in relation to bribery, extorting,
fraud and money laundering. All directors, staff, agents and
representatives and any individuals acting on behalf of the Group
are prohibited from directly or indirectly offering, giving, soliciting or
receiving any form of bribe, kickback or other corruptive payment
or anything of value, to or from any person or organisation,
including government agencies, individual government officials,
private companies and employees of those private companies
under any circumstances. During the Period Under Review, the
Group did not have any non-compliance with laws and regulations
in respect of anti-corruption, including but not limited to Prevention
of Bribery Ordinance (Chapter 201 of the Laws of Hong Kong) and
Criminal Law of the PRC.

Moreover, the Group had formulated a whistle-blowing policy to
increase employees’ awareness to uphold integrity. The chairman,
chief executive officer and the audit committee of the Company
will receive report of the whistle-blowing incidents and have the
discretion to initiate independent investigations according to the
nature of the incidents or refer the incidents to relevant regulatory
authorities. The Group engaged investors and stakeholders
periodically by publishing quarterly financial and business updates,
organising visits to its factories and arranging focus group
meetings with institutional investors and stock commentators.
The Group also publish announcements in relation to its major
development in accordance with the seven “Principles of
Responsible Ownership” published by the Securities and Futures
Commission (“SFC”).

Community investment
Community service

Management of the Group actively participates in the public
positions in community service. The chairman of the Group has
been elected as a representative of the Hangzhou City Xiaoshan
District People’s Congress of the PRC since December 2016. The
chief executive officer of the Group has been elected as a member
of the Hangzhou City Xiaoshan District Committee of the Chinese
People’s Political Consultative Conference since December 2016.

B7.
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The Group is keen on contributing to the society. During the Period
Under Review, the Group donated approximately RMB1,060,500
to surrounding communities and social organisations.

Community care

In 2018, the Group was once again listed as one of the “Top
Ten Enterprises ( +38 > % ) ” and won the honorary title of
“Advanced Taxpaying Enterprise (4% %¢ 7t # 1> % ) " released by
the government of Jingjiang Street of Hangzhou.

In 2018, Yongsheng Dyeing was rated as “Excellent Enterprise
(8 2) " of Hangzhou Airport Economic Zone in 2018.
“Excellent enterprise” refers to an enterprise with an annual sales
value (operating income) of RMB100 million or more and paying
a treasury tax of RMB10 million or more in 2018, an enterprise
with a tax of RMB400,000 or more per mu, an enterprise with the
founder or one of the founders meeting or better than the “5213”
talent (project) (‘6213" A7 (1 B ) ) certification standards of the
District, and other enterprises that have significantly promoted
or influenced the airport transformation and upgrading, airport
industry agglomeration and digital economy development.

Apart from paying high attention to corporate developments, the
Group also cares about the development of the communities
where its factories and offices locate. The Group has not only
provided financial support to those who are in need in the
surrounding communities, but also organised community events
and encouraged its staff to participate.
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Yongsheng Advanced Materials organized its
employees to participate in blood donation
activity
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The Group was listed as one of
the “Top Ten Enterprises” and won
the honorary title of “Advanced
Enterprise” of Hangzhou Taxpaying Enterprise” released by
Airport Economic Zone the government of Jingjiang Street
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Independent Auditor’s Report

e

LERVE R S (S

Ernst & Young ZXKEBETEIS R Tel E3E: +852 2846 9888
EY 22/F, CITIC Tower BRPIRANEEINR Fax f§E: +852 2868 4432
Eﬂ‘ 1 Tim Mei Avenue RiERE221E ey.com
Central, Hong Kong
To the shareholders of BOKBRFMBERDTRR

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

OPINION

We have audited the consolidated financial statements of Yongsheng
Advanced Materials Company Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 104 to 222 which comprise
the consolidated statement of financial position as at 31 December 2018,
and the consolidated statement of profit or loss and other comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2018, and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance
with International Financial Reporting Standards (“IFRSs”) issued by
the International Accounting Standards Board (“IASB”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

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

Key audit matter

RRELEE

FAREREE

MAREZSAERBRMANFERHE  BAHEH
MBEBRRNELRREENFTH - RFFHEER
MEZEBAHYBREARHAERBERE B
Mre8zSEREHEFNER -RAY TLE
—FHEEEZT RO EENHAEALSE R -

BRPMEBITARSE (KA EFRE HYBHREXER
FENEE]| —HANET BREEZEEEN
BE-Eit ZRMNEZERRHTREL A HMBR
REAHBARNFGEMERNERF - BZEF (B
RIBATEAEMNERF)NERBRMBLBEN A 6
MHEBROBEZERIBHER -

How our audit addressed the key audit matter

EERFNAEEREERER

Provision for impairment of trade receivables

B 5 YRR E R

As at 31 December 2018, the Group had trade receivables of
RMB19,685,000 before provision for impairment of RMB1,171,000. As
the fiber industry continued to be impacted by certain macroeconomic
challenges, the Group experienced uncertainty over the collectability of trade
receivables.

RZB-NF+ZA=+—H ' EBXENRBEEEARE1,171,000
TLRIEE 5 E W8 A AR %19,685,0007T BT REEZ TS T
LEGEREmYE BEEYRKDESEKFE@E T REEMN-

The Group uses a provision matrix to calculate expected credit loss (“ECL”)
for trade receivables. The provision rates are based on days past due for
grouping of various customer segments that have similar loss patterns.
The impact of economic factors, both current and future, is considered in
assessing the likelihood of recovery from customers. We focused on this
area because of the significant judgement required and the materiality of the
amounts involved.
AEEEREEREIGHEESREFIBEZRBEEBE ([HHEEES
Bl - BEEDERABEUBEREXNZ AT 5 AR 88 H B &
BEE MR E P IR A AR - TE B E B RARRLEER RN
B-HMERZEE REARELERAB RS R EEEK-
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We evaluated the design and implementation
of management’s controls over assessment of
recoverability of trade receivables. We sent trade
receivable confirmations and checked bank receipts
for the payments received subsequent to year
end, on a sample basis. We also assessed the
assumptions used to determine the ECL of trade
receivables by checking the ageing of receivables
and historical payment patterns as well as evaluating
the impact of macroeconomic factors that
management considered affecting the ability of the
customers to settle the receivables by checking the
correlation between such macroeconomic factors
and the historical observed default rates.
BAARHHE IR EHE 5 M WA P] @ Y1 5Tk EY
EH MR R RATT  RPI R EE SR
WA R E MAZ R 45 B 2 U e FR a0 iR
THERB - RN EETE S RYGIATESE
EEEMANKRER AERERERFIENRER
MBEEFEXAR BB ZEBERRINE
WERERN FTEERERATERTFPEEE
WHRIERE W BB BE RN E -



Key audit matter
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How our audit addressed the key audit matter

EERTFNANEEREERER

Provision for impairment of trade receivables (Continued)

B BN ERERE (&)

The related disclosures of accounting judgements and estimates and
impairment of trade receivables are set out in notes 3 and 17 to the
consolidated financial statements.
BARAE RAFTARE 5 RIKE
3K 17 -

KIRRE < R R B HN & 6t I 15 3R P

Inventory provision assessment

FEBEETE

As at 31 December 2018, the Group recorded inventories of
RMB85,205,000 which were material to the Group. Management judgement
is required in assessing if the carrying value is higher than the net realisable
value (“NRV”) of the inventories on hand at the year end, especially of those
slow-moving inventories which may become obsolete.
RZBE-NF+ZA=+—H  EBEEEEEFEARS52050007T "

# EEEMEEBERN-EFGEFRABTEFENRAERT SR AIE
BRE(UERFE]) LERURESERNFHFER TEEM

IR I

Significant judgements are also required in determining the write-down
of inventories to NRV which involves management’s expectations of the
forecast inventory sales and usage and the estimated selling price of
inventory based on the current market condition and the historical experience
of selling products of a similar nature.
BEEFEHMRE A SR FERITAELERAL P RERER A
AImARHERUTEERNBTRAREFEZIHERARERASIELTE
ARFERFEEER-

The related disclosures of accounting judgements and estimates and the
balances of inventories are set out in notes 3 and 16 to the consolidated
financial statements.

SR HIET REFTAREE LS
16 °

i AR BEE R BN & Gt R ISR M T3 &

We attended inventory counts at all locations with
significant inventory balances, and performed
testing on the samples of inventories to assess their
cost and net realisable values.
BMEFEBEERGFEARO B AR R - I
B B A HETT ORI B A AT A E A A % AT B3R %
e

We obtained an understanding of the Group’s
inventory provision policy and checked the
calculation of the inventory provision based on
the Group’s policy. We evaluated management’s
assumptions used to calculate the provision by
checking the ageing of inventories, subsequent
sales and usage of inventories on a sampling
basis. We assessed the reasonableness of the
Group’s inventory provision policy by checking the
subsequent realization rate of different ageing of
inventories.

BMTHR EXEFEREIREEE E5E
WRERERFEREGENFTE -BMEAMES N
ERFENERR FEHENEEERERER
AEEREEARNGEREBENRR -BHMEE TR
RiRHIFEMNHRBEX  E EREFEEEG
BERH BRI
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Independent Auditor’s Report
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee in
discharging their responsibilities for overseeing the Group’s financial
reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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

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

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

Independent Auditor’s Report
B % S6M RS
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (CONTINUED)

B BN B B A S OF I IS R A AR
B (&)

. Evaluate the appropriateness of accounting policies used and the . M EEFMASHBERERE URESH
reasonableness of accounting estimates and related disclosures EHM S HMENEBAEEESEE-

made by the directors.

. Conclude on the appropriateness of the directors’ use of the going . @4 % EEHANBELEAEBNEERESR
concern basis of accounting and, based on the audit evidence CWRBEERMNEZEE BEETE
obtained, whether a material uncertainty exists related to events ff ﬁ EEFECENENBREARBMNE

HEBEREERTHARE - B RMIEER
RBERTHBRR RAFRZEREEMRE

or conditions that may cast significant doubt on the Group’s ability
to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s PRBTESUHVBMEANNEREE R EE
report to the related disclosures in the consolidated financial R RBEEABEIR A BRERIEEREE
statements or, if such disclosures are inadequate, to modify our M EREEREEZYAMR S A Hﬂ Ffr -3
ﬁE’]%%%ﬁ AT RIREBHSHE R EE
EETHABRERLENE

opinion. Our conclusions are based on the audit evidence obtained
up to the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the . FHEA B RRAOERES®R EENAR
BREBEEEN UREHTBHREREE QT
MR BR K F AR 5 R HIH o

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

. Obtain sufficient appropriate audit evidence regarding the financial . ?dﬁ EEBANSERAEBRTHNYEERE
BRNDESNEZREE UnAHTBHREE
2%5% CKRMEARRSE EEMHT BS

information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We

are responsible for the direction, supervision and performance of
the group audit. We remain solely responsible for our audit opinion.

102 Yongsheng Advanced Materials Company Limited Annual Report 2018

BHEZ T RMARRMANEZE R AE
2REME-



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

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Lawrence K. W. Lau.

Ernst & Young

Certified Public Accountants
Hong Kong

26 March 2019

Independent Auditor’s Report
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
SHeskHbZHUIXAE

Year ended 31 December 2018 HE -Z—N\FE+-A=+—HIEFE

2018 2017
—E-N\F —E—+F
Notes RMB’000 RMB’000
ih=s AR¥T T ARMEF T
REVENUE W =5 5 680,180 647,811
Cost of sales SHE K AR (523,403) (467,652)
Gross profit EF 156,777 180,159
Other income and gains, net E U A Rl a5 R 5 25,089 15,523
Selling and distribution expenses HERDHRAX (10,760) (7,857)
Administrative expenses THRAE (64,119) (66,262)
Finance costs BE A AR 7 (1,537) (766)
PROFIT BEFORE TAX BR B AR R 6 105,450 120,797
Income tax expense FriS % 2 10 (18,771) (22,347)
PROFIT FOR THE YEAR FRER 86,679 98,450
OTHER COMPREHENSIVE Hit2EWBA (E8)
INCOME/(LOSS)
Other comprehensive income/(loss) that MR REESEEEMN
may be reclassified to profit or loss Hibh2EKA () :
in subsequent periods:
Exchange differences on translation of REGINETFOE N Z5
foreign operations 608 (1,876)
OTHER COMPREHENSIVE FREMEEBA (EE)
INCOME/(LOSS) FOR THE YEAR, (ERBIE)
NET OF TAX 608 (1,876)
TOTAL COMPREHENSIVE INCOME FRAZEBALTE
FOR THE YEAR 87,287 96,574

104 Yongsheng Advanced Materials Company Limited Annual Report 2018



Consolidated Statement of Profit or Loss and Other Comprehensive Income
SHEERHEMZBWAZE
Year ended 31 December 2018 HE=-ZT—N\F+-_A=+—HILFE

2018 2017
—E-N\F —T—+tF
Note RMB’000 RMB’000
(=2 ARMT T ARBTT
Profit attributable to: LA FE(R R A
Shareholders of the Company 7NN 32 80,751 92,144
Non-controlling interests FEfE IR T 5,928 6,306
86,679 98,450
Total comprehensive income attributable to: LA T 5 2 T IR A 4258 ¢
Shareholders of the Company VNN 3o 81,359 90,268
Non-controlling interests FEfE R T 5,928 6,306
87,287 96,574
EARNINGS PER SHARE ATTRIBUTABLE A2 RRERELERER
TO THE SHAREHOLDERS OF
THE COMPANY 12
Basic HA AR%RMB20.4 cents?  ARM%RMB23.0 cents?
Diluted BE AR®RMB199 cents®  ARMRMB22.7 cents?
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Consolidated Statement of Financial Position
Sl EIRRE

Year ended 31 December 2018 HE -Z—N\FE+-A=+—HIEFE

2018 2017
—ZE-N\F —E—+F
Notes RMB’000 RMB’000
ih=s AR¥T T ARMEF T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Y2 B R 13 234,055 205,339
Prepayments for property, Y - B KRR ER
plant and equipment RIE 3,405 26,777
Prepaid land lease payments TEfT T E IR 14 27,121 28,522
Other intangible assets HEmEEEE 15 4,372 5,507
Deferred tax assets BT IR EE 25 - 369
Total non-current assets EMENEERRE 268,953 266,514
CURRENT ASSETS REEE
Inventories FE 16 85,205 93,175
Trade and bills receivables B 5 EWFIE R EREE 17 137,277 149,986
Prepayments, deposits and AR FIE - T e REMER
other receivables A 18 41,051 14,888
Trust loan receivable JEWEFEE R 18 50,000 50,000
Financial assets designated as at EEREATE ABED
fair value through profit or loss EREE 19 68,134 60,600
Amounts due from related parties JFE Y & 75 BUIR 32 3,190 2,800
Pledged deposits EEAEFER 20 2,743 10,150
Cash and cash equivalents BehReEEYD 20 144,573 152,837
Total current assets MENVEEMTE 532,173 534,436
CURRENT LIABILITIES REBAE
Trade and bills payables B RN ERENRE 21 78,556 140,404
Amounts due to a related party FE 1 B8 5 3R 32 38 5
Other payables and accruals H b e R E N FEET 58 22 49,991 48,775
Interest-bearing bank and FTRRITREMERK
other borrowings 23 37,700 15,000
Government grants BN & B 24 1,225 1,225
Income tax payable FERFTSH 12,206 11,734
Total current liabilities mEN B EETE 179,716 217,143
NET CURRENT ASSETS BB EFE 352,457 317,293
TOTAL ASSETS LESS CURRENT BEERTRBHEE
LIABILITIES 621,410 583,807
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Consolidated Statement of Financial Position
SHuEIRRE
Year ended 31 December 2018 HE—ZE—N\E+_-_A=+—HILFEE

2018 2017
—E-N\F —E—+tF
Notes RMB’000 RMB’000
ihg=a AR¥ET R AREFIT
NON-CURRENT LIABILITIES kRBERE
Government grants BT & B 24 11,285 12,510
Deferred tax liabilities RERIBEEE 25 10,211 6,440
Total non-current liabilities EME B ERTE 21,496 18,950
Net assets FEE 599,914 564,857
EQUITY s
Equity attributable to shareholders of the NN EIAR R PE AL e
Company
Share capital [N 26 3,121 3,173
Share premium %15 8 26 130,657 173,359
Other reserves H At & 28 422,420 342,274
556,198 518,806
Non-controlling interests FEIE AR R 43,716 46,051
Total equity 1B 599,914 564,857
Li Cheng Zhao Jidong
=W AR
Director Director
EE E5FE
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Consolidated Statement of Changes In Equity

SHERZEaE

Year ended 31 December 2018 HE-—T—N\F+_A=1+—HIFE

Attributable to shareholders of the Company

RAARFER
Foreign Equity-
currency  Statutory settled Non-
Share Share  Retained translation surplus arrangement Other controlling Total
capital  premium earnings* reserve* reserve* reserve*  reserves* Total interests equity
MERE  ARBR  BRLE
RE  ROEE RERW e B RERH  HEEE B FERES BR4E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARMTR ARMTR ARMTR ARETR ARETR ARETn ARETn ARETn ARET:
(note 26)  (note 26) (note28)  (note28)  (note 27)
(Kie)  (Mfitoe) (Wis)  (Wis) (M)
At 1 January 2018 W-B-N\E-A-8 373 173380 324130 (785 52084 14976 (46130) 518806 46051 564857
Profit for the year FREF - - 80,751 - - - - 80,751 5928 86,679
Other comprehensive income for the year: EREMEEMA:
Exchange differences on translation of foreign A E3RINERMEL 25
operations - - - 608 - - - 608 - 608
Total comprehensive income ER2ARALE
for the year - - 80,751 608 - - - 81,359 5,928 87,287
Dividends paid to shareholders AARAREZ MRS
of the Company - (26,285) - - - - - (26,285) - (26,285)
Dividends paid to non-controling interests AFEERERTARE - - - - - - - - 1315  (21,315)
Appropriation to statutory reserves PREEERE - - (16,087) - 16,087 - - - - -
Disposal of partialinterests in a subsiclary without £ & IR ATIR T HHE
losing control (note 29) —HNBAR D ER
(FizE29) - - - - - - 105 105 17,556 17,661
Acquisition of adftional interests EER-HRBAR R
in a subsidiary - - - - - - 267 267 (4,504) (4,237)
Shares repurchased and cancelled (note 26) BRI E R (Hi6) 82 (22,299) - - - - - (22,381) - (22,381)
Exercise of share options iEERE 30 5,882 = = - 2,110) - 3,802 - 3,802
Equity-ettled share option arrangements REEERRERH - - - - - 525 - 525 - 5%
At31 December 2018 W-B-N\%F+-A=t+-8 3121 130657 388794 @178 68171 13391  (4575) 556198 43716 599914
At 1 January 2017 RZE—t5-A-A 3,165 195,859 245,370 (910) 38,700 12,014 (46,130) 448,068 49,145 497,213
Proftfor the year FREH = - R - - - - R 6306 98450
Other comprehensive income for the year: EREMEEMA:
Exchange differences on translation BEFNFRNELZR
of foreign operations - - - (1,876) - - - (1,876) - (1,876)
Total comprehensive income for the year FRRANALE = = 9,144 (1876) = = = 90,268 6,306 96,574
Divicends paid to shareholders AARAREZFRE
ofthe Company S el . . . . S pad )
Dividends paid to non-controling interests AIEERER T ARE - - - - - - - - (11,000) (11,000)
Appropriation to statutory reserves PRELERE - - (13,384) - 13384 = = = = =
Capital injection by non-controling interests FERERTE - - - - - - - - 1,600 1,600
Exercise of share options IR E 8 1546 = = = (541) = 1013 = 1013
Equity-settled share option arrangements REEEERERH - - - - - 3503 - 3503 = 3,503
At 31 December 2017 RZ2—+E+=A=1-H 3173 173,359 324,130 (2,786) 52,084 14,976 (46,130) 518,806 46,051 564,857

*

These reserve accounts comprise the consolidated other reserves

of RMB422,420,000 (2017: RMB342,274,000) in the consolidated

statement of financial position.
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Consolidated Statement of Cash Flows
SHAEREE

Year ended 31 December 2018 BE-—T—N\FE+-A=+—HILFE

2018 2017
—E-N\E —ET—+tF
Notes RMB’000 RMB’000
h=s AR¥T T ARBEF T
CASH FLOWS FROM KETHHEESRE
OPERATING ACTIVITIES
Profit before tax: W 5t B A - 105,450 120,797
Adjustments for: FATIEEB EH M AR :
Finance costs b & B AR 7 1,537 766
Interest income F B A 5 (4,942) (5,635)
Loss on disposal of property, HEYE  WEMKEREEBE
plant and equipment 6 48 264
Gain on disposal of prepaid land HEEMLEEREY
lease payments Wz 5 (6,720) =
Fair value gains, net: N EWRFEE:
Financial assets designated as at BEER AT ER ABES
fair value through profit or loss TREE 5 (7,266) 7,111)
Depreciation e 13 20,241 15,686
Amortisation of prepaid land FEAT b FE & RIS
lease payments 14 814 814
Amortisation of other intangible assets H b L s 15 1,170 1,230
Impairment of trade receivables and B S REWEIER
other receivables A FE W SR IE R B 17818 34 288
Equity-settled share option expense RS E BARER 27 525 3,503
110,891 130,602
Decrease/(increase) in inventories BFERLD, () 7,970 (45,582)
(Increase)/decrease in due from related parties & 4 #8938 75 7038 (#&40)
R (390) 202
Decrease/(increase) in trade and B 5 FEUGEIA & E N E R
bills receivables A, (K ) 12,675 (19,937)
Increase in prepayments, deposits and AR RIE RS R EALELR
other receivables FRIEIE N (3,912) (4,206)
(Decrease)/increase in trade and bills payables & 5 & < 718 K fE 1+ 245
CRA) /1 (61,815) 45,267
Increase/(decrease) in government grants ARS8 B B DA e EL At R A~ 3R IR
and other payables and accruals RETEREM Chd) 4,428 (8,748)
Cash generated from operations KEFFIRE 69,847 97,598
Interest received 2B 1,674 1,448
Income tax paid ERATEH (14,158) (18,673)
Net cash flows from operating activities KERBFREHREEMNEFHE 57,363 80,373

xEEeaRAT 20185% 109



Consolidated Statement of Cash Flows

SHRENER
Year ended 31 December 2018 & ZE —F

—NF+-A=+—BLLFE

2018 2017
—E-N\FE —tF
Notes RMB’000 RMB’000
ih=s AR¥T T ARMEF T
CASH FLOWS FROM INVESTING BRETHFEBEERE
ACTIVITIES
Interest received B U F & 9,151 4,187
Purchases of items of property, BEYE WEREEEE
plant and equipment (31,520) (91,985)
Proceeds from disposal of items of property, HEWHE  MELZEERR
plant and equipment FriS 508 1,398 1,833
Proceeds from disposal of prepaid land HEFEM LA EKIBH
lease payments Fri8 A 5,055 -
Additions to other intangible assets RNEEMEREE 15 (35) (775)
Proceeds from settlement of financial ERETEATEABED
assets designated as at fair value EREERNMEIIA
through profit or loss 180,000 345,362
Increase in trust loan receivable R E ST E FIE N 18 (50,000) (50,000)
Withdrawal of trust loan receivable [l FE N R FEE R 50,000 50,000
Deposit paid for potential acquisitions mEBEREMI N 2ES 18 (20,000) =
Purchases of financial assets designated BEIEERATAER ABE
as at fair value through profit or loss SREE (186,150) (225,000)
Release of pledged deposits R EERTFR 26,712 7,575
Additions to pledged deposits g2 EEER (19,305) (16,020)
Net cash flows (used in)/from wEEE (FTA),/
investing activities FIBREREFE (34,694) 25,177
CASH FLOWS FROM FINANCING METEBHFEEERE
ACTIVITIES
Proceeds from issue of shares BITRRD BT B 5R08 3,802 1,013
New bank loans FERITE R 61,100 20,000
Capital injection from non-controlling interests  FE#5° A% # %5 #9)% & - 1,600
Repayment of bank loans EERITER (38,400) (5,000)
Proceeds from disposal of partial interests BRI R AE NHE
in a subsidiary without losing control —EWB AR DR
FIECE S 17,661 =
Acquisition of interests in a subsidiary () SRR AR A s L Y — T BT /B
from the non-controlling interests RNAElZ @ 29 (4,237) =
Shares repurchased =Rl ) (22,381)
Dividend paid B E (26,285) (24,046)
Dividend paid to non-controlling interests MFEE IR X AR B (21,315) (11,000)
Interest paid BEAF B (1,486) (766)
Net cash flows used in financing activities MEEEFARESREFEE (31,541) (18,199)
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Year ended 31 December 2018 #HZE —=

Consolidated Statement of Cash Flows

BHAEREXR

—NFE+ZA=+—RBLFE

2018 2017
—EB-N\F —iE
Notes RMB’000 RMB’000
h=s AR®T R ARBEF T
NET (DECREASE)/INCREASE IN CASH iﬁ.ﬁ&ﬁﬁ%ﬁ%
AND CASH EQUIVALENTS W), R (8,872) 87,351
Cash and cash equivalents & ’F)] RERBFCEBY
at beginning of year 152,837 67,362
Effect of foreign exchange rate changes, net /N [ 5 4 ) 1) 72 2 F 58 608 (1,876)
CASH AND CASH EQUIVALENTS FRESRASEEY
AT END OF YEAR 20 144,573 152,837
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Notes to the Consolidated Financial Statements
S 1 8 3% ¥R Z2 Bfil 5

31 December 2018

1.

—F-N\FTZA=1—H

CORPORATE AND GROUP INFORMATION 1. AAIREEEHR
Yongsheng Advanced Materials Company Limited (the KBFMBAERAR ([AAR])R=ZZE—=
“Company”) was incorporated in the Cayman Islands on 19 April FMATNLBEREBERHEHERRIE(ZE—
2012 as an exempted company with limited liability under the ZEEIRN) ERERETMAIREREE
Companies Law (2010 Revision) of the Cayman Islands. The PR R e ANA ARy sl i B R b ik AP.O. Box
address of the Company’s registered office is P.O. Box 1008, 1008, Willow House, Cricket Square Grand
Willow House, Cricket Square Grand Cayman KY1-1101, Cayman Cayman KY1-1101, Cayman Islands °
Islands.
The Company and its subsidiaries (collectively, the “Group”) ARG RENBAR (SB[ AEE])EER
are principally engaged in the development and manufacture I ARFEME ([FE]) RS RBER
of polyester filament yarns, the provision of dyeing services of W4 REE M RE L RS & ks
differentiated polyester filament fabric and the trading of polyester RHBEHER-
filament yarns in the People’s Republic of China (the “PRC”).
In the opinion of directors, the holding company and the ultimate EERE ARAIMERA G RREERA A
holding company of the Company is Ever Thrive Global Limited RERIRIRBERAR ([HEE]) (—HEERB
(“Ever Thrive”), a company incorporated in the British Virgin BEXHE((RBEXESE)IMALILHAZT
Islands (the “BVI”) and controlled by Mr. Li Cheng (the “Controlling MAEE ([ERRE]D EGBHAAE) -
Shareholder”).
Information about subsidiaries ing= NGl k= o
Particulars of the Company’s subsidiaries are as follows: ARARIMBRARIFBEROT
Particulars of
issued and
Place of incorporation/ fully paid Percentage of equity
Name registration and business share capital attributable to the Company Principal activities
EETRAR
&% BMAYL/ EMEEE Y RAEFE AAREEESEE L TEER
Direct Indirect
B G
Yongsheng Advanced Materials (BVI)  Limited liability company incorporated US$1 100 - Investment holding company in
Limited (“Yongsheng BVI") in the BVI Hong Kong
KEEFTHA (BV) BR AT REBRLZHSHMALHNBRA A (I REBRERERR
([kaEBvI])
Yongsheng Advanced Materials (HK)  Limited liability company incorporated US$1 - 100 Investment holding company in
Limited (“Yongsheng HK’) in Hong Kong Hong Kong
KEFHH (BE)BRAR REBAMKLHBRAR E REBRERERK

([x&EE%])
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31 December 2018

Sl IR &M

—T-NF+=A=+—H

CORPORATE AND GROUP INFORMATION 1. ARIREEEHR (&)

(CONTINUED)

Information about subsidiaries (Continued) MEBARIMNER (&)

Particulars of
issued and
Place of incorporation/ fully paid Percentage of equity
Name registration and business share capital attributable to the Company Principal activities
BRITRER
g EMAYL/ ERREE S RAFHE FAREEESEAD L TEEH
Direct Indirect
B B

Hangzhou Huvis Yongsheng Dyeing  Limited liability company incorporated RMB200,000,000 - 100 Provision of dyeing services in
and Finishing Company Limited in the PRC the PRC
(“Yongsheng Dyeing")

MBS KELEBRAR RAREFR L ERA A AR #200,000,0007C R ERERE RS
([KAEFE])

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

MMERKBRBBRAR RREZMKLOERAR AR %58,000,0007C R ERE R EE ke R4
(M)

Nantong Yongsheng Huvis Fiber Limited liability company incorporated RMB50,000,000 - 67  Development and manufacture
Advanced Materials Company in the PRC of polyester filament yarns in
Limited (“Nantong Fiber") the PRC

AEKEREELHETIH RAREER L ERA A AR#50,000,0007 R ERERERARE
BRAR ([rEEE])

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

IEKRZRTORMHERAE RPBFRRINERAA AR %10,000,0007C RS RS =4
([KEE=447EN]) TEME R

Jiangsu Yongsheng High Polymer Limited liability company incorporated RMB10,000,000 - 90.1  Research and development
Advanced Materials Research in the PRC of high polymer advanced
Institute Company Limited materials in the PRC
(“Yongsheng High Polymer”)

TE KRGS MR WA LN ERA A AR#10,000,0007 RABERERRERHF

BRAR ([XESHF])
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2.1 BASIS OF PREPARATION 21 RRE%E

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

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December 2018.
A subsidiary is an entity (including a structured entity), directly or
indirectly, controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns from its
involvement with the investee and has the ability to affect those
returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of
the investee).

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

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

(b)  rights arising from other contractual arrangements; and

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

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

2.1 BASIS OF PREPARATION (CONTINUED)

Basis of consolidation (Continued)

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

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

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

S 1t il 35 ¥R 2R Bl 5
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Notes to the Consolidated Financial Statements
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31 December 2018 —ZE— \F+-H=+—H

2.2 CHANGES IN ACCOUNTING POLICIES 2.2
AND DISCLOSURES (CONTINUED)

The Group has adopted the following new and revised IFRSs for
the first time for the current year’s financial statements.

Amendments to IFRS 2 Classification and Measurement
of Share-based Payment

Transactions

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with
Customers

Amendments to IFRS 15 Clarifications to IFRS 15 Revenue
from Contracts with Customers

IFRIC-Int 22 Foreign Currency Transactions and
Advance Consideration
Annual Improvements Amendments to IFRS 1 and IAS 28
2014-2016 Cycle

Other than as explained below regarding the impact of IFRS 9 and
IFRS 15, the adoption of the above new and revised standards has
had no significant financial effect on these financial statements.

(@  IFRS 9 Financial Instruments replaces IAS 39 Financial
Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial
instruments: classification and measurement; impairment;
and hedge accounting.

There are no significant impacts of adopting IFRS 9 on
the effect of initial application including replacing IAS 39’s
incurred credit loss calculation with IFRS 9’s expected credit
losses (“ECLs”).
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Notes to the Consolidated Financial Statements
B it il FREREMEE

31 December 2018 —Z— N\FE+_-A=+—H

2.2 CHANGES IN ACCOUNTING POLICIES 22 BESHHERRIEE (&)

AND DISCLOSURES (CONTINUED)

(@  (Continued) @ (&)
Carrying Carrying
amount at amount at
Original New 31 December 1 January
category category 2017 2018
Financial assets under IAS 39 Under IFRS 9 under IFRS 9 under IFRS 9
REARHE  REEABRHRK
BEEAEN  HEERESR
REERET RERREE H-EB-tF RIZ-N\F
ZRIE39% WEEAESE +=-A=+-H —A—H
EREE ZEDE ZHoR ZIRE{E ZEREE
RMB’000 RMB’000
ARBTTT ARBTT
Trade and bills receivables & 5 i Uz 08 I
(LS L&R' AC? 149,986 149,986
Trust loan receivable ERETER L&R AC 50,000 50,000
Financial assets designated &7 A& A FEFA
as at fair value through BameEE
profit or loss FVPL® FVPL 60,600 60,600
Financial assets included in - 5 ATBT B & &
prepayments, deposits e
and other receivables CREE L&R AC 1,157 1,157
Amounts due from JEN B 5 FUR
related parties L&R AC 2,800 2,800
Pledged deposits [REERGEEEA L&R AC 10,150 10,150
Cash and cash equivalents H& &I EHEY L&R AC 152,837 152,837
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2.2 CHANGES IN ACCOUNTING POLICIES

AND DISCLOSURES (CONTINUED)

22 BEETHEREEE (F)

(@  (Continued) @ (&)
Carrying Carrying
amount at amount at
Original New 31 December 1 January
category category 2017 2018
Financial liabilities under IAS 39 Under IFRS 9 under IFRS 9 under IFRS 9
REERTE REABRHE
BEERENE REERFS
REARE REERTE H-Z—+tF R-ZE-N\F
ERE39 MEERFEE +=-A=t+-—H —A—H
cRMAas RS 8 ZHOE ZEREE ZIEEE
RMB’000 RMB’000
ARETT ARETT
Trade and bills payables B 5 ENFIER
e R IR AC AC 140,404 140,404
Amounts due to arelated [ (S BiiE 75 508
party AC AC 5 5)
Financial liabilities included &1 A £t JE A5 508 K
in other payables and Bt EZ eBAE
accruals AC AC 15,026 15,026
Interest-bearing bank and ~ &HERT R EAL K
other borrowings AC AC 15,000 15,000
L L&R: Loans and receivables i L&R B K B 8
2 AC: Financial assets or financial liabilities at amortised 2 AC IR KA ENEREES S
cost RNy
8 FVPL: Financial assets at fair value through profit or loss 8 FVPL : i R EEFFABRNERMEE
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Notes to the Consolidated Financial Statements

2.2 CHANGES IN ACCOUNTING POLICIES
AND DISCLOSURES (CONTINUED)

Impairment

The adoption of IFRS 9 has fundamentally changed the Group’s
accounting for impairment losses for financial assets by replacing
IAS 39’s incurred loss approach with a forward-looking expected
credit loss (ECL) approach.

Further details on the Group’s accounting policy for accounting for
impairment of financial instruments are set out on note 2.4.

(b) IFRS 15 Revenue from contracts with customers
supersedes IAS 11 Construction Contracts, IAS 18
Revenue and related Interpretations and it applies to all
revenue arising from contracts with customers, unless
those contracts are in the scope of other standards. The
new standard establishes a five-step model to account for
revenue arising from contracts with customers. Under IFRS
15, revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

The Group’s contract from customers for the sale of filament
yarns goods and dyeing and processing services include
only one single performance obligation. The Group has
concluded that revenue from sale should be recognised
at the point of time when a customer obtains the control
of the underly goods or service is transferred. The Group
concluded that the initial application of IFRS 15 does
not have a significant impact on the Group’s revenue
recognition.

The Group receives short-term advances from its
customers, under the adoption of IFRS 15, for short-term
advances, the Group used the practical expedient. As
such, the Group will not adjust the promised amount of
the consideration for the effects of a financing component
in contracts. Prior to the adoption of IFRS 15, the Group
represented these advances in “advances from customers”,
upon the adoption of IFRS 15, the Group reclassified these
advances to “contract liabilities” included in the other
payables and accruals in the consolidated statement of
financial position.

S 1t il 35 ¥R 2R Bl 5
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2.3 ISSUED BUT NOT YET EFFECTIVE
INTERNATIONAL FINANCIAL REPORTING

STANDARDS

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

Amendments to IFRS 3
Amendments to IFRS 9

Amendments to IFRS 10
and IAS 28 (2011)

IFRS 16

IFRS 17

Amendments to IAS 1
and IAS 8

Amendments to IAS 19

Amendments to IAS 28

IFRIC-Int 23

Annual Improvements
2015-2017 Cycle

Definition of a Business?

Prepayment Features with
Negative Compensation’

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

Leases’

Insurance Contracts®

Definition of Material

Plan Amendment, Curtailment or
Settlernent’

Long-term Interests in Associates and
Joint Ventures’

Uncertainty over Income Tax
Treatments’

Amendments to IFRS 3, IFRS 11,
IAS 12 and IAS 23'

! Effective for annual periods beginning on or after 1 January

2019

2 Effective for annual periods beginning on or after 1 January

2020

g Effective for annual periods beginning on or after 1 January

2021

. No mandatory effective date yet determined but available for

adoption
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Notes to the Consolidated Financial Statements

2.3 ISSUED BUT NOT YET EFFECTIVE

INTERNATIONAL FINANCIAL REPORTING
STANDARDS (CONTINUED)

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

IFRS 16 replaces IAS 17 Leases, IFRIC-Int 4 Determining
whether an Arrangement contains a Lease, SIC-Int 15 Operating
Leases — Incentives and SIC-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The standard
sets out the principles for the recognition, measurement,
presentation and disclosure of leases and requires lessees to
recognize assets and liabilities for most leases. The standard
includes two elective recognition exemptions for lessees — leases
of low-value assets and short-term leases. At the commencement
date of a lease, a lessee will recognise a liability to make lease
payments (i.e., the lease liability) and an asset representing the right
to use the underlying asset during the lease term (i.e., the right-
of-use asset). The right-of-use asset is subsequently measured
at cost less accumulated depreciation and any impairment losses
unless the right-of-use asset meets the definition of investment
property in IAS 40, or relates to a class of property, plant and
equipment to which the revaluation model is applied. The lease
liability is subsequently increased to reflect the interest on the
lease liability and reduced for the lease payments. Lessees will be
required to separately recognise the interest expense on the lease
liability and the depreciation expense on the right-of-use asset.
Lessees will also be required to remeasure the lease liability upon
the occurrence of certain events, such as change in the lease
term and change in future lease payments resulting from a change
in an index or rate used to determine those payments. Lessees
will generally recognise the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset. Lessor
accounting under IFRS 16 is substantially unchanged from the
accounting under IAS 17. Lessors will continue to classify all leases
using the same classification principle as in IAS 17 and distinguish
between operating leases and finance leases. IFRS 16 requires
lessees and lessors to make more extensive disclosures than
under IAS 17. Lessees can choose to apply the standard using
either a full retrospective or a modified retrospective approach. The
Group will adopt IFRS 16 from 1 January 2019. The Group plans
to adopt the transitional provisions in IFRS 16 to recognise the
cumulative effect of initial adoption as an adjustment to the opening
balance of retained earnings at 1 January 2019 and will not restate
the comparatives. In addition, the Group plans to apply the new
requirements to contracts that were previously identified as leases
applying IAS 17 and measure the lease liability at the present value
of the remaining lease payments, discounted using the Group’s
incremental borrowing rate at the date of initial application. The
right-of-use asset will be measured at the amount of the lease
liability, adjusted by the amount of any prepaid or accrued lease
payments relating to the lease recognised in the statement of
financial position immediately before the date of initial application.
The Group plans to use the exemptions allowed by the standard on
lease contracts whose lease terms end within 12 months as of the
date of initial application. During 2018, the Group has performed
a detailed assessment on the impact of adoption of IFRS 16
and expected that the transitional adjustment to be made on 1
January 2019 upon initial adoption of IFRS 16 will not be material.
Moreover, the expected changes in accounting policies will not
have a material impact on the Group’s financial statements from

2019.
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31 December 2018

2.3

24

—ET-NF+=ZA=+—H

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

IFRIC-Int 23 addresses the accounting for income taxes (current
and deferred) when tax treatments involve uncertainty that affects
the application of IAS 12 (often referred to as “uncertain tax
positions”). The interpretation does not apply to taxes or levies
outside the scope of IAS 12, nor does it specifically include
requirements relating to interest and penalties associated with
uncertain tax treatments. The interpretation specifically addresses
(i) whether an entity considers uncertain tax treatments separately;
(i) the assumptions an entity makes about the examination of tax
treatments by taxation authorities; (i) how an entity determines
taxable profits or tax losses, tax bases, unused tax losses, unused
tax credits and tax rates; and (iv) how an entity considers changes
in facts and circumstances. The interpretation is to be applied
retrospectively, either fully retrospectively without the use of
hindsight or retrospectively with the cumulative effect of application
as an adjustment to the opening equity at the date of initial
application, without the restatement of comparative information.
The Group expects to adopt the interpretation from 1 January
2019. The interpretation is not expected to have any significant
impact on the Group’s financial statements.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Business combinations and goodwill

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Business combinations and goodwill
(Continued)

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

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

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

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

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for impairment
annually or more frequently if events or changes in circumstances
indicate that the carrying value may be impaired. The Group
performs its annual impairment test of goodwill as at 31 December.
For the purpose of impairment testing, goodwill acquired in a
business combination is, from the acquisition date, allocated to
each of the Group’s cash-generating units, or groups of cash-
generating units, that are expected to benefit from the synergies of
the combination, irrespective of whether other assets or liabilities of
the Group are assigned to those units or groups of units.
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2.4 SUMMARY OF SIGNIFICANT 24 £

ACCOUNTING POLICIES (CONTINUED)

Business combinations and goodwill
(Continued)

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

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

Fair value measurement

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Fair value measurement (Continued)

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

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

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

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

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

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

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines whether
transfers have occurred between levels in the hierarchy by
reassessing categorisation (based on the lowest level input that is
significant to the fair value measurement as a whole) at the end of
each reporting period.
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (E)
ACCOUNTING POLICIES (CONTINUED)
Impairment of non-financial assets FEMEERME

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

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

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

2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Related parties

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

(@)

or

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

M

(i)

(iii)

has control or joint control over the Group;

has significant influence over the Group; or

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

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

(i)

(v)

(vi)

(vii)

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

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

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

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

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

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

a person identified in (a)(i) has significant influence
over the entity or is a member of the key management
personnel of the entity (or of a parent of the entity); and
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (&)
ACCOUNTING POLICIES (CONTINUED)
Related parties (Continued) BES (&)
(o)  (Continued) (b) (&)
(vii) the entity, or any member of a group of which it is a (vii) ZEBIZEBRBAST—FHor095%
part, provides key management personnel services to FETERIK B AR M AN EE A
the Group or to the parent of the Group. SESRARREFEZEEEBAER
% o
Property, plant and equipment and ME- - BERZEURITE
depreciation
Property, plant and equipment, other than construction in M B REEE (TEEIRRIN BRI R

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

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

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

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

Office equipment, leasehold

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment and
depreciation (Continued)

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

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

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

Intangible assets (other than goodwiill)

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

2.4 SUMMARY OF SIGNIFICANT 24

ACCOUNTING POLICIES (CONTINUED)

Intangible assets (other than goodwill)
(Continued)

Technical know-how

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

Computer software

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

Sewage pipe usage right

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

Expenditure incurred on projects to develop new products is
capitalised and deferred only when the Group can demonstrate
the technical feasibility of completing the intangible asset so that
it will be available for use or sale, its intention to complete and its
ability to use or sell the asset, how the asset will generate future
economic benefits, the availability of resources to complete the
project and the ability to measure reliably the expenditure during
the development. Product development expenditure which does
not meet these criteria is expensed when incurred.
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance lease,
the cost of the leased asset is capitalised at the present value
of the minimum lease payments and recorded together with the
obligation, excluding the interest element, to reflect the purchase
and financing. Assets held under capitalised finance leases are
included in property, plant and equipment, and depreciated over
the shorter of the lease terms and the estimated useful lives of the
assets. The finance costs of such leases are charged to profit or
loss so as to provide a constant periodic rate of charge over the
lease terms.

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

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

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

Investments and other financial assets
(policies under IFRS 9 applicable from
1 January 2018)

Initial recognition and measurement
Financial assets are classified, at initial recognition, as

subsequently measured at amortised cost, fair value through other
comprehensive income, and fair value through profit or loss.

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

HE

BREEEMAR CATEXERIN WBREBD
B kER T ARENEENFREHEE &
BHERGE HEEENARKERENE
BERFEN WRER (FEBAKRIN) —551
FARBRBELBERR - REEACREN
ERANEEFAME BEERE LA
EHEMEG A ERFHME D REHRET
E-ZTHENREXAGEDZTME  UE
AAEAMANEREX-

ERARAMENEBSNKBNEEDER
BHE HEREERAEGHIEAFHRTN
FrE-

i 3 EE PR R N 4B K RF 20 1B R e LB 177 el H AR
AEFE AEHEAKEEET R -MAEE A
EEA $E%F%&§TEEEHW%E£ ($kR hE
AETHEAER) REEHRUNEREER
& P ARR -

REMEBETAN T AEFRIB I LK AT
FR-BRREERUEREER -

RERHMEMEE (R=F-N\F
—A— HiLFﬁE’J@Fﬁ%J%@E%@’EE‘
SBOSRIA NEUR)

AL EARE

ERMEENVNPERE DR HRIZBHK
A RBRAFEFARMBEE VA RIRAFER

=

ABHAE-

xmEFmRaman 2018F® 131



Notes to the Consolidated Financial Statements
B 1 Bl 75 ¥R Bl 51
31 December 2018 —ZE— \F+-H=+—H

ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets
(policies under IFRS 9 applicable from
1 January 2018) (Continued)

Initial recognition and measurement (Continued)

The classification of financial assets at initial recognition depends
on the financial asset’s contractual cash flow characteristics
and the Group’s business model for managing them. With the
exception of trade receivables that do not contain a significant
financing component or for which the Group has applied the
practical expedient of not adjusting the effect of a significant
financing component, the Group initially measures a financial asset
at its fair value, plus in the case of a financial asset not at fair value
through profit or loss, transaction costs. Trade receivables that
do not contain a significant financing component or for which the
Group has applied the practical expedient are measured at the
transaction price determined under IFRS 15.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive income,
it needs to give rise to cash flows that are solely payments of
principal and interest (“SPPI”) on the principal amount outstanding.

The Group’s business model for managing financial assets refers to
how it manages its financial assets in order to generate cash flows.
The business model determines whether cash flows will result from
collecting contractual cash flows, selling the financial assets, or
both.

All regular way purchases and sales of financial assets are
recognised on the trade date, that is, the date that the Group
commits to purchase or sell the asset. Regular way purchases or
sales are purchases or sales of financial assets that require delivery
of assets within the period generally established by regulation or
convention in the marketplace.
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2.4 SUMMARY OF SIGNIFICANT 24 TESTBRBE (&)
ACCOUNTING POLICIES (CONTINUED)
Investments and other financial assets RERHEMMEMEE (RZF—N\F
(policies under IFRS 9 applicable from — B — BB A KB PR B 1 3 5 22 Al
1 January 2018) (Continued) FOREFNBEK) (&)
Subsequent measurement #EE
The subsequent measurement of financial assets depends on their CRMEENEREFERTETISEME :

classification as follows:

Financial assets at amortised cost (debt instruments) BEBHERAENEHEE (BERE)

The Group measures financial assets at amortised cost if both of AR RE i B T BG4 - B A 52 (B 42 4 8 A AR 5

the following conditions are met: ETHEE:

e The financial asset is held within a business model with e REEREALEMEENNEREHNRER
the objective to hold financial assets in order to collect ENEBEANPFEENEREE -

contractual cash flows.

. The contractual terms of the financial asset give rise on o TREENENGERREERRELED
specified dates to cash flows that are solely payments of HenBMEAREBEErSINAER
principal and interest on the principal amount outstanding. S

Financial assets at amortised cost are subsequently measured BEBERAFTENESREERLRFERETRA

using the effective interest method and are subject to impairment. REFE VAEXRETE - EEERILE

Gains and losses are recognised in the statement of profit or loss RBEHRER  WamkEEREERPRE

when the asset is derecognised, modified or impaired. o
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ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets
(policies under IFRS 9 applicable from
1 January 2018) (Continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial
assets held for trading, financial assets designated upon initial
recognition at fair value through profit or loss, or financial assets
mandatorily required to be measured at fair value. Financial
assets are classified as held for trading if they are acquired for the
purpose of selling or repurchasing in the near term. Derivatives,
including separated embedded derivatives, are also classified as
held for trading unless they are designated as effective hedging
instruments. Financial assets with cash flows that are not solely
payments of principal and interest are classified and measured at
fair value through profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified
at amortised cost or at fair value through other comprehensive
income, as described above, debt instruments may be designated
at fair value through profit or loss on initial recognition if doing so
eliminates, or significantly reduces, an accounting mismatch.

Financial assets at fair value through profit or loss are carried in the
statement of financial position at fair value with net changes in fair
value recognised in the statement of profit or loss.

Investments and other financial assets
(policies under IAS 39 applicable before
1 January 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial
assets at fair value through profit or loss, loans and receivables
and available-for-sale financial investments, or as derivatives
designated as hedging instruments in an effective hedge, as
appropriate. When financial assets are recognised initially, they are
measured at fair value plus transaction costs that are attributable to
the acquisition of the financial assets, except in the case of financial
assets recorded at fair value through profit or loss.
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets
(policies under IAS 39 applicable before
1 January 2018) (Continued)

Initial recognition and measurement (Continued)

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

Subsequent measurement

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

Financial assets at fair value through profit or loss

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

Financial assets at fair value through profit or loss are carried in
the statement of financial position at fair value with positive net
changes in fair value presented as other income and gains and
negative net changes in fair value presented as finance costs in
the statement of profit or loss. These net fair value changes do not
include any dividends or interest earned on these financial assets,
which are recognised in accordance with the policies set out for
“Revenue recognition (applicable before 1 January 2018)” below.

Financial assets designated upon initial recognition as at fair value
through profit or loss are designated at the date of initial recognition
and only if the criteria in IAS 39 are satisfied.
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (&)

ACCOUNTING POLICIES (CONTINUED)

Investments and other financial assets
(policies under IAS 39 applicable before
1 January 2018) (Continued)

Loans and receivables

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

Derecognition of financial assets (policies
under IFRS 9 applicable from 1 January 2018
and IAS 39 applicable before 1 January 2018)

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

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Derecognition of financial assets (policies
under IFRS 9 applicable from 1 January 2018
and IAS 39 applicable before 1 January 2018)
(Continued)

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

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

Impairment of financial assets (policies under
IFRS 9 applicable from 1 January 2018)

The Group recognises an allowance for ECLs for all debt
instruments not held at fair value through profit or loss. ECLs are
based on the difference between the contractual cash flows due in
accordance with the contract and all the cash flows that the Group
expects to receive, discounted at an approximation of the original
effective interest rate. The expected cash flows will include cash
flows from the sale of collateral held or other credit enhancements
that are integral to the contractual terms.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
General approach

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk since
initial recognition, ECLs are provided for credit losses that result
from default events that are possible within the next 12 months (a
12-month ECL). For those credit exposures for which there has
been a significant increase in credit risk since initial recognition,
a loss allowance is required for credit losses expected over the
remaining life of the exposure, irrespective of the timing of the
default (a lifetime ECL).

At each reporting date, the Group assesses whether the credit
risk on a financial instrument has increased significantly since initial
recognition. When making the assessment, the Group compares
the risk of a default occurring on the financial instrument as at the
reporting date with the risk of a default occurring on the financial
instrument as at the date of initial recognition and considers
reasonable and supportable information that is available without
undue cost or effort, including historical and forward-looking
information.

The Group considers a financial asset in default when contractual
payments are 90 days past due. However, in certain cases,
the Group may also consider a financial asset to be in default
when internal or external information indicates that the Group
is unlikely to receive the outstanding contractual amounts in full
before taking into account any credit enhancements held by the
Group. A financial asset is written off when there is no reasonable
expectation of recovering the contractual cash flows.

Simplified approach

For trade receivables and contract assets that do not contain
a significant financing component or when the Group applies
the practical expedient of not adjusting the effect of a significant
financing component, the Group applies the simplified approach
in calculating ECLs. Under the simplified approach, the Group
does not track changes in credit risk, but instead recognises a
loss allowance based on lifetime ECLs at each reporting date.
The Group has established a provision matrix that is based on
its historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.
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Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Impairment of financial assets (policies under
IAS 39 applicable before 1 January 2018)

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

Financial assets carried at amortised cost

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

The amount of any impairment loss identified is measured as the
difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses
that have not yet been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s original
effective interest rate (i.e., the effective interest rate computed at
initial recognition).
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2.4 SUMMARY OF SIGNIFICANT 24 FESHHEME (&)

ACCOUNTING POLICIES (CONTINUED)

Impairment of financial assets (policies under
IAS 39 applicable before 1 January 2018)
(Continued)

Financial assets carried at amortised cost (Continued)

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

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

Financial liabilities (policies under IFRS 9
applicable from 1 January 2018 and IAS 39
applicable before 1 January 2018)

Initial recognition and measurement

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

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

The Group’s financial liabilities include trade and bill payables, other
payables and accruals, amounts due to a related party and bank
and other borrowings.
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2.4 SUMMARY OF SIGNIFICANT 24 FESHHEME (&)

ACCOUNTING POLICIES (CONTINUED)

Financial liabilities (policies under IFRS 9 TR E (BERYHREEDER

applicable from 1 January 2018 and IAS 39 TE=ZZE—-N\E—A—RAEBEAMW

applicable before 1 January 2018) (Continued) BERBEBRETEREIR TR =
Z2—N\E—B—HAEANEE)
(#&)

Subsequent measurement #EE

The subsequent measurement of loans and borrowings is as BERMEERERIEAT AT

follows:

Loans and borrowings BEXREE

After initial recognition, interest-bearing loans and borrowings are METHERE FRERREBEREEFERAERF

subsequently measured at amortised cost, using the effective RERBIEHK AT E HEWITHEFZEYTE

interest rate method unless the effect of discounting would be KBRS R - s RIS ERN R IEHRE

immaterial, in which case they are stated at cost. Gains and losses BENERAERFEBHBENESTRER

are recognised in profit or loss when the liabilities are derecognised

as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or STE R AR AR EBITES R E

premium on acquisition and fees or costs that are an integral part of EBEBRMNEIAIRFINERIKAR-&E

the effective interest rate. The effective interest rate amortisation is BRAEREEAG ABR KA EKR AR F

included in finance costs in the statement of profit or loss and other B

comprehensive income.

Derecognition of financial liabilities (policies RiIEBEAcHEE (HBRBKEREE

under IFRS 9 applicable from 1 January 2018 Al FTE-FE—N\FE—HA—HiE

and IAS 39 applicable before 1 January 2018) i F B9 BUR & Bl B 51 28 B 55395
TR-ZZE—-NF—A—HAEANK
%K)

A financial liability is derecognised when the obligation under the THAEREBERETRER BUBXERRR L

liability is discharged or cancelled, or expires. TR o

When an existing financial liability is replaced by another from the WAECHABENS —EHAR —ERAREM

same lender on substantially different terms, or the terms of an BRABOIERTRNEBEMRRK HREERE

existing liability are substantially modified, such an exchange or B RE RIBISET » BB BB SIS 5T AR IE

modification is treated as a derecognition of the original liability WRERBAELRERTBENHNEE - M

and a recognition of a new liability, and the difference between the FAREENZENERFER -

respective carrying amounts is recognised in profit or loss.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

Offsetting of financial instruments (policies
under IFRS 9 applicable from 1 January 2018
and IAS 39 applicable before 1 January 2018)

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

Inventories

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

Cash and cash equivalents

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Provisions

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

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

Income tax

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

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

Deferred tax is provided, using the liability method, on all temporary
differences at the end of the reporting period between the tax
bases of assets and liabilities and their carrying amounts for
financial reporting purposes.
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2.4 SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

24 FESHHEME (&)

FriE®i (&)

Income tax (Continued)

BRIATIE RN P IR B 1 22 R AR
ELERBAE:

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

EREHBABEELAFREHTAHNR
ZTHBBARBAEELR BN LME
R AR 58 585 M 58 R s 7
REEOEZE N

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

HRRMBARNKREELNERRY
RUEZR HBOEEEs ARt
ZRARETSHEAAERRRED -

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

ECHBEEERMANNBREREEZE XA
differences, the carry forward of unused tax credits and any unused HERELRIRNABAREBEEBEBENGEE TR
tax losses. Deferred tax assets are recognised to the extent that R o IR FETH I8 & B #) BE SR A JE AR A v A1) AT 4 1K
it is probable that taxable profit will be available against which the HOAMREREEZE  RAISAMNKBIEE
deductible temporary differences, the carryforward of unused tax BERAAREBENEERR WA TBER
credits and unused tax losses can be utilised, except: BRAob

Deferred tax assets are recognised for all deductible temporary

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

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

144 Yongsheng Advanced Materials Company Limited Annual Report 2018

e BHEEHRBEEFBOUHRDREE
RETARFRBEHNRSTHERE
EFRENTIRR BX5EH G
AN KERPENKBRTEZE &

e HRRWBARMKREELAWAIRY
RHER  ERAERAELAREDY
RIEERBERVGEN S RIERERH
ANEREEERRAELEHBAEE



Notes to the Consolidated Financial Statements

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Income tax (Continued)

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

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

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

Government grants

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

Where the grant relates to an asset, the fair value is credited to
a deferred income account and is released to profit or loss over
the expected useful life of the relevant asset by equal annual
instalments or deducted from the carrying amount of the asset and
released to profit or loss by way of a reduced depreciation charge.
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2.4 SUMMARY OF SIGNIFICANT 24 £

ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (applicable from
1 January 2018)

Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers at an
amount that reflects the consideration to which the Group expects
to be entitled in exchange for those goods or services.

Revenue from other sources

Rental income is recognised on a time proportion basis over the
lease terms.

Other income

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

Dividend income is recognised when the shareholders’ right to
receive payment has been established, it is probable that the
economic benefits associated with the dividend will flow to the
Group and the amount of the dividend can be measured reliably.

Revenue recognition (applicable before
1 January 2018)

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (applicable before
1 January 2018) (Continued)

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

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

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

(e)  dividend income, when the shareholders’ right to receive
payment has been established.

Contract liabilities (applicable from
1 January 2018)

A contract liability is the obligation to transfer goods or services
to a customer for which the Group has received a consideration
(or an amount of consideration that is due) from the customer. If a
customer pays the consideration before the Group transfers goods
or services to the customer, a contract liability is recognised when
the payment is made or the payment is due (whichever is earlier).
Contract liabilities are recognised as revenue when the Group
performs under the contract.

Share-based payments

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Employees
(including directors) of the Group receive remuneration in the form
of share-based payments, whereby employees render services as
consideration for equity instruments (“equity-settled transactions”).
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2.4 SUMMARY OF SIGNIFICANT 24 TESHBERBE (E)
ACCOUNTING POLICIES (CONTINUED)
Share-based payments (Continued) B fo E RS (&)

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

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

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

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

2.4 SUMMARY OF SIGNIFICANT

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

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

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

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

Other employee benefits
Pension schemes

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

The employees of the Group’s subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute 20% of their payroll costs to
the central pension scheme. The contributions are charged to profit
or loss as they become payable in accordance with the rules of the
central pension scheme.
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2.4 SUMMARY OF SIGNIFICANT 24 TESTBRBE (&)
ACCOUNTING POLICIES (CONTINUED)
Other employee benefits (Continued) HttEERA (&)
Pension schemes (Continued) BIkEEE ()

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

Borrowing costs

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

Dividends

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

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

2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Foreign currencies

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

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

In determining the exchange rate on initial recognition of the
related asset, expense or income on the derecognition of a non-
monetary asset or non-monetary liability relating to an advance
consideration, the date of initial transaction is the date on which the
Group initially recognises the non-monetary asset or non-monetary
liability arising from the advance consideration. If there are multiple
payments or receipts in advance, the Group determines the
transaction date for each payment or receipt of the advance
consideration.
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2.4 SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)
Foreign currencies (Continued)

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

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

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

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES

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

SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(CONTINUED)

Judgement

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

Withholding tax arising from the distribution of dividends

The Group’s determination, as to whether to accrue withholding
taxes arising from the distributions of dividends by certain
subsidiaries according to the relevant tax rules enacted in the
jurisdictions, is subject to judgement on the plan of the distribution
of dividends. At 31 December 2018, the carrying value of deferred
tax liabilities relating to withholding tax was approximately
RMB14,903,0002017: RMB12,786,000).

Estimation uncertainty

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

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade
receivables. The provision matrix is initially based on the Group'’s
historical observed default rates. The Group will calibrate the matrix
to adjust the historical credit loss experience with macroeconomic
factors affecting the ability of the customers to settle the
receivables, such as growth of gross domestic products, Sino-
US trade friction and market consumption atmosphere. At each
reporting date, the historical observed default rates are updated
and changes in the forward-looking estimates are analysed.
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SIGNIFICANT ACCOUNTING
JUDGEMENTS AND ESTIMATES
(CONTINUED)

Estimation uncertainty (Continued)

Provision for expected credit losses on trade receivables
(Continued)

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is a
significant estimate. The amount of ECLs is sensitive to changes
in circumstances and forecast economic conditions. The Group’s
historical credit loss experience and forecast of economic
conditions may also not be representative of customer’s actual
default in the future. At 31 December 2018, the ELCs of trade
and other receivables was approximately RMB1,171,000 (2017:
RMB1,137,000).

Net realisable value of inventories

Net realisable value of inventories is the estimated selling price in
the ordinary course of business less estimated selling expenses.
These estimates are based on the current market condition and the
historical experience of selling products of a similar nature. It could
change significantly as a result of changes in market conditions.
Management reassesses these estimates at each reporting date.
At 31 December 2018, the net carrying value of inventories was
approximately RMB85,205,000 (2017: RMB93,175,000).
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Notes to the Consolidated Financial Statements

OPERATING SEGMENT INFORMATION

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

— Production: Production of polyester filament yarns;

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

— Trading: Trading of polyester filament yarns.

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

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

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

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

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

4.
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A

4. OPERATING SEGMENT INFORMATION 4, REDETER (H)

(CONTINUED)

Operating segments

ReEsHER

Year ended 31 December 2018
BE-_E-N\F+t-A=+t-HLEE

Production  Processing Trading Total
EE mI =] @t
RMB’000 RMB’000 RMB’000 RMB’000
ARETRT AR®Tx AR%®TRT ARETxR
Segment revenue (note 5) 22Uz (B EES)
Sales to external customers HEFIARE 440,085 206,420 33,675 680,180
Revenue W 680,180
Segment results ABEE 26,934 68,249 7,518 102,701
Reconcilations: #Hk:
Corporate and other unallocated expenses AR REMF AT (656)
Interest income FEWA 4,942
Finance costs BEMAK (1,537)
Profit before tax BRI AR A 105,450
Segment assets PTHEE 406,741 552,911 = 959,652
Reconciliations: #E:
Corporate and other unallocated assets DA REMAIREE 1,751
Elimination of intersegment receivables 3D S A IR (160,277)
Total assets BEE 801,126
Segment liabilities SHEE 252,850 67,878 - 320,728
Reconciliations: #E -
Corporate and other unallocated liabilities N REMAIEERE 40,761
Elimination of intersegment payables KD SEAER IR (160,277)
Total liabllities BEE 201,212
Other segment information Hit A HER
Depreciation and amortisation MEREHE 16,077 6,148 - 22,225
Impairment of trade receivables B S MR RE - 34 - 34
Capital expenditure* BAREYT 44,723 5,715 = 50,438

* EAAXBEREDE BERRBARE
B EE -

*

Capital expenditure consists of additions to property, plant
and equipment and other intangible assets.
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OPERATING SEGMENT INFORMATION

(CONTINUED)

Operating segments (Continued)

31 December 2018

Notes to the Consolidated Financial Statements

S 1t il 35 ¥R 2R Bl 5
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4. REFTHER (F)

REIHER (&)

Year ended 31 December 2017
BE-_Z—+E+-_A=t-HItEE

Production Processing Trading Total
EE mT B5 @it
RMB’'000 RMB’'000 RMB'000 RMB’'000
ARETT AREFTT AR®FTT ARETR
Segment revenue (note 5) 2BWE (HEF5)
Sales to external customers BETIRER 417,845 204,132 25,834 647,811
Revenue e 647,811
Segment results ABEE 38,042 72,420 7,098 117,560
Reconcilations: #E -
Corporate and other unallocated expenses AR REMRS B X (1,632)
Interest income HMEKA 5,635
Finance costs BEKA (766)
Profit before tax BR B AT 7 120,797
Segment assets ATBEE 469,137 461,576 = 930,713
Reconciliations: #k -
Corporate and other unallocated assets DRAIREMRIBEE 26,061
Elimination of intersegment receivables 7 BB A ERIE (155,824)
Total assets BEE 800,950
Segment liabilities i 240,561 116,884 - 357,445
Reconciliations: #k -
Corporate and other unallocated liabilties ARAIREMR DB EE 34,472
Elimination of intersegment payables H3 D SRR TR (155,824)
Total liabilties BaE 236,093
Other segment information Hir A HEHR
Depreciation and amortisation nEREH 9,763 7,967 = 17,730
Impairment of trade receivables B RN IERE 288 - = 288
Capital expenditure* BARY 66,751 5,492 = 72,243

*

* BARXBRRNEDE BERRBEARE
TWEE-

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

WEEE —SNERPETNRZAEREER
EEWKE10%TIA Fo

No revenue from transactions with a single external customer
amounted to 10% or more of the Group’s revenue.
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5. REVENUE, OTHER INCOME AND GAINS 5. WA -HMtW AR K=

Revenue represents the net invoiced value of services provided WHEFAERERBEREEEMNERF
and goods sold after allowances for returns and trade discounts B WENKREERERE ST
during the year.
An analysis of revenue, other income and gains is as follows: WA M A RS
2018 2017
=E-N\F —E—+F
RMB’000 RMB’000
AR¥F T ARBET T
Revenue from contracts with customers HIE ST E 79,2 A
Disaggregated revenue information WA D FER
Production HE 440,085 417,845
Processing mT 206,420 204,132
Trading g5 33,675 25,834
680,180 647,811
Timing of revenue recognition LON S
Goods transferred at a point in time RE—-KERER 28 680,180 647,811
2018 2017
—E-N\F T —tF
RMB’000 RMB’000
ARB T ARBT T
Other income and gains, net EMUA R Yz FER
Bank and other interest income RIT R E AL BUA 4,942 5,635
Fair value gains on financial assets designated & A FEFF ABZENESRMEEN
as at fair value through profit or loss NEEMW 7,266 7,111
Rental income a2l 611 617
Government grants BT & B 4,654 2,773
Gain on disposal of prepaid HEBMNTHAERE 2 KE
land lease payments 6,720 -
Foreign exchange differences, net PE N EZ% T8 (83) (889)
Others Efh 979 276
25,089 15,523

158 Yongsheng Advanced Materials Company Limited Annual Report 2018



PROFIT BEFORE TAX

Notes to the Consolidated Financial Statements

The Group’s profit before tax is arrived at after charging/(crediting):
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6. FER¥iAIZER

762 B9 R B R E M AR (BEA) AT &
HERFH:

2018 2017
=E2-N\F —E—+F
Notes RMB’000 RMB’000
BT EE ARMT T ARBTT
Cost of inventories sold BEERFEMAA 406,970 356,488
Cost of services provided BRI R B 116,433 111,204
Depreciation * e 13 20,241 15,686
Amortisation of other intangible assets * H b & 2 & 2= & 35~ 15 1,170 1,230
Amortisation of prepaid land lease TEAT 4 #b 1H & FRIE 8 14
payments * 814 814
Impairment of trade receivables B 5 EWRIERE 34 288
Minimum lease payments under KEHENREBEENK
operating leases
— Office rental VN Sk 1,013 498
Auditors’ remuneration 2 GIIE=a ) 950 950
Employee benefit expense EERMAXZ (BREEER
(including directors’ and chief BRITRABHM) *:
executive’s remuneration) *:
Wages and salaries TENEH® 64,716 66,910
Pension scheme contributions RIREBET B
(defined contribution schemes) (EFMHERETE) 5,022 5,358
Equity-settled share option [ e it H B R 2 Bk 27
arrangements 525 3,503
Research and development costs Tt 8% A 2R 21,980 22,995
Foreign exchange differences, net PE R ZRFE 83 889
Fair value gains, net: N ER R
Financial assets designated as at EEAEBRATEFAERN
fair value through profit or loss SRMEE (7,266) 7,111)
Bank and other interest income RIT R HE AT BUA (4,942) (5,635)
Loss on disposal of items of property, HEWE  BEKEHEEE B
plant and equipment 518 48 264
Gain on disposal of prepaid land lease & AT L EFIE 2 Was
payments (6,720) —

Part of the depreciation, the amortisation of other intangible

assets and prepaid land lease payments and employee
benefit expense for the year are included in “Cost of sales”
in the consolidated statement of profit or loss and other

comprehensive income.

* AEEHE HMBPEERE BN
HEFREHE N ERERMNAN—&E 5
AR R R EMEERARAN [HEK
ZAI
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7. FINANCE COSTS 7. BMERA
An analysis of finance costs is as follows: RMEXEAHDTWT
2018 2017
—E-N\fF —F—tF
RMB’000 RMB’000
AR¥T T AREFT
Interest on bank loans IRITERA B 1,537 766

8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EEREBESTHAEHMH

REMUNERATION
Directors and chief executives’ remuneration for the year, disclosed EERERTBRABRFANEMNRIE MR
pursuant to the Listing Rules, section 383(1)(@), (b), (c) and (f) of the Al F B (2 aE B 5383(1)(@) - (b)* (c) & (M
Hong Kong Companies Ordinance and Part 2 of the Companies BRARA (RBESM=ER) BRI $220
(Disclosure of Information about Benefits of Directors) Regulation, WEMT
is as follows:
2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
ARMT T AR T T
Fee we 620 634
Other emoluments: HEMe
Salaries, allowances and benefits in kind e R REWEF 1,783 1,589
Performance related bonuses TR EBIEA 4,345 5,611
Pension scheme contributions RIREETEIHE K 125 94
Equity-settled share option arrangements 1% 1 45 S B AR A 2 B 217 1,549
7,090 9,477
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Notes to the Consolidated Financial Statements

8. DIRECTORS’ AND CHIEF EXECUTIVE’S

REMUNERATION (CONTINUED)

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

(@) Independent non-executive directors

The fees paid to independent non-executive directors during

8.
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EERESTTRAEHM (F)

BEFE REAATGERES S ETE
90 A AR G A IR T AR A e —
HRERR I REM L7 - RSHRHE 2
TERBELANER DRBERNENRE
RERARER  MRALFEHBRED
SHOBR EXEFRESTRABF MR
AR -

(a) BYFHTES

FA MBIFRATEENBESM

the year were as follows: ™
2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
ARBT T AREFTT
Mr. Shiping James Wang FittF s 85 87
Ms. Wong Wai Ling B5EERXT 110 112
Mr. Wang Huaping FEFEE 85 87
280 286

There were no other emoluments payable to the
independent non-executive directors during the year (2017:
Nil).

FABEEME RN TELIENTT
ERx(ZZ2—t5F:8|)-
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S
REMUNERATION (CONTINUED)

(b) Executive directors and non-executive

8. EERRSTHRAEHM (&)

(b) BITESMIEHTES

directors
2018 —E-N\F
Salaries,
allowances  Performance Pension Equity-settled
and benefits related scheme  share option
Name of Directors Fees in kind bonuses contributions arrangements Total
B 2ER BUER  RAEHE RELEE
BEsp e ENER A 3% REZH @t
RMB’000 RMB'000 RMB’000 RMB’000 RMB’000 RMB’000
ARETRE AR®Trn AREBTR ARETR ARETz AR%¥Trn
Executive directors; BiES:
Mr. Li Cheng FHRA 85 880 800 15 - 1,780
Mr. Zhao Jidong HERLE 85 602 1,560 47 133 2427
Mr. Li Conghua THELE 85 - - - - 85
Mr. Ma Qinghai SEEEE 85 301 1,985 63 84 2,518
340 1,783 4,345 125 217 6,810
Independent non-executive directors: B IFHITEE:
Mr. Shiping James Wang FFE4 85 - - - - 85
Ms. Wong Wai Ling BERAL 110 - - - - 110
Mr. Wang Huaping TEVEE 85 - - - - 85
280 - - - - 280
620 1,783 4,345 125 217 7,090
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERBRETHRAEREHFM (&)
REMUNERATION (CONTINUED)

(b) Executive directors and non-executive (b) BITESHHEHITESE (&)
directors (Continued)
2017 —E—tF
Salaries,

allowances  Performance Pension  Equity-settled

and benefits related scheme  share option
Name of Directors Fees in kind bonuses  contributions  arangements Total

HH2ER BRE Ehe RigssE

EEfY ik ENET el SEIEE  BRERHE &3t

RVB'000 RMB'000 RMB'000 RMB'000 RVB'000 RVB'000
ARBTT  ARMTT ARETR ARETT AR AR%TR

Executive directors; BiES:
M. Li Cheng %k 8 831 1219 16 . 2,183
Mr. Zheo Jdong mEEE 87 457 2,900 % 903 3,69
Mr. Li Conghua THELE 87 - - - - 87
M. Ma Qinghei EESEE &7 301 2,192 %9 646 3,265
348 1,589 5,611 9% 1,549 9,191
Independent non-executive diectors: B FFHTES:
Mr. Shiping James Wang FFEE 87 - - - - 87
Ms. Wong Wai Ling BERAL 12 - - - = 12
Mr. Wang Huaping TEVEE 87 - - - - 87
286 — — = - 286
634 1,589 5,611 9% 1,549 9477
There was no arrangement under which a director or the FA WEAMNESHHZRTHRABR
chief executive waived or agreed to waive any remuneration BEYAREREETMEHMALHE-

during the year.
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9. FIVE HIGHEST PAID EMPLOYEES 9.

The five highest paid employees during the year included 3
executive directors (2017: 3 executive directors), details of
whose remuneration are set out in note 8 above. Details of the
remuneration for the year of the remaining 2 (2017: 2) highest paid
employees who are neither a director nor chief executive of the
Company are as follows:

hEBREHMES

FA REESFHEERE=-2RTES
(ZZ2—tF ZBHTES)  BENFHHF
BENREXHES B TME (ZE—LF M
H)EEFMESR (YLFEARREFHEZERIT
BAB)REANHMFEBOT

2018 2017

—E-)\EF —E—tF

RMB’000 RMB’000

AR¥T T ARETT

Salaries, allowances and benefits in kind e RMEREYEA 615 618
Performance related bonuses BEREREIEAT 1,684 1,760
Pension scheme contributions BRIREFTEIH R 27 22
Equity-settled share option arrangements % e 45 BB AR A 2 Bk 20 255
2,346 2,655

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

FHNF T BERIFEETIFERSITHAR

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

2018 2017
—E-N\F —E—+F
Nil to HK$ 1,000,000 Z %1,000,000/& 7T = =
HK$1,000,001 to HK$1,500,000 1,000,0017% 7t £1,500,0007% 7T 2 2
HK$1,500,001 to HK$2,000,000 1,500,0017% 7T £2,000,000/%8 7T - -
HK$2,000,001 to HK$2,500,000 2,000,001 7t £2,500,000/%8 7T = =
HK$2,500,001 to HK$3,000,000 2,500,001 7T 23,000,000/ 7T = -
2 2
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9.

10.

Notes to the Consolidated Financial Statements

FIVE HIGHEST PAID EMPLOYEES
(CONTINUED)

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

INCOME TAX EXPENSE

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

All of the Group’s subsidiaries incorporated in Hong Kong are
subject to profits tax at a rate of 16.5% (2017: 16.5%).

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

Pursuant to the relevant laws and regulations in the PRC and with
approval from the tax authorities in charge, two of the Group’s
subsidiaries, Yongsheng Dyeing and Nantong Fiber, qualified
as High and New Technology Enterprises, are entitled to the
preferential enterprise income tax rate of 15% for three years from
2018 to 2020.

10.
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10. INCOME TAX EXPENSE (CONTINUED) 10. T8 (&)

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

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on the dividends declared to foreign
investors from the foreign investment enterprises established in
the PRC. The requirement is effective from 1 January 2008 and
applies to earnings after 31 December 2007. A lower withholding
tax rate may be applied if there is a tax treaty between the PRC
and the jurisdiction of the foreign investors. The Group is therefore
liable to 5% withholding taxes on dividends distributed by those
subsidiaries established in the PRC in respect of their earnings
generated from 1 January 2008. The aggregate amount of
temporary differences associated with investments in subsidiaries
in Mainland China for which deferred tax liabilities have not
been recognised totaled approximately RMB96,720,000 at 31
December 2018 (2017: RMB96,720,000). In the opinion of the
directors, it is not probable that these subsidiaries will distribute
such earnings in the foreseeable future.
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10. INCOME TAX EXPENSE (CONTINUED) 10. FTS BB (/&)
The major components of income tax expense for the years ended HEz_Z—N\Frk-_ZT—+F+=-_A=+—H
31 December 2018 and 2017 are: EFE FEHBEYNEZAX DB 0T
2018 2017
—E-N\E —T—+F
RMB’000 RMB’000
ARET ARMFT
Current tax BN EARA 1B 13,281 19,332
Deferred tax EREFE IR 5,490 3,015
Total tax charge for the year FAMBEL 5 18,771 22,347
Reconciliation of the tax expense and the accounting profit HIERZEe R FRARQ R RENEB AR
multiplied by the statutory rates for the countries in which the FIERKREEEREMNERNT

Company and its subsidiaries are domiciled:

2018 2017
=E2-N\F —E—+F
RMB’000 RMB’000
AR¥F T AR®TT
Profit before tax R 758 BT A 105,450 120,797
Tax calculated at statutory tax rate of & B TE B R (25%)
the PRC (25%) 26,363 30,199
Effect of difference for HEBMEHEZENZE
Hong Kong income tax rate 546 362
Effect of preferential enterprise income tax rate EEMDEMERERNFTE (10,877) (12,195)
Expenses not deductible for tax AT 03 A 2 100 161
Tax losses not recognised RIERT S EE 1,581 1433
Effect of withholding tax at 5% on the RASBEHTEMBEATZ
distributable profits of the Group’s A 5K 4 A5 % AT B TR AL
PRC subsidiaries we 3,467 4,101
Additional deduction of research and T 2% A AN A RE SN
development cost (2,409) (1,714)
Tax charge at the effective income REBRFHE17.8%
tax rate 17.8% (2017: 18.5%) (ZE—+%F:185%)
FTEMTRIEA 18,771 22,347
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11. DIVIDENDS 11. KE
2018 2017
—E-N\F —ET—+tF
RMB’000 RMB’000
AR¥F T AREF T
Interim — HK$0.033 (equivalent to o B — T AR I B AR0.033 T
RMBO0.0293) (2017: HK$0.035 (HHE R AK¥0.02937T)
(equivalent to RMB0.029)) (ZZE—+tF:0035%87T
per ordinary share (g R ARK0.0297T) ) 11,496 11,895
Proposed final — HK$0.022 (equivalent to R R Bl — B AR AR 0.0227%8 7T
RMBO0.0188) (2017: HK$0.045 (equivalentto (B & 7 A R #¥0.01887T)
RMB0.0362)) per ordinary share (ZZE—tF:00458 T
(HHE N ARK0.03627T) ) 12,053 14,514
23,549 26,409

The Board resolved to propose a final dividend of HK$0.022
(2017: HK$0.045) per ordinary shares amounting a total of
RMB12,053,000 (2017: RMB14,514,000). The proposed
dividends are based on 641,353,746 (2017: 400,925,600) shares
issued as at 26 March 2019.

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

12. EARNINGS PER SHARE ATTRIBUTABLE
TO SHAREHOLDERS OF THE COMPANY

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

Diluted EPS amounts are calculated by dividing the profit
attributable to the shareholders of the Company by the weighted
average number of ordinary shares in issue during the year, as used
in the basic EPS calculation, plus the weighted average number of
ordinary shares that would be issued on the deemed exercise of all
the dilutive potential ordinary shares into ordinary shares.
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12. EARNINGS PER SHARE ATTRIBUTABLE 12. ARFARREEZBREF (F)
TO SHAREHOLDERS OF THE COMPANY
(CONTINUED)

The following reflects the income and share data used in the basic ATREARGTESRERREERF WA
and diluted EPS computations: MR 0 B
2018 2017
—ZE-N\F —E—+tF
RMB’000 RMB’000
ARMT T ARBT T
Earnings: BR:
Profit attributable to shareholders of the AR AR R PEAE 5
Company - basic and diluted —HEAREE 80,751 92,144
80,751 92,144

Number of shares

RHEE
2018 2017
—E-N\F —T—+F
Shares: B4
Weighted average number of ordinary A EERABFMEZ
shares for EPS calculation TR nRE T8 396,339,902 400,077,133
Effect of dilution — weighted average wEyE-—LTake
number of ordinary shares: IR E
Share options B A 9,821,023 6,197,655
Weighted average number of ordinary shares  1& 1E 58 37 22 #) & 38 %
adjusted for the effect of dilution N 2 406,160,925 406,274,788
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13. PROPERTY, PLANT AND EQUIPMENT 13. 1% HERRZE
Office Construction
Plant and equipment Leasehold in
Buildings machinery Vehicles and others  improvements progress Total
FAERER
BT  BEERER RE Hf RELE ERIR £y

RMB'000 RVB'000 RVB'000 RMB'000 RVB'000 RMB'000 RMB'000
ARETR  ARETR  ARETR  ARETR  AR¥TR  ARETT  ARETx

At 1 January 2018, net of accumulated WZE-\5-A—-R"

depreciation EMBREHTE 74,536 85,295 1,667 2,166 215 41,460 205,339
Additions RE 16 7,178 2 152 573 42,482 50,403
Transfer o 1,765 42,540 - = = (44,305) =
Depreciation provided during the year FREROTE (3,446) (15,716) (304) (559) (216) - (20,241)
Disposals LE - (1,446) - - - - (1,446)

At 31 December 2018, net of accumulated R =E-N\F+-A=+-H"

depreciation BAKREHNE 7281 117,851 1,365 1,759 572 39,637 234,055
At 31 December 2018: RZZ-N\§+-A=+-R: 104,748 212,261 6,429 8,423 2,567 39,637 374,065

Cost KA

Accumulated depreciation 2itheE (31,877) (94,410) (5,064) (6,664) (1,995) - (140,010)

Net carrying amount REFE 7281 117,851 1,365 1,759 572 39,637 234,055

At 1 January 2017, net of accumulated W=-E—+%-HF-A"

depreciation BNBR2HHE 57,508 76,700 2,019 1,785 485 13,157 151,654
Additions BE 548 5,464 136 651 157 64,512 71,468
Transfer o 19,167 17,042 = = = (36,209) =
Depreciation provided during the year FREROTE (2678) (11,824) (488) (269) (427) - (15,686)
Disposdls e 0 2087) = 1) = = (2,097)
At 31 December 2017, net of accumulated  R-E—+%+-f=+-8"

depreciation EABREHTE 74536 85,95 1,667 2,166 215 41,460 205,339
At 31 December 2017: W-E-tE+-f=1-B: 102,967 165,560 6427 8275 1,994 41,460 326,683

Cost KA

Accumulated depreciation ZiHE (28.431) (80,265) (4,760) (6,109 {1,779 = (121,344)

Net carrying amount FHFE 74,536 85,295 1,667 2,166 215 41,460 205,339

At 31 December 2018, certain of the Group’s buildings with a RZE—NF+ZA=+—1H AEEEREF
net carrying amount of approximately RMB23,383,000 (2017: B4 B AR23,383,0000C (ZFE—HEF: A
RMB7,564,000) were pledged to secure letter of credit facilities K #7,564,00070) W& TEFE TER  GE
granted to the Group by a bank. —ARITARNEERBEHAERE -
At 31 December 2018, certain of the Group'’s buildings with a RZEB-—NFE+ZA=+—H FEEEREEF
net carrying amount of approximately RMB31,309,000 (2017: B4 B AR31,309,000 T (ZZE—+F: A
RMB8,547,000) were pledged to secure short-term loan facilities R#8,547,00070) W& TEFE THEMR  LIE
granted to the Group by a bank. —BRITARNEERHEHERRE -
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14. PREPAID LAND LEASE PAYMENTS 14. B L HHEERKE
2018 2017
—ZE-N\F —T—+tF
RMB’000 RMB’000
AR¥F T ARET T
Carrying amount at 1 January R—A—B/EEmEE 28,522 29,336
Disposal during the year FRELE (587) -
Recognised during the year FAL R (814) (814)
Carrying amount at 31 December R+-—A=+—HB/EmEAE 27,121 28,522
The Group’s land use rights are corresponding to the lands located REEW T REL RN BN RER
in Hangzhou and Nantong of the PRC and the remaining lease Mt R=ZF—-N\F+ZA=+—H HT
periods ranged from 10 to 50 years as at 31 December 2018, HH 9 RN F10E50% -
At 31 December 2018, certain of the Group’s land use rights with RZEB—-—NFF+ZA=+—H FAEEEREF
a net carrying amount of approximately RMB3,072,000 (2017: B4 A ARE3,072,000T (ZE—+F: AR
RMB4,385,000) were pledged to secure letter of credit facilities #4,385,0007T) B T L FEAED FHEA -
granted to the Group by a bank. NE—ERTHARERNERE/RE -
At 31 December 2018, certain of the Group’s land use rights with R-EBE—N\FE+_A=Z=+—HB A&EKE®\
a net carrying amount of approximately RMB11,585,000 (2017: HEEXN A ANREE11,585,0000T (ZE—+4F:
RMB8,782,000) were pledged to secure short-term loan facilities AR 8,782,000t )W E T T {E AER T
granted to the Group by a bank. B UE—FERTAAEER LS HERR
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15. OTHER INTANGIBLE ASSETS 15. Hth P & &
Technical Sewage pipe
Software know-how  usage right Total
L0 BT RE SARERE @t

RMB'000 RMB'000 RMB'000 RMB'000
ARBTE AREBTT ARETT ARBTR

At 1 January 2018, RZZ-N\F-A—-R"

net of accumulated amortization e 5 550 2,260 2,697 5,507
Addition NE 35 - - 35
Amortization provided during the year FRFRMEH (212 (758) (200) (1,170)
At 31 December 2018, RZZ—-\F+=ZR=1+—8H"

net of accumulated amortization Bk REHEH 373 1,502 2,497 4,372
At 31 December 2018 RZE-N\F+=A=+—A:

Cost % 1,183 7,274 4,024 12,481

Accumulated amortization g (810) (5,772) (1,527) (8,109)

Net carrying amount REFE 373 1,502 2,497 4,372
At 1 January 2017, n-E—+t&—fR—1"

net of accumulated amortization EEIESg 3 47 3,018 2,897 5,962
Addition NE 775 - - 775
Amortization provided during the year FRFRMEH 272) (758) (200) (1,230)
At 31 December 2017, R_E—+F+=-A=1+—8"

net of accumulated amortization Bk REHEH 550 2,260 2,697 5,507
At 31 December 2017: RZE—tF+=-A=+—8:

Cost B AR 1,148 7,274 4,024 12,446

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

Net carrying amount REFE 550 2,260 2,697 5,507
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INVENTORIES 16. & &
2018 2017
—E-N\F —T—+tF
RMB’000 RMB’000
AR¥F T AREF T
Raw materials Mk 31,560 37,898
Work in progress 18 3,360 3,769
Finished goods BUAK G 50,285 51,508
85,205 93,175
TRADE AND BILLS RECEIVABLES 17. EZRRAREREREE
2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
AR¥T ARMEFT
Trade receivables E 5N IE 19,685 15,953
Bills receivables R E & 118,763 135,170
138,448 151,123
Impairment RIE (1,171) (1,137)
Net trade and bills receivables B S RWEIE N RN E R FRE 137,277 149,986
The Group’s trading terms with its customers are mainly on credit, AEEEXFENESEZIAEERE
except for new customers, where payment in advance is normally BE—MABRLNRGIN - EEHBE BIE
required. The credit period is generally 3 months. Each customer A-BREFPHUREEREERE ANEEK
has a maximum credit limit. The Group seeks to maintain strict NEARIE SRR BUREIE - e R EEER
control over its outstanding receivable and overdue balances EER AT A R o BN EXCPTI  N E AR
are reviewed regularly by senior management. In view of the BEESRWRBERAEDHE AR R E
aforementioned and the fact that the Group’s trade receivables EXGEARRETNER -BESEBFEBEAR
relate to a large number of diversified customers, there is no B

significant concentration of credit risk. Trade receivables are non-
interest-bearing.
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17. TRADE AND BILLS RECEIVABLES 17. EZRWNREAREWRERE (&)
(CONTINUED)
At 31 December 2018, certain of the Group’s bills receivables with RZE—NF+ZA=+—1H XAEEEREEF
a net carrying amount of approximately RMB1,850,000 (2017: BEHARY1,850,000C (ZFE—CEF:FE)W
Nil) were pledged to secure letter of credit facilities granted to the ETREWEEBRE/EER  NE-—HRTRAE
Group by a bank. REEAERE-
An ageing analysis of the trade receivables as at the end of the RmEBRR B HRIKGRIERER HHNRE
reporting period, based on the invoice date, is as follows: DT :
2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR¥T T AREBTFT
Within 3 months SEARA 16,848 11,732
3 to 6 months 31 A =6fE A 1,479 2,281
6 months to 1 year 6l A E1F 135 734
1 to 2 years 15226 51 69
More than 2 years B2 1,172 1,137
19,685 15,953
The movements in provision for impairment of trade receivables are B RWFIBERERENEBOT
as follows:
2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR¥T T ARBTFT
At beginning of year F1) (1,137) (1,198)
Impairment losses recognised (note 6) BRI AEEE (MiEe) (34) (288)
Amount written off as uncollectible WhiE AR B B & 58 - 349
(1,171) (1,137)

174 Yongsheng Advanced Materials Company Limited Annual Report 2018



Notes to the Consolidated Financial Statements

17. TRADE AND BILLS RECEIVABLES

(CONTINUED)

Impairment under IAS 39 for the year ended
31 December 2017

Included in the above provision for impairment of trade receivables,
which was measured based on incurred credit losses under IAS
39, as at 31 December 2017 was a provision for individually
impaired trade receivables of RMB1,137,000 with a carrying
amount before provision of RMB1,137,000.

The ageing analysis of trade receivables as at 31 December 2017
that are not individually nor collectively considered to be impaired
under IAS 39 is as follows:

17.

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

BEZRBREAREREE (F)

fﬁbﬁ@[‘%’-‘ﬁ“h—,\J%wsﬁﬁﬁ

R-TE—+F+-_A=+—8 LilRERE
SR EREIREELA EEEENENES

JEMGRIE R ERET  BIEERNREE S EK
FIE 2 B AR EE1,137,0007T  HERBERTH
BREEAAK®1,137,0007T ©

RIE—tF+ A=t AREEKSHE
R 5 395k I & {8 5| s KRR BRI ER B 5 B IR
RIENREDTANT -

2017
—+tF
RMB’000
ARBFT
Neither past due nor impaired I 4 36 HA SR B 11,731
Less than 3 months past due B HA D PA3E A 2,281
3 months to 9 months past due w HASE A =98 A 734
9 months to 21 months past due BHAOME A =218 A 70
14,816

Receivables that were neither past due nor impairment relate to 3 4 360 HA ok R (B A FE WK IR B K =3 HA I SR HE

a large number of diversified customers for whom there was no REHHNDHMEP AR -

recent history of default.

Bills receivables relate to banks for whom there was no recent
history of default. There has not been a significant change in credit
quality.

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

FE U Rz BT HAN B R AL IRTT B - 15
EERYEEREE-

B B HME KR E /) B UK IR B A B A AN 5% B
BRIFBERBNBYLEFEH -REBEL
%ﬁ'ZIK’AET§$W7%E§EMEZ$%§M’F;%&@
BE RAREEERYEBEEAEE M
MR R 22U E -
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17. TRADE AND BILLS RECEIVABLES 17. EZRWRERERRERE (&)
(CONTINUED)
Impairment under IFRS 9 for the year ended 31 E-E-N\F+-A=+—HLF
December 2018 B 1R 15 B PR B 78 R 5 2E R 2ROk Rl B
An impairment analysis is performed at each reporting date BEDMRERE BRRABREEEETT U
using a provision matrix to measure expected credit losses. The HEEHREEER - BEXRDENABTRLUE
provision rates are based on days past due for groupings of various BREANZERTF 5 iﬁ }DJU R@mEBEHET -
customer segments with similar loss patterns. The calculation FZETERMBIEMEAER EBRERNSRS
reflects the probability-weighted outcome, the time value of money HEfRI G BB E $Iﬁ g AR KR ?K R 4%
and reasonable and supportable information that is available at the BEARABANEGERAEER —RME &
reporting date about past events, current conditions and forecasts 5 FE W FRIE a0 8 BR R 38 — F ] B ZH SR 74 o il
of future economic conditions. Generally, trade receivables are MAT/E BRI T LARSE o
written off if past due for more than one year and are not subject to
enforcement activity.
Set out below is the information about the credit risk exposure on TR AEEFEABRBERAENEFER
the Group’s trade receivables using a provision matrix: HIENEERRER
As at 31 December 2018 RZZE—-—N\F+=ZA=+—H
Past due
peug:t
Less than 3t012 Over
Current 3 months months 12 months Total
N 3fE A iR
ENEj 318 A Z12f8 A 1218 A st
Expected credit loss rate HHEEEHERX 0.09% 0.95% 25.19% 89.57% 5.95%
Gross carrying amount REAE
(RMB’000) (ARETT) 16,834 1,479 135 1,237 19,685
Expected credit losses BEEEER
(RMB’000) (AR®FT) 15 14 34 1,108 1,171

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

The bills receivables were due within 6 months. The Group has
closely monitored the credit qualities and the collectability of these
bills receivables and consider that the expected credit risks of them
are close to zero.
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31 December 2018 —Z— N\FE+_-A=+—H

18. PREPAYMENTS, DEPOSITS AND OTHER 18. ENRIE - RE R HMbEYFIELL

RECEIVABLES AND TRUST LOAN REWETXER
RECEIVABLE
(a) Prepayments, deposits and other (a) ERNRE ZERHEMEKRKIE
receivables
2018 2017
—E-N\F —E—+tF
RMB’000 RMB’000
AR¥T T ARET T
Deposit paid for a proposed MEZBR—RBEBSELN
acquisition from a related party* WEgm e ex 20,000 =
Prepayment to suppliers R e S T TR FROE 11,634 6,235
Deposits and other receivables T M E b R FRTE 5,410 1,183
Prepaid expenses TER RS 510 136
Interest receivables JE UL B 69 69
Value-added tax recoverable AT Y O] 1% (E 7 3,428 7,360
Less: Impairment allowance R E R = (95)
41,051 14,888

* On 1 November 2018, the Group entered into the
share purchase agreement with Astute Horizon Limited,
ultimately controlled by the Controlling Shareholder,
Mr. Li Cheng, to acquire 100% equity interests of First
Intelligence International Limited. As at 31 December
2018, the Group made a deposit of RMB20,000,000
pursuant to the terms agreed. The acquisition was
completed on 4 January 2019 with details set out in note
38 to the financial statements.

The above balances are unsecured, interest-free and have
no fixed terms of repayment. The carrying amounts of
deposits and other receivables approximate to their fair
values.

* RZBE—N\F+—A—RB A5EEHA
ESERAR (REBERBRES
AT AR ) BT ST AR A EE A LA R
BETLTEBERAR 2R E-
R-_B—NE+=-A=+—8 K&
EEREBEGRAINEZEEARE
20,000,0007c  ZMEEHER =T
—NWFE—AMBER FEEARZE
B IS R I 738 ©

baiEs R EER - 28 REREEEN

He-ge REMEYRRENETERR
NFERE-
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18. PREPAYMENTS, DEPOSITS AND OTHER 18. FARIE - RE R HEMEWFRIELL
REWETEER (F)

RECEIVABLES AND TRUST LOAN
RECEIVABLE (CONTINUED)

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

Movement of the impairment allowance of other receivables

(a)

ANRIE - RERAEMERRIER

(%)

H e YR BB E R EB T

is as follows:
2018 2017
—E-N\F —T—+tF
RMB’000 RMB’000
AR¥T T ARBFT
At beginning of year F4 (95) (95)
Amount written off as uncollectible MsH AR W EIR S 58 95 =
At end of year FR - (95)

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

The maximum exposure to credit risk as at the end of

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

18. PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES AND TRUST LOAN
RECEIVABLE (CONTINUED)

(b) Trust loan receivable

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —ZE—\&+=-A=+—H

18. AR - EHE R EMBWRIAN
REWVETEER (F)

(b) BEBRZEFLER

2018 2017

—E-N\F —E—+F

RMB’000 RMB’000

AR¥T T AREF T

Trust loan receivable JEWRETER 50,000 50,000

Trust loan receivable represents a six-month trust loan
lending arrangement with a commercial bank with an interest
rate of 6.5% per annum. The trust loan receivable matured
and was received on 11 July 2018. The new term of trust
loan receivable period is from July 12, 2018 to January 12,
2019.

19. FINANCIAL ASSETS DESIGNATED AS AT

FAIR VALUE THROUGH PROFIT OR LOSS

EREZEAERIEE —EEERITHNE
AZFXERBELE  FMER6.5% °
EREZAERBIBHERR =T N\FL
A+—BREB -FHEKEZEXERAR
BZE—\FLtA+-RAE-_Z—hLF
—HA+=H-

19. EERBEQAFEFARSZNER
EE

2018 2017
—E2-N\F T —+F
RMB’000 RMB’000
AR¥T T AREEFTT
Asset management agreement, BEEER® KATE
at fair value (note 35) (H$7E35) 68,134 60,600

For the years ended 31 December 2018 and 2017, Yongsheng
Dyeing (as asset entrustor) entered into certain asset management
agreements with the corresponding asset managers, pursuant
to which Yongsheng Dyeing agreed to participate in the asset
management plans operated by these asset managers and to
deposit investments to the designated accounts maintained by
the asset managers. The asset management plans mainly invest
in inter-bank deposits and bonds. The financial assets at 31
December 2018 and 2017 were classified as held for trading and
were, upon initial recognition, designated by the Group as financial
assets designated as at fair value through profit or loss.

BHE_Z—\FERZE—+tF+=ZA=1+—
HIEFE KBAE(EAEEZFTA)HAE
EEEBAVETEEEE RS Bt X
BRABRRBLHEZSEEEEABENEEE
BirEl WMEEETEARKRNEERSTFA
REE EECETEHEIERENRTRAES
HRESH ZESBMEER=T—\FR=Z
—+tFF+ A=+ —BHINABFEEE R
ML ERFEAEB T AIEAFE ABES
MEeREE-
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Sl B R

31 December 2018

—ET-NF+=ZA=+—H

19. FINANCIAL ASSETS DESIGNATED AS AT EBEARRAFEFAERNER
FAIR VALUE THROUGH PROFIT OR LOSS BE (#])
(CONTINUED)
The details of the investments at 31 December 2018 and 2017 are R_ZE—N\FrR_ZFE—+F+=-A=+—8"
set out below: ZERBERNFIBHIGT
Investment Fair value at
Assets Manager Custodian amount  Agreement date year-end
RERN
EEEEA HA-DN REE WHEAH AVE
RMB’'000 RMB’000
ARETT AREFT
2018
—E-N\§
Minsheng Wealth Investment China Merchants Securities Co., Ltd 20,000 17 July 2018 20,627
Management Co., Ltd
REMEREEEERAA REEHBRHERAF “E2-N\FtA++tAH
China Foreign Economic and Beijing Chaowai Street Sub-Branch of 46,150 17 July 2018 47,507
Trade Trust Co., Ltd China Merchants Bank Co., Ltd.
REHIMEER HETERAR BERTROBRA DL RBIERAT “E-\FtA+LtH
68,134
2017
—T—tE
Shenzhen Sidaoke Investment Limited ~ Ping An Bank Co., Limited, Shenzhen Branch 45,000 31 October 2017 45,462
(“SZ Sidaoke Investment”) (*Ping An Bank Shenzhen Branch”)
AT BERHEEBRA T FRETROBRADRNA 1T “E—+tFTA=+-H
(TRYMBERHEE]) (IMFRFTRNA1T])
China Resources SZITIC Trust Co.,Ltd ~ China Resources Bank Of Zhuhai Co.,Ltd, 15,000 1 November 2017 15,138
Shenzhen Branch
ERRERETARAR KEERRITROBRAARIDT —2—+tF&+—-A—H
60,600
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B 1 Bl 75 ¥R 2 Bl 5
31 December 2018 —ZE—\F+-F=+—H

20. CASH AND CASH EQUIVALENTS AND 2. ReRkREEFEYUARCERE
PLEDGED DEPOSITS £
2018 2017
=E2-N\F —E—+F
RMB’000 RMB’000
AR¥TF T ARBTT
Cash and bank balances R MIRTTHE & 81,483 132,837
Pledged deposits EEBFER 2,743 10,150
Time deposits TE HfF K 63,090 20,000
147,316 162,987
Less: Pledged as collateral B ERERAMNETERA
for issuance of letters of credit @ (200) (150)
Pledged as collateral ERBITELEEREERA
for bank acceptance bills Eiig il - (10,000)
Pledged as collateral for bank borrowings ERBITEELERAKTR (2,543) =
Cash and cash equivalents HeRRE&EEY 144,573 152,837
At the end of the year, the cash and bank balances of the REXR NEEBUARBHENR S RETHE
Group denominated in RMB were RMB143,233,000 (2017: fh A AR B143,233,000 (ZE—+F: AR
RMB111,925,000). The RMB is not freely convertible into other #111,925,0007T) - AR T EEERABRAR
currencies, however, under Mainland China’s Foreign Exchange B - AT ABIBEFR B AR (HMNE S IR IEH])
Control Regulations and Administration of Settlement, Sale and R (HEE - SERNETERE) AEEEE
Payment of Foreign Exchange Regulations, the Group is permitted BRERBRITLBARBSEMEMSE#EST
to exchange RMB for other currencies through banks authorised to SNEE ZE 75 o

conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily bank RITRESZRREBRITERIE - UFEHF X
deposit rates. Short-term time deposits are made for varying HOMAE -EHTHERFHTI— RTAE
periods of between 3 to 45 days depending on the immediate cash MEReFRKME NF=Z20+HXT
requirements of the Group, and earn interest at the respective short % Wik BRI HAE BAF SRR R BRER A B - 4R
term time deposits rates. The bank balances are deposited with THEBTFHAEE RS BB &K T D80
creditworthy banks with no recent history of default. RTT o
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Sl B R

31 December 2018 —Z—N\E+-A=+—H

21. TRADE AND BILLS PAYABLES 21. ESRNRERENERE
2018 2017
—E-N\F —T—+tF
RMB’000 RMB’000
AR¥T R ARBTT
Trade payables =) AE e 78,556 120,404
Bills payables BN RE - 20,000
78,556 140,404

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

RER BFRNFBARENRERERR

the year, based on the invoice date, is as follows: HMERER DT
2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
AR¥T ARMEFT
Within 6 months 618 AN 76,682 138,163
6 months to 1 year SEESNES 40 218
1to 2 years 1E24F 1,751 1,524
More than 2 years BT 83 499
78,556 140,404
The trade payables are non-interest-bearing and are normally HHRNFEARBERERARGOHBRANE
settled on 60-day terms. B
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23.

Notes to the Consolidated Financial Statements
B it il FREREMEE

31 December 2018 —Z— N\FE+_-A=+—H

OTHER PAYABLES AND ACCRUALS 22, Hih B RIER EFTRIA
2018 2017
—E-N\F —ET—+t%F
RMB’000 RMB’000
AR¥T R AREF T
Advance from customers BRI - 7,479
Contract liabilities SHAE 15,072 -
Accrued payroll et TE 16,700 21,434
Accruals FEET IR 812 1,364
Interest payable FEAT 78 51 =
Value-added and other taxes payable FET AR R EMFRIE 7,972 4,836

Payables for purchase of property, BEYWE BEREEN

plant and equipment FE 5R 5,666 10,156
Others Efy 3,718 3,506
49,991 48,775

All the amounts interest payable, value-added and other taxes FrEEMFIE  EITIEER RE
payable, payables for purchase of property, plant and equipment
and other payables are non-interest-bearing and have an average

term of three months.

A BE

WD - RS Re R B FE A5 R T DA B LA R AN 3R
BEARTAERFEFHAR=@EA -

INTEREST-BEARING BANK AND OTHER 23. GFERITRHEAMMERK
BORROWINGS
2018 2017
—E-N\% —T—+tF
Effective Effective
interest interest
rate(%) Maturity RMB'000 rate(%) Maturity RMB'000
BRAIE%) HHA ARBTR EBEFE%) 2188 ARETT
Current
mE
Bank loans - secured 4,57 4, December, 2019 15,000 4.35 31, March, 2018 10,000
RITER-FER “E-NF —Z-N\F
+=-AmA =R=1+—H
Bank loans - secured 4,75 20, June, 2019 5,000 4.35 3, November, 2018 5,000
RITER-FER “E-NF —Z-N\F
AAZTH +—A=H
Bank loans - secured 4.79 15, January, 2019 2,700
RITER-FER “E-hE
—-AtEA
Bank loans - secured 4.79 16, March, 2019 15,000
RITER-FER “E-hE
=ZAt+XH
37,700 15,000
KEFMRAERAT 2018F®R 183
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31 December 2018

—ET-NF+=ZA=+—H

23. INTEREST-BEARING BANK AND OTHER
BORROWINGS (CONTINUED)

23.

STRBITREMMER (&)

2018 2017
—E-)\EF —E—tF
RMB’000 RMB’000
AR®T R ARETT
Analysed into: aRiiw=N
Bank loans: IRITER
Within one year R—FRA 37,700 15,000
Notes: Mo 5E -

(@) The Group’s bank loans are secured by:

(i)

mortgages over the Group’s buildings, which had an
aggregate carrying value at the end of the reporting
period of approximately RMB31,309,000 (2017:
RMB8,547,000);

mortgages over the Group’s land use right, which had
an aggregate carrying value at the end of the reporting
period of approximately RMB11,585,000 (2017:
RMB8,782,000);

the pledge of certain of the Group’s bills receivables
amounting to RMB1,850,000 (201 7:nil);

@ AREZBRITERHTIISERHER:

(i)

REBEEHREALAEAOARE
31,309,000 (ZZF—tF: AR¥
8,547,0007T ) Z AN BEIEF 2 1215 ;

REEHREAAEANARE
11,585,000 (ZE—+tF: AR
8,782,0007T) Z? AEE Lt FAE 2
%

AEBE S A AR1,850,0007t (=
T—+F ) 2ETRREEZE
o

(v)  the pledge of certain of the Group’s time deposits vy AEEEIEAARE2543,0005T (=
amounting to RMB2,543,000 (2017: nil). T—tF: D) zETEHERZE
o
24. GOVERNMENT GRANTS 24. BIFER

2018 2017

—E-N\E —E—+F

RMB’000 RMB’000

ARET R AR T T

Government grants BT & B 12,510 13,735

Less: current portion B, BNERER 5 (1,225) (1,225)

11,285 12,510
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31 December 2018 —ZE—\F+-F=+—H

24. GOVERNMENT GRANTS (CONTINUED) 24. &R (&)
Movements in government grants are as follows: BT EBEBHMOT
2018 2017
—E-N\F —E—+tF
RMB’000 RMB’000
AR¥T ARETFT
At the beginning of the year F9) 13,735 14,960
Amortised as income - V-1 ON (1,225) (1,225)
At the end of the year FR 12,510 13,735
The grants were related to the subsidies received from local ZEEPEREAETRENRAIHERE
government authorities for the purpose of compensation for BN HERESHHA AR W ABRZEKRA
expenditure on certain facilities and were credited to a deferred R-ZSEDNHBEERAERFHRBRE
income account. The grants were released to profit or loss over the B e

expected useful lives of the relevant assets.

The Group also received certain financial subsidies from local ZNER B IR B Hh IR T A R M 1S A T B R B A
government authorities to support local business. There were no TIREMER ZEBRN BRI EEMARENX
unfulfilled conditions and other contingencies relating to these B R At s A TH - ZFZ AT & B B
government grants. These government grants were recognised in Fr{E PR -

profit or loss when received.
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B 1 Bl 75 ¥R Bl 51
31 December 2018 —ZE— \F+-H=+—H

25. DEFERRED TAX ASSETS/LIABILITIES 25 EERIBEE, &
Movements in deferred income tax assets and liabilities, without BEMSREERABES (RAF REHE
taking into consideration the offsetting of balances within the same —BBRERBRANMER) T

tax jurisdiction, are as follows:

The movements in deferred tax assets: BT IBE Ea#
Write down of Provision for
inventories impairment of
to their net trade and
realisable ~ Government other
value grants Accruals  receivables  Tax losses Total
ESEURE
FEMAZE REMER
HA#RRE BRE BHFE FERERE HEER @t

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

At 1 January 2017 R-E—t&F—-A—H 179 2,244 3,326 194 274 6,217
Deferred tax credited/(charged) to FERPBRFTA/ (M)
profit or loss during the year ERERE 251 (184) 444 ¢] 9% 598

At 31 December 2017 and 1 January 2018 RZZ—tF+=A=1+-H

k=E-N\§-A—-H 430 2,060 3,770 185 370 6,815

Deferred tax credited /(charged) to FERRBIEA/ ()8

profit orloss during the year ERLHE (157) (184) (1,110) 5 (370) (1,816)
At 31 December 2018 RZE-NF+ZA=+-H 273 1,876 2,660 190 = 4,999
The Group has tax losses arising from Hong Kong of AEBRBAEAEENBHEBEEARE
RMB1,060,000 (2017: RMB1,433,000) that are available 1,060,000 ( =& — £ : A K ¥1,433,000
indefinitely for offsetting against future taxable profits of the 7T ) F] R IR ARE SH B AR B 1R D R Y R K B
companies in which the losses arose. R At ) o
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31 December 2018 —ZE—\F+-F=+—H

25. DEFERRED TAX ASSETS/LIABILITIES 25 BLEBHEE &E (F)
(CONTINUED)
The Group has tax losses arising from mainland China of AEBRFREAMEENHEBSBARE
RMB521,000 (2017: RMB384,000) that will expire in one to five 521,0007T (=& — £ F : AR %384,0007T)
years for offsetting against future taxable profits. HEEARERRAFNMSBER—ERFE

o

Deferred tax assets have not been recognised in respect of the MEREBRARKE1,581,0000T (ZT—+t4F:
losses of RMB1,581,000 (2017: RMB1,433,000) as they have AR¥1,433,0007T ) ERELERBEE AR
arisen in subsidiaries that have been loss-making for continuously ZEEBTREFERNEBMRENNE QR
and it is not considered probable that taxable profits will be BRABT KA EART &M A A AR IET 18
available against which the tax losses can be utilised. B8
The movements in deferred tax liabilities are as follows: BEHIEEENEBOT

Unrealised Unrealised

interest fair value  Withholding
income  adjustment tax Total
RER RER

FEHA AVLESRER A st

RMB'000 RMB'000 RMB'000 RMB'000
ARBTLE AREBTT ARETT ARETR

At 1 January 2017 RZZE—t§—-H—H (10) (578) (8,685) (9,273)
Deferred tax (charged)/credited to FRRBS (NK),/FANELERHE
profit or loss during the year - 488 (4,101) (3,613)

At 31 December 2017 and 1 January 2018~ R=F—+F+-A=+—HK

“T-\F—A—H (10) (90) (12,786) (12,886)
Deferred tax (charged)/credited to FRREBE (NBR) /ALK
profit or loss during the year ERETIE - (207) (3,467)* (3,674)
Withholding income tax paid ENERRASEH - - 1,350* 1,350
At 31 December 2018 RZE-N\F+=A=1+—H (10) (297) (14,903) (15,210)
* The amount as at 31 December 2018 represented a deferred * RZZBE-—NF+ZA=+—HNSEEEAR
tax provision of RMB3,467,000 on the distribution profits of AR R BIRt A B A R FAREGINEE
the Company’s subsidiaries in Mainland China after offsetting ERREEENEFRBELERBEBEEFEAR
the realised deferred tax liabilities of RMB1,350,000 arising 51,350,000 W SH 1 L EH B R B9 K
from dividends declared by these subsidiaries to their foreign i I R HE B 3 3T A 78 8 4 A R 153,467,000
investors during the year. ik
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25. DEFERRED TAX ASSETS/LIABILITIES 25. ﬁﬁﬁlﬁﬁé/ﬁfﬁ (#&)
(CONTINUED)
For presentation purposes, certain deferred tax assets and RAEINT ETELEHBEEERABERA
liabilities have been offset in the consolidated statement of financial HHBRRERREE - AT ABAREEAELT
position. The following is an analysis of the deferred tax balances of THEBR YV BHRE B NTESIT:

the Group for financial reporting purposes:

2018 2017
—E-)N\F —T—+tF
RMB’000 RMB’000
AR¥T R AREF T
Net deferred tax assets recognised in the & OF I kR R R A
consolidated statement of financial position R IB A EF R - 369
Net deferred tax liabilities recognised in the RE O kR R R 8
consolidated statement of financial position BT IE A EFE (10,211) (6,440)
26. SHARE CAPITAL 26. R
Shares % 4
2018 2017
—E-N\F —T—+F
RMB’000 RMB’000
ARMT T ARMEF T
Issued and fully paid BEIT MR
394,487,500 (2017: 400,925,600) 394,487 ,500/% ( =T —+ 4 :
ordinary shares 400,925,6000% ) i/ ik 3,121 3,173
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26. SHARE CAPITAL (CONTINUED)
Shares (Continued)

A summary of movements in the Company’s share capital is as
follows:

31 December 2018

S 1t il 35 ¥R 2R Bl 5
—T-NF+=A=+—H

26. B2 (#E)
B ()

ARRARBRAEHERBLENT

Number of Share
shares Share premium
inissue capital account Total
BRfT
BHEE BR  ROREE @t
RMB’000 RMB'000 RMB'000 RMB'000
ARETT ARBTT AR®FTR ARETR
At 1 January 2017 R-E—+t&—fF—H 400,000,000 3,165 195,859 199,024
Share options exercised () BTERERER 925,600 8 1,546 1,554
Dividends paid to shareholders of the Company R 2 Al B3 52 Ak &, - = (24,046) (24,046)
At 31 December 2017 and 1 January 2018~ R=ZF—+F+-A=+—HK
“T-\F—H—H 400,925,600 3,173 173,359 176,532
Share repurchased (o) BERRH b) (9,940,000) (82 (22,299) (22,381)
Share options exercised () BTERERER 3,501,900 30 5,882 5,912
Dividends paid to shareholders of the Company [ 2 Al B3 52 Ak B, - - (26,285) (26,285)
At 31 December 2018 RZZ-NF+ZA=1—H 394,487,500 3,121 130,657 133,778
(@)  The subscription rights attaching to 3,501,900 (2017: @  3,501,9001% (== —+ 4 : 925,60017 ) ##

925,600) share options were excised at the weighted average
subscription price of HK$1.252 (2017: HK$1.293) per share
(note 27) resulting from in the issue of 3,501,900 (2017:
925,600) ordinary shares for a total cash consideration,
before expenses, of approximately RMB3,802,000 (2017:
RMB1,013,000). An amount of approximately RMB2,110,000
(2017: RMB541,000) was transferred from the share option
reserve to share premium account upon the exercise of the
share options.

(b)  The Company repurchased 9,940,000 of its ordinary
shares on the Stock Exchange of Hong Kong Limited for
a total consideration of HK$27,129,000, which amount to
approximately RMB22,381,000. The repurchased shares were
cancelled during the year and total amount paid for the purchase
of the shares of has been charged to share capital and share
premium of approximately RMB82,000 and RMB22,299,000
respectively.

RAERENOREEZGRI22ETL(=ZF
— - F :1.2038 L) M INE TR BB
T (HsE27) N BB SRE (B E
FA AT #) A R #3,802,0007T (=& —+ 4 :
AR #1,013,0007T ) #173,501,9008% (==
— % : 925,6000% ) & iAo BB AR
2,110,0007T (=& — £ F : AR ¥541,000
TL) B R BRI 1T By R B IR R i e

=R EER-

AN B A 48K (827,129,000 T ( AEA A
R#22,381,00070) RE BB AR S ER
A 188 B H9,940,000/% & % - B B B i 15
RERNTHMABLRBROENNALEE S
B AR R B 47 i (8 BR 9 Bl 30 Bk 49 A R #682,000
TR A R#22,299,0007T ©
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27. SHARE OPTION SCHEME 27. BRETTE

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

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

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

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

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

Share options do not confer rights on the holders to dividends or to
vote at shareholders’ meetings.
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27. SHARE OPTION SCHEME (CONTINUED)

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

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

The following share options were outstanding under the Scheme

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

27. BREETE (&)

R—_ZE—AF— A B 39REECER
15,000,00017 B #E - FEEHBN F =T —<
FNA-_HE-_ZE_RAF—AAHRKEITEEAE
1488 - ERHERENEEA AR T
HEE 4o

MN-_E—RFE+-_A=1H 462 EECER
16,300,00017 B #E - FEEHBN T2 —+
FNA—HBE-_Z-_AF+=-A=+HKR{TE
BAEEBR12EBTT CEIBRENTSHB A
REBHE+F-

70 ST BT T UL TR AR R 1T -

during the year:
2018 2017
—E-N\E —T—t#F
Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
mE¥H AT
THE BREHE 1B EREHA
HKD ’000 HKD ‘000
per share per share
=1 T4 BRETT Tn
At 1 January n—HA—H 1.503 24,612 1.503 26,618
Granted during the year FAKL
Exercised during the year FRITE 1.252* (3,502) 1.293* (926)
Forfeited during the year FRRK - - 1,503 (1,080)
At 31 December ®+=ZA=+—H 1.503 21,110 1.503 24,612

The weighted average share price at date of exercise for share
options excised during the year was HK$2.59 per share (2017:
HK$1.83).

*

The adjusted exercise prices were in line with the dividend issues
approved by the board of directors.

FRNETEBRERITEBR B Z MEFTHR
MERABR259BT(ZE—+LF:1.83%
JT) °

* KRBETRENAESSHEZRSRET-
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27. SHARE OPTION SCHEME (CONTINUED)

—NF+=A=+—8

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

2018

Number of options

Exercise price*

Exercise period

27. Eﬁﬂﬁ%ﬁij (nﬁ)

RBEER MARTEERENTEERITE
BN R

—2-N\F

BREHE TEE> TR
‘000 HKD
per share
F15 BRAB T
4,036 1.48 2 April 2016 to 5 January 2025
—E-RFMOMA-HE-ZE_RAF—AAA
4,036 1.48 1 April 2017 to 5 January 2025
—E—+tFMNA—HE=-ZE-_AF—AAA
6,504 1.52 2 April 2017 to 30 December 2025
—+tFMAZHE=Z R +=-HA=+H
6,534 1.52 1 April 2018 to 30 December 2025
T \FOA—HAE_E-_AF+-HA=+H
21,110

2017

Number of options

Exercise price*

Exercise period

BREHE TEE" 1T{EHA
000 HKD
per share
T4 BRAET
5,361 1.48 2 April 2016 to 5 January 2025
—E-RFNA-BE-_ET_-_RAF—HAAH
5,361 1.48 1 ApriI 2017 to 5 January 2025
—t+tFMOMA—RBAE_ET-_AF—HAH
6,930 1.52 2 April 2017 to 30 December 2025
—+tFOMA-RAE_E-_RAF+=-A=+H
6,960 1.62 1 ApriI 2018 to 30 December 2025
—\FEMWA—HE_ZE-_HAF+=-_A=+H
24,612
* The exercise price of the share options is subject to adjustment * FERR R TT (R (B o] E FE AR Sk AR BB 18+ 3k

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

in the Company’s share capital.
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27. SHARE OPTION SCHEME (CONTINUED)

The fair value of the share options granted were RMB8,556,000 for
15,000,000 share options granted on 6 January 2015 (RMB0.57
each) and RMB10,669,000 for 16,300,000 share options granted
on 30 December 2015 (RMBO0.65 each), of which the Group
recognised a share option expense of RMB525,000 during the
year ended 31 December 2018 (2017: RMB3,5083,000).

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

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

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

27. BREETE (&)

ERLNERENATFTER - —HF—
A 75 B H /915,000,000 B # A& AR
8,556,0007T (B AR®O057T) Rt =F
—AFE+=A=+HEHHN16,300,0001
BT A AR #10,669,0007T (&) AR
0.6570) HAAEBERBEZ-T—/\F+=
A=+ HLFEHERERERIARE
525,000t (=& — 4 AR ¥3,503,000
TT) °

FRMRERESERRENE L BB R E

P )35t A6 SR IR IR (F 1R 2 B — TR VIR AL T
ERFE TRIIGAAEL & AR

R-ZZT—RF— A/NBETA15,000,00015 i

R -
Dividend yield (%) P& B (%) =
Expected volatility (%) T8 HA R 18 (%) 43.78
Risk-free interest rate (%) [ Bgz 1) = (%) 1.752
Expected life of options (year) AR ERTEEAERR (F) 10
Share price (HK$ per share) RE (ZRABT) 1.46

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

R-ZE—RF+-A=+HELH16,300,000

19 FE AR A
Dividend yield (%) P& B (%) =
Expected volatility (%) T8 HA R 18 (%) 52.30
Risk-free interest rate (%) 42 352 1) 2 (%) 1.57
Expected life of options (year) M ERTEHAERR (F) 10
Share price (HK$ per share) RE (ZRABT) 1.62

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

BRENBEHFRABRENSOFR -AH
KIERRESLKBARRBEHEENRE
ARBETN—ERERER-
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27.

28.

—ET-NF+=ZA=+—H
SHARE OPTION SCHEME (CONTINUED)

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

About 3,502,000 (2017: 926,000) share options exercised during
the year end 31 December 2018 resulted in the issue of 3,502,000
(2017: 926,000) ordinary shares of the Company and new share
capital of approximately RMB30,000 (2017: RMB8,000), as further
detailed in note 26.

At the end of the reporting period, the Company had 21,110,000
share options outstanding under the Scheme. The exercise in
full of the outstanding share options would, under the present
capital structure of the Company, result in the issue of 21,110,000
additional ordinary shares of the Company and additional share
capital of approximately RMB185,000 (before issue expenses).

At the date of approval of these financial statements, the Company
had 21,110,000 share options outstanding under the Scheme,
which represented approximately 5.35% of the Company’s shares
in issue as at that date.

RESERVES

The amounts of the Group’s reserves and the movements therein
for the current and prior years are presented in the consolidated
statement of changes in equity on pages 108 of the financial
statements.

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

The foreign currency translation reserve comprises all foreign
exchange differences arising from the translation of the financial
statements of operations with a functional currency other than
RMB.
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27.

28.

BRESTE (&)

ATE SR o 3 A B R AR A A EL
e

BB sEeE — Sl BHEZZT —N\F
+ZA=+—HB1EFEE 743,502,000
D (—Z—+ 4 :926,00017 ) BB AEE KT
3,502,0000% ( == — + 4 : 926,000/% ) &~ 2
A) i AR R AR AN H9 A R 830,000 (=&
—+tF: AR¥8,0007T) °

RBEEHR A2 R&ZFEEBETE
21,110,00017 14 K175 BE AR - R R AR A B3]
B YRR AN B0 - AR BT T 0 (W R 1T (50 A B AR A ]
R INEE1T21,110,00008 A 2 7] E @A K
FEOMNR R 49 A R #185,0007T (15 3175 X
A o

7

EN

RIER S BRE DM AR VLR E
ERAR

F21,110,00017 i AR 77 3£ 8 B » 48
AR B B BT #£5.35% °

(GRS

AEERERAFERBEFENSRLE
FHNUBHRRFIBEANAHEREHRE
5l o

BRE(hEARXMBERBE) - AEEET
MEBARERAEALE ARRABPEA
RAME & 5 2RI AT EE T 2 BC E10% B B 1% )4
NEERBEEBHHR BEEEHERBEED
HEBEMERNS0% - EET (PEARK
MBRRLE) BIIMETREBRT  #0E
TE 2 B 1 1 P AR R DASE N BRAS - BT IR R B AR
EROBBETEIREMEARM25% °

SNEIE R B R IRRET GRS ARKIASN
MEBHBERREENMBELZR -
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29. PARTLY-OWNED SUBSIDIARIES WITH 20 BEERFERERWIEZEM
MATERIAL NON-CONTROLLING == N
INTERESTS
Details of the Group’s subsidiaries that have material non- REBEBBEAEZER BB A RFEEH
controlling interests are set out below: a0
2018 2017
—E-N\F T —tF
Percentage of equity interest held by EERERFTFENRER DL
non-controlling interests:
Hangzhou Fiber Akl 30% 30%
Nantong Fiber gk g 33% 8%
Yongsheng 3D Printing KER = HEFT ) 40% 40%
2018 2017
=E2-N\F —E—+F
RMB’000 RMB’000
ARBT T ARET T
Profit/(loss) for the year allocated to BT IEIERRER Y
non-controlling interests: FRmEF, (FE) -
Hangzhou Fiber LN AL 4,931 4,572
Nantong Fiber [Eapikeg 1,279 1,827
Yongsheng 3D Printing KEE = HEFT ED (237) 97)
Dividends paid to non-controlling AN AL B8 ) SEHE AR 1 2
interests of Hangzhou Fiber TRE 20,296 9,000
Dividends paid to non-controlling ) R B A A ) SRR R I 2
interests of Nantong Fiber SRR B 1,018 2,000
Acquisition of non-controlling Uit HES e R A ) SRR AR A 2
interests of Nantong Fiber* (4,504) -
Disposal of non-controlling interests of o R B A A Y R AR 2
Nantong Fiber* 17,556 -
Capital injection from non-controlling RN IR R T E
interests of Nantong Fiber - 1,600
Accumulated balances of non-controlling R¥RE B AR IE R =
interests at the reporting date: RETHEH:
Hangzhou Fiber ARt 20,151 35,516
Nantong Fiber R 20,071 6,758
Yongsheng 3D Printing SKER = HEFTED 3,536 3,773
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29. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING
INTERESTS (CONTINUED)

ke

On 15 August 2018, the Group acquired 5% equity interest in
Nantong Fiber from a non-controlling Shareholder with a cash
consideration of RMB4,237,000. The carrying amount of the
acquired non-controlling interests on the date of acquisition
amounting to RMB4,504,000. The difference between the
consideration paid and the carrying amount of the non-
controlling interests amounting to RMB267,000 was credited
into the other reserve. Upon the completion of the acquisition,
the Group had 97% interest in Nantong Fiber.

On 6 November 2018, the Group disposed 30% equity interest
in Nantong Fiber to a non-controlling Shareholder with a cash
consideration of RMB17,661,000. The carrying amount of the
disposed non-controlling interests on the date of acquisition
amounting to RMB17,556,000. The difference between the
consideration received and the carrying amount of the non-
controlling interests amounting to RMB104,000 was credited
into the other reserve. Upon the completion of the disposal, the
Group had 67% interest in Nantong Fiber.
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2. BEEXRFEREENIFZEMR
Baw (&)

ok

RZZE—NEFENA+RB KEER—RIE
PRAR % PR UL B R B A M OB %R - RS RE
B ARYA4237,0007T c AU EE B H - B UE
2 IEPERR i s BRI (A A A R #54,504,0007T °
ENRERIEERESZEEEZEZBAR
#267,0007CaT AE AR - RUREE BIBTERK
% NEBRBBEBHEITw%ES

R-ZBE—NE+—A~B ANEER—RIE
72 R% A% R R A 4 INB0% AR IR &K
BAARE17,661,0007T - AUEEBET 2 H
EZIEERERRAEAARY17,556,000
TLo BURENZ KB MIEIERER 2 REEZ
ZE A RM104,0007T 5T A H 745 - A
EEHETKE  ANEEFEEBEHE6TIE
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29. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING
INTERESTS (CONTINUED)

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

2. BEEARFEREZNIFEZEMR
Baw (&)

TR LFINE R AN HERBEE - fTiK

The following tables illustrate the summarised financial information
of the above subsidiaries. The amounts disclosed are before any

inter-company eliminations:

BoRANBEMARIMEHIER

Hangzhou Yongsheng
2018 Fiber Nantong Fiber 3D Printing
—E-N\F ML 4 RO A% KB = HEITED
RMB’000 RMB’000 RMB’000
AR¥TR AR¥T R AR TR
Revenue Wz 180,642 296,931 235
Total expenses BRx (164,224) (286,793) (827)
Profit/(loss) and total comprehensive FREF/ (BE) R
income/(loss) for the year 2EWA/ (BE) @8 16,473 10,138 (592)
Current assets TBEE 135,562 144,532 8,894
Non-current assets FEMEEE 36,771 158,090 72
Current liabilities mEAaE (100,308) (237,352) (126)
Non-current liabilities EnEIR=N (4,854) (4,450) -
Net cash flows from operating activities ~ &&EHFEHREREFHE 1,550 40,537 762
Net cash flows from/(used in) investing & & &S, (FiA)
activities Reng#s 2,657 (41,992) -
Net cash flows from financing activites ~ B & ZEFIBEEREFHE - 1,577 -
Net increase in cash and Re kA eSEMENFE
cash equivalents 4,207 122 762
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29. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING

2. BEEXRFEREENIFZEMR
Baw (&)

INTERESTS (CONTINUED)

Hangzhou Yongsheng
2017 Fiber Nantong Fiber 3D Printing
25 ppAEs [FIREE KER = T ED
RMB'000 RMB’000 RMB’000
AREETFT AREFT ARBFT
Revenue Wz 232,269 217,104 94
Total expenses MY (217,030) (194,270) (337)
Profit/(loss) for the year FRmF,/ (EE) 15,239 22,834 (243)
Total comprehensive income FRE2EBARE
for the year 15,239 22,834 (243)
Current assets mENEE 121,505 148,233 8,710
Non-current assets ERBEE 37,581 152,789 794
Current liabilities mEBAE (35,877) (212,551) (71)
Non-current liabilities ERFERE (4,822) (3,996) -
Net cash flows from operating activities ~ & & /EEFIFH L REFHE 69 30,528 17
Net cash flows used in investing activities & ZEFTRE L REFHE 2,702) (65,516) ®)
Net cash flows from financing activities ~ B E ZEFIERSREFE - 35,000 =
Net (decrease)/increase in cash and BeRReEED
cash equivalents CRD) /e (2,633) 12 14
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30. OPERATING LEASE ARRANGEMENTS 30. KEHEZH
(a) As lessor (@) EAEREA
The Group leases its Industrial land under operating lease AEBBECEHERHLAETER
arrangements, with three years lease term. The terms of the W -HERAR=F —MMmME HEKK
leases generally require the tenants to prepay a certain rent. REMFARENETHS -
At 31 December 2018, the Group had total future minimum RZZE-—NFE+=_A=+—H &%
lease receivables under non-cancellable operating leases BEEEAFZ A BHELEHEERU
with its tenants falling due as follows: TR B HR A B R SR (KA & 42 ZR a0
T
2018 2017
—g-N% —T i
RMB’000 RMB’000
ARMT T AREF T
Within one year —F R 186 -
In the second to fifth years, inclusive EFE_FRERF
(BIEERMF) 211 -
397 -
(b) As lessee (b) EBEBA
The Group leases certain of its office properties under AEBBECEHELHHEBES T
operating lease arrangements. Leases for properties are NEYE - KHEE WERERNTT—
negotiated for terms ranging from one to two years. EMERF-
At 31 December 2018, the Group had total future minimum RZZE—N\FE+=_A=+—H & &
lease payments under non-cancellable operating leases AR5 N 0] BUSH 48 & FH & % DA T R R B A1
falling due as follows: RENRRREHRSEELT :
2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
AR¥T T AREF T
Within one year —F R 806 152
In the second to fifth years, inclusive EFE_FRERF
(BIEERMF) 331 -
1,137 152
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31. COMMITMENTS 31. i

B £ XM EESORTRH L MR E M EASESN R
SEH NREEMEAAZNT:

In addition to the operating lease commitments detailed in note 30
above, the Group had the following capital commitments at the
reporting date:

2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
AR¥T T AREF T

Contracted, but not provided for: BERT#E R
Land and buildings TH RIEF 4,944 =
Plant and machinery 5 K& 400 27,709
Investment ®"E 180,000 =
185,344 27,709

32. RELATED PARTY TRANSACTIONS AND 32. BEFR I R

BALANCES

(@) Name and relationship () BERBER

Name of related party
BEL AR

Relationship with the Group
BEAKEEEF

Hangzhou Yongsheng Group Limited
MM KB EEBR AR

Fuyang Jingshang Agriculture Development
Company Limited
ESREERREREBERLA

Hangzhou Xiaoshan Yongsheng Foreign
Trading Company Limited
MINFRIL K B T ONE 5 B R A A

Hangzhou Yongsheng Holdings Limited
MM K BERIZER B R A R

HUVIS Corporation and its subsidiaries
KRG HEHUVIS K E B A A

Controlled by the Controlling Shareholder
FR 28 AR AR R 2 1

Controlled by the Controlling Shareholder

e 12 S A SR 4%

Controlled by the Controlling Shareholder

i 48 A A BR 2

Controlled by the Controlling Shareholder
128 IR IS PR 42 o

Joint venture partner and its subsidiaries
BECEEHLENB AR
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32. RELATED PARTY TRANSACTIONS AND 2. BEAR R (E)
BALANCES (CONTINUED)

(@) Name and relationship (Continued) () BWKEEHZ (&)
Name of related party Relationship with the Group
HELER BEASEIER
Hangzhou Shining 3D Tech Co., Limited Joint venture partner
MM LR =R BN BR AR SELEBH
Hangzhou Daoxuan Film Tech Co., Limited Controlled by the Controlling Shareholder
MMNEZZ R RBR AR 458 AR A SR 2
Yongsheng (HK) International Co., Limited Controlled by the Controlling Shareholder
X (BE)BEBRBERAT P 122 s P BR 2 o
Yongsheng Financial Holding Limited Controlled by the Controlling Shareholder
KB RERAER QA i 4% AR A SR 2
Astute Horizon Limited Controlled by the Controlling Shareholder
ERBRAA P 122 s P BR 2 o
First Intelligence International Limited Controlled by the Controlling Shareholder
ATERERAR i 4% AR A SR 2

Chang Sheng Estate Management (Hangzhou)  Controlled by the Controlling Shareholder
Co., Ltd
MEEE (M) BRAA B 28 AR AR R 2 A

Yong Hao Investment Management (Hangzhou)  Controlled by the Controlling Shareholder

Co., Ltd
MM AGEREEIRER A A PR 22 A% R SR
Philosojoy Investment Limited Controlled by the Controlling Shareholder
AR EER A A FA 2R A A SR A
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32. RELATED PARTY TRANSACTIONS AND 32. BEHZRZ Rk ()
BALANCES (CONTINUED)

(b) Related party transactions (b) BEARS
In addition to the transactions and balances otherwise PRULSHEHREEME D AEENZS
disclosed else in these financial statements, the Group had NG REBEBEIEETAT
the following material transactions with related parties: BRRG:
2018 2017
—E2-N\F —E—+F
Note RMB’000 RMB’000
ihr=s AR¥T T AREBTFT
1) Purchases of goods 1) KEE® (i)
— HUVIS Corporation and —HRAFHHUVISE
its subsidiaries HETB AR 29,097 67,388
— Fuyang Jingshang — KB B 5 88 8 A RE
Agriculture BERZEBRAA
Development
Company Limited 38 50
— Hangzhou Yongsheng — Tk R & E
Group Limited BRAA - 1
29,135 67,439
2) Management fees paidto  2) [A—ZEEH I (i)
arelated party =REE =
— Yongsheng (HK) —KkE& ()
International Co., Ltd BRABERARA 719 -
719 =
3)  Sales of goods 3 HEEMm (il
— Hangzhou Shining 3D — MR = R
Tech Co., Limited & AR A E] - 94
— Fuyang Jingshang — KB E [ 88 8 A R
Agriculture BEHRZEBRAA
Development
Company Limited - 2
- 96
4)  Storage fee received from  4)  [AIREE T WEETFE B (iv)
related parties
— Hangzhou Xiaoshan — WU IN B L oK BR A
Yongsheng Foreign B S5ER A
Trading Company
Limited 51 64
51 64
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32. RELATED PARTY TRANSACTIONS AND
BALANCES (CONTINUED)

(b) Related party transactions (Continued)

Sl IR &M

31 December 2018 —Z— N\FE+_-A=+—H

32. BEARZ N & (&)

b) BELFXRZ (&)

2018 2017
=E-N\F —T—+tF
Note RMB’000 RMB’000
ih=s AR¥F T AR®TT
5)  Agency service fee 5 M—REERWERE v)
received from a related R &
party
- Hangzhou Xiaoshan — 0 & L ok B A
Yongsheng Foreign ZH5BEMRRA
Trading Company
Limited 3 67
- Yongsheng Financial — KB & BT AR
Holding Limited BR AR 377 -
380 67
6) Purchases of property, 6) MHBEWE- BELZE (vi)
plant and equipment
— Hangzhou Xiaoshan — WU IN B L oK BR A
Yongsheng Foreign B S5ER AT
Trading Company
Limited - 8
- 8

Notes:

(i)

(i)

(iv)

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

The management fee was paid for the management
and administrative services provided by Yongsheng (HK)
International Co., Ltd, a company which controlled by the
controlling shareholder of the Group. The management
fee was charged pursuant to the terms in the agreement
signed between the Company and Yongsheng (HK)
International Co., Ltd.

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

The storage fee received from related parties was
charged at prices similar to those offered to other
customers of the Group.

B & -

0 HEEERIDEEHTHERNZIZE
FAEEORRERMGEIET -

iy EEBHAXMKE (HB)ERER
AR (AAEBIERARREEH 2 7))
etz BB RITHRIE - ERE )
BIEARQAFEXE (B8 EERAERA
RIZRE] 2 1 IR AR ER ©

iy mEEFLENREETAERNE
EREHN AR BRAIEGET

(v)  [RIREETT WA R B R TR iR ¢
TAKEEMEFNERBSER
i
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32. RELATED PARTY TRANSACTIONS AND 2. BEARZ R (E)

BALANCES (CONTINUED)

(b) Related party transactions (Continued)

Notes: (Continued)

(v The agency service fee received from a related party
was charged at prices similar to those offered to other
customers of the Group.

(v The purchases of property, plant and equipment were
made at prices similar to those offered to other customers
of the Group.

(b) BELFXRZ (&)

B eE: (&)

V) A BEEDWERRIERE B EE
HIAEEEMEPMERES-

v BEDE BELRREHRERHK
FTAERBEEMEFPHE ZERE

7o

(c) Outstanding balances with related parties (c) HEEESFNKREELS
Disclosures pursuant to section 383(1)(d) of the Hong RIEE B (D AHEH) £383(1)d) KR
Kong Companies Ordinance and Part 3 of the Companies (RE (BBESFNZER)HM)Y £3
(Disclosure of Information about Benefits of Directors) MEERERNT
Regulation are as follows:

Maximum At Maximum
amount 31 December amount
At  outstanding 2017 and outstanding At
31 December during 1 January during 1 January
2018 the year 2018 the year 2017
R-B-t%
+=A
RZB-N\F =t+-Ak
+=h EnBE —EB-N\F ERGE RZE—tF
=+-0 AEELE —-B-H AEELE —R—-AH
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
ARBTT AR¥Tn AR¥ETR ARETT ARETR
Due from related parties W BEES TR
—Hangzhou Shining 3D Tech Co., Limited ~ — #1585 = &R Bk
BRAA 2,800 2,800 2,800 3,002 3,002
- Yongsheng Financial Holding Limited —KEERERBERAR
(controlled by Mr. Li Cheng) (AZFEEEH) 390 390 - - -
3,190 2,800 3,002

The amounts due from Hangzhou Shining 3D Tech Co.,
Limited is outstanding investment funds. The amount due
from Yongsheng Financial Holding Limited is outstanding
agency service fee.
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RELATED PARTY TRANSACTIONS AND
BALANCES (CONTINUED)

(c) Outstanding balances with related parties

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —ZE—\&+=-A=+—H
32. BEFRG R (&)

(c) HEBEELHNRERLER (&)

(Continued)
Maximum At Maximum
amount 31 December amount
At  outstanding 2017 and outstanding At
31 December during 1 January during 1 January
2018 the year 2018 the year 2017
R=B—t&
+=A
RZB-N\F =t-Bk
+=h FRBRE —B-N\F FRkE RIZT—+F
=t-0 AEELHE —A-H KEELE —R—-AR
RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
ARBTL AR®Trn AR¥ETR ARt ARETx
Due to a related party ER—&BEERTE
- HUVIS Corporation and its subsidiaries — A BHHWISK
E L) VNG| - - - 2,375 2,375
- Yongsheng (HK) International Co., Limited ~ —3k 2 (&78) R AR 1 & 38 % 5 23 =
38 5 2,375

The amount due to Yongsheng (HK) International Co.,
Ltd is the daily management expenses paid on behalf of
Yongsheng Advanced Materials (HK) Limited.

(d) Compensation of key management
personnel of the Group

ke (B BRERQRRARNK
RKBEFMHER QAN HEEERE
P

d ZXEBEEEEASHRMN

2018 2017

—E-N\F —ZT—+tF

RMB’000 RMB’000

AR¥T T ARETT

Salaries, allowances and benefits in kind ¥4 ~ 285 & B ¥4E 7 1,703 1,007

Performance related bonuses BB SIEA 1,509 1,563

Pension scheme contributions RIREFHEIHR 176 142

Equity-settled share option arrangements P& 2 4% & B2 A% 4 22 BF 278 660
Total compensation paid to key MEZEEEAB TR RN

management personnel 3,666 3,372
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32. RELATED PARTY TRANSACTIONS AND 32. BEHZRZ Rk ()
BALANCES (CONTINUED)

(d) Compensation of key management (d) XEEEXEEE A S KRN
personnel of the Group (Continued) (£8)
The amounts disclosed in the table are the amounts FREBENCEARENANERLEH
recognised as an expense during the reporting period FTEEBAERAINESE-

related to key management personnel.

33. PLEDGE OF ASSETS 33. EEEH
At 31 December 2018, certain of the Group’s buildings, prepaid RZZE-—NF+ZA=+—H FEEETE
lease payment, bills receivables and bank deposits were pledged FENEENK BREERBITEREH®
to a bank relating to the letter of credit facilities and short-term loan AEBEENERIAMEREHERERT—
granted to the Group. Details are included in notes 13, 14, 17and FRIT - F B AHRE I B MRS
20, respectively, to the consolidated financial statements. 14 ~17K20
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34. FINANCIAL INSTRUMENTS BY 34. REFEINEMTAE
CATEGORY
The carrying amounts of each of the categories of financial RBERAR SHemTANKREERNT

instruments as at the end of the reporting period are as follows:
2018 —E-N\F
Financial assets TREE

Financial assets
designated as

Financial at fair value
assets at through profit
amortised cost or loss Total
EEA
BAYE
RE R A STABEN
JRNESREE CREE st
RMB’000 RMB’000 RMB’000
AR®T R AR®T R AR% TR
Financial assets designated as at fair EBERBRATE ABER
value through profit or loss TREE - 68,134 68,134
Trade and bills receivables 2 5 R IE & R EE 137,277 - 137,277
Trust loan receivable JEW Z FEE K 50,000 - 50,000
Financial assets included in FARMATIE - RER
prepayments, deposits and Hin R BN S REE
other receivable 5,479 - 5,479
Amounts due from related parties FEY B 5 SR 3,190 - 3,190
Pledged deposits BIRRER 2,743 - 2,743
Cash and cash equivalents BekReEED 144,573 - 144,573
At 31 December 2018 RZZB-N\FE+ZA=+—H 343,262 68,134 411,396
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Sl B R

31 December 2018

34. FINANCIAL INSTRUMENTS BY

—ET-NF+=ZA=+—H

4. RERETHNEHMTA (F)

CATEGORY (CONTINUED)
Financial liabilities cTHeRE
Financial
liabilities at
amortised cost
R 8RR A B BR Y
SREE
RMB’000
AR®T R
Trade and bills payables B 5 R RIE R R 78,556
Amounts due to a related party BN —&RE A 38
Financial liabilities included STAEMBNRERESTENEREE
in other payables and accruals 10,247
Interest-bearing bank and other borrowings FTERITREMBEE 37,700
At 31 December 2018 RZE-NF+ZA=+—H 126,541
2017 —T—+F
Financial assets TREE
Financial assets
Designated as
at fair value
Loans and through profit
receivables or loss Total
ETE A
ER Rk BRAFEEA
EKGRIE EB=RNEeREE st
RMB’000 RMB’000 RMB’000
AREETFT AREEFT AREETF T
Financial assets designated as at fair  #57& A& A ETABEH
value through profit or loss SMEE - 60,600 60,600
Trade and bills receivables B S RUGRIE & EIRE R 149,986 - 149,986
Trust loan receivable JEWEFEE R 50,000 - 50,000
Financial assets included in FAENTIB R R
prepayments, deposits and HibpElZIEn S EE
other receivables 1,157 - 1,157
Amounts due from related parties FEUR R E I8 2,800 - 2,800
Pledged deposits [REzEiEEN 10,150 = 10,150
Cash and cash equivalents RekBFeFEY 152,837 - 152,837
At 31 December 2017 R-_ZE—+F
+—A=+—H 366,930 60,600 427,530
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34. FINANCIAL INSTRUMENTS BY 34. ZEHETWERM T A (&)

CATEGORY (CONTINUED)
Financial liabilities TRIAE
Financial liabilities
at amortised cost
R AT BRA
SRaE
RMB’000
AREF T
Trade and bills payables B S RN FIERENEE 140,404
Amounts due to a related party e — R EBE T R 5
Financial liabilities included in T AE M R RIE R B FIEN 2/ E E
other payables and accruals 15,026
Interest-bearing bank and other borrowings AFERITREMEE 15,000
At 31 December 2017 RZZE—tF+=-A=+—H 170,435
Transfers of Financial Assets TRMEENEE
Transferred financial assets that are not derecognised in WEEAARIBRANEEZECHEE

their entirety

At 31 December 2018, the Group endorsed certain bills receivable
accepted by banks in Mainland China (the “Endorsed Bills”) with
a carrying amount of RMB64,591,000 (2017: RMB101,048,000)
to certain of its suppliers in order to settle the trade payables
due to such suppliers (the “Endorsement”). In the opinion of the
directors, the Group has retained the substantial risks and rewards,
which include default risks relating to such Endorsed Bills, and
accordingly, it continued to recognise the full carrying amounts
of the Endorsed Bills and the associated trade payables settled.
Subsequent to the Endorsement, the Group did not retain any
rights on the use of the Endorsed Bills, including the sale, transfer
or pledge of the Endorsed Bills to any other third parties. As at 31
December 2018, no trade payables settled by the Endorsed Bills
during the year have been recourse by the suppliers.

R-E-N\E+-_A=+—B - x£EER[H
ETHEEEZCEPBEANMNZMIBTE
MHETREREE (IESEZK])  EAE
A AR64,501,0000L (ZE—+F: AR
101,048,00070) ' L& BN ZSHEEK
BORNRE([ZBEE]) - E2RE A&
EERBBASORBEEHK BIEFEZE
EREZEMEORR WL HEEEHER
EEEZEENEEEREHEEENESR
NRE-RZEER AEBTERBFERD
EEZENTAEN pERTAEME=F
HE BESIEHCEEZER- R /\&F
+ZA=+—H EHEHERREERESE
ERFNEENE S EMNFIE-
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34. FINANCIAL INSTRUMENTS BY 34. ZEHESTWEH T A (&)

CATEGORY (CONTINUED)
Transfers of Financial Assets (Continued)

Transferred financial assets that are derecognised in
their entirety

At the same time, the Group discounted some of the bills
receivable to Jiangsu Bank in exchange for cash, with a carrying
amount of RMB4,950,000 (2017: nil). After discounting, the Group
does not retain any right to use discounted bills, including the sale,
transfer or pledge of discounted bills to any other third party. As of
December 31, 2018, during the year, the discounted bills were not
recovered by the discounted bank.

At 31 December 2018, the Group endorsed certain bills receivable
accepted by banks in Mainland China (the “Derecognised Bills”)
to some of its suppliers in order to settle the trade payables
due to such suppliers with a carrying amount in aggregate of
RMB82,634,000 (2017: RMB65,537,000). The Derecognised Bills
had a maturity of one to six months at the end of the reporting
period. In accordance with the Law of Negotiable Instruments
in the PRC, the holders of the Derecognised Bills have a right
of recourse against the Group if the PRC banks default (the
“Continuing Involvement”). In the opinion of the directors, the
Group has transferred substantially all risks and rewards relating
to the Derecognised Bills. Accordingly, it has derecognised the full
carrying amounts of the Derecognised Bills and the associated
trade payables. The maximum exposure to loss from the Group’s
Continuing Involvement in the Derecognised Bills and the
undiscounted cash flows to repurchase these Derecognised Bills
is equal to their carrying amounts. In the opinion of the directors,
the fair values of the Group’s Continuing Involvement in the
Derecognised Bills are not significant.

For the years ended 31 December 2018 and 2017, the Group
did not recognise any gain or loss on the date of transfer of the
Derecognised Bills. No gains or losses were recognised from the
Continuing Involvement, both during the years or cumulatively. The
endorsement has been made evenly throughout the years.
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BEBIE S RAEMEAARE4,950,0005T (=
T—tFE) RZWBE AEBITERR
FARENREENEAET - 2FERE MM
FZFHE EEAEHRECHBAER -R=T
—NE+-A=Z+—B FREOTREELE
EEIRBITURE -

RZE-—NFE+-_A=+—HB AEERES
THERSECEFTBEARNZERITEMANE
TFRIRER ([BRIEBRER])  UEEER
ZEREDAREDRSE A ARKS2,634,000
T (ZE—+tF: AR%65,537,000T) ME 5
ERARE RBEHR BRIEBRZENE
HERA—ZXEA - RE (PFEARLMNRA
ZHE) WP BEMBRITEL  AEKRIEER
EENBEAEAHASERBERE ([HES

H]) BERA AEBOEREHEEKRILE
REBNBRBIRBR KEFR At LB K
IERRERIEHRRERARE 2 BN ZIED
E2HEAE AEERFELHDKRIEERE
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EfEHNERERRE BENERAEE-
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Notes to the Consolidated Financial Statements

35. FAIR VALUE AND FAIR VALUE

HIERARCHY OF FINANCIAL
INSTRUMENTS

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

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

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

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

5. TRTENAFERAFERR

REEEFNG RehBAeEEY SEFF
PCEBESRERERERRERE EERERQF
Bt AEENEMEE BEHENFHIBNERN
ER FIARNFIE RE REMERFADN
SREE FTAHMENFIAREARENS
BMAEE FERRTREMER BN —REHE
RN ENEET AN A FEREREE
BE TZEREAEZSIANIHARE-

MU BEERMTENAREM BB EEE
ERTANRFEAENERRRIEZRF HBHL
BEERMYBREREESER NEHRSH
B MBI MERTABENEDAUEFE
AREENERBABE % EEHMBFAE
Ay RER -

BERBRAFEFABENEHEEN R FE
AHEFNREINNREREEAQAFEREAS
INAEFTFLE WA RS - SR RATS IR TEHIR
KRSREEL G -EZRA FTAAHEY
BRRROMGEA AFE (RFABENEER
TEEH)ABSE URAREPRRREN
Bl
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35. FAIR VALUE AND FAIR VALUE 35. TMITANAFERAFERER
HIERARCHY OF FINANCIAL (%)
INSTRUMENTS (CONTINUED)
Below is the significant unobservable input to the valuation of TXREERRATFEFAERNCREE
financial assets designated as at fair value through profit or loss BEFPHERTABRHGAEE  ERAR-Z
together with a quantitative sensitivity analysis as at 31 December —NF+Z A=+ HHNEEHRXESIT:
2018:
Significant Sensitivity of fair
unobservable input Input value to the input
ERATHBEERAEE LN AFEERABBNRERE
Financial assets designated Estimated return rate 6.65% 2% increase (decrease) in estimated
as at fair value through return rate would result in
profit or loss increase (decrease) in fair value by
RMB605,000
BEREATFEFABEY FitEHRE HETERE LA (TR)2% BB AT
TRIEE E50 Ot 4) A K #605,0007T
Fair value hierarchy DNEEEBR
The following tables illustrate the fair value measurement hierarchy TRAFAEESHRTEAN QA FEFEEAR:

of the Group’s financial instruments:

Assets measured at fair value: ERAFEFENEE:

As at 31 December 2018 R=-=ZFB-—NE+=-H=+—8H

Fair value measurement using

ATEHBER

Quoted

prices Significant Significant

in active observable unobservable

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

EEENE TEEN FUEEN

BEKRE EERAEE EZHARE
(%5—-%) (5=%) (B=8) @t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT AR%®TR AR%TrR AR%TR

Financial assets designated as at EEARATETAEBES
fair value through profit or loss: SREE
Asset management agreement BEEEHS - - 68,134 68,134
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FAIR VALUE AND FAIR VALUE
HIERARCHY OF FINANCIAL
INSTRUMENTS (CONTINUED)
Fair value hierarchy (Continued)

As at 31 December 2017

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

35. TMTANAFERAIFEHER
(%)
ATEER (K)
R-F—t&+-A=+—H

Fair value measurement using

AFEHEER
Quoted
prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

ERRMS IERN FUERY
DERE ETEANE EZHANE
(F—4&) (E=8R) (£5=4) )
RMB’000 RMB'000 RMB’'000 RMB’000
ARBTRE ARBTE ARBTRE ARET:R

Financial assets designated as at fair value BEAELTET ABER
through profit or loss: SREE:
Asset management agreement BEEEHE

= = 60,600 60,600

During the year, there were no transfers of fair value measurements
between Level 1 and Level 2 and no transfers into or out of Level 3
for both financial assets and financial liabilities (2017: Nil).

The Group did not have any financial liabilities measured at fair
value as at 31 December 2018 and 2017.

FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES

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

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

FR eREENERABES —QNE R
AVEFERTEATEFAEER ME=R
MEEMEARBE (ZF—LF :£)-

R-E—\ER-F—tE£+-A=+-8-
AREBRETALTETBOLBARE-

36. CREBEEEERBE

AEENIZCRTASRERSREHRER
ZEEMIANTIRZENABEARELSE
FREZ AEEEEZEAMEMEENE
B WRAEEMEREENE S RYEGRARE
it & WK IR A K2 B 5 R A~ AR IR I L At FE N 3R
Ig o

AEEAEINERR ERERIRSHE SR
R-AKENRREEEEERZTRBMNER
BR-BEFERINTRAEEESEZSZRARD
B > WS XA -

IKBFMRERAT 20185F#H
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(CONTINUED)

Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise from sales or purchases by operating units in currencies other
than the units’ functional currencies. Approximately 5% (2017: 5%)
of the Group’s sales were denominated in currencies other than
the functional currencies of the operating units making the sale,
whilst approximately 5% (2017: 6%) of costs were denominated in
currencies other than the units’ functional currencies.

The following table demonstrates the sensitivity at the end of
the reporting period to a reasonably possible change in the

36. TRiIAREEEERBEE (&)

S LB

AEEEHRHERAR - LERABRAKES
MAEMEEERINERETHEREER
EL - AERBEMEHEET 5% (ZT— L4
5% ) AETTHE K2 EM NI IAIN
MEBEE BINEFLSR (ZE—LF:6%)
MR ARN A BRI T RE E B AN B SHE

TRETNBERRMERMEERTTIER
BRAT AEERBMNEN (HEKEERA
BRRAFESBIB)BARBEZTNSIER

RMB exchange rate, with all other variables held constant, of
the Group’s profit before tax (due to changes in the fair value of
monetary assets and liabilities).

Increase/
Increase/ (decrease)
(decrease) in profit
in RMB rate before tax
ARMER RRB AR R
EH (T #gm, OGf)
RMB’000
ARBTF T
2018 —E-N\F
If US$ weakens against RMB fHETHRAREERE +10% (1,042)
If US$ strengthens against RMB HETAAREAE -10% 1,042
2017 —E—+F
If US$ weakens against RMB R ARERE +10% (1,842)
If US$ strengthens against RMB ETHAREAE -10% 1,842
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(CONTINUED)

Interest rate risk

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

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

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

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

For variable-rate bank and other borrowings, if the interest rates
had been 50 basis points higher and all other variables were
held constant, the Group’s profit after tax for the year ended
31 December 2018 would have decreased by approximately
RMB136,000 (2017: RMB53,000).

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

36. TRIAREEEERBEE (&)

AR

AEETHHEARTRRITREMESR (T
W)WBAERNEXRR-EEBERNEAR
THEEFEREBEHPEANEER -

AEETESARIZRTHENEFENE K
RRITHERLIBITEHROTRFERE R - R
- ARZERTERG/EHEE WA
2B 5 A R [ ) = AR A

AEENBRERANXEARI2EPRAEEA
REBEELN BTBEARRITIIHAOF X
IR

A TERERES T HRET BRITREMBERR
MR M EE - RAEL DR RBERNRE
HRZAEEREZBEEFAMNAKERE-

HEERTREMEEM S  WFEES50E
EEMmMAAEMBEHERITE AAEEHE
T N\F+ A=+ BLFENRHER
Fligm A 4 AR #136,0007C (T —+F: A
R #53,0007T) °
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36. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES
(CONTINUED)

Credit risk

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

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

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

Further quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in note 17 to
the financial statements.

Liquidity risk

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

The Group'’s objective is to maintain a balance between continuity
of funding and flexibility through the use of bank loans.
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36. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES
(CONTINUED)

Liquidity risk (Continued)
The maturity profile of the Group’s financial liabilities as at each
reporting date, based on the contractual undiscounted payments,

is as follows:

31 December 2018

36.

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —ZE—\&+=-A=+—H

TREREERZEREEK (&)

RBESRRE (F)

REREBH ARBEIZAORTRKEE D
MmERBENIMERET

—¥-NE+=A=+-8

Within 1 year
—FR
RMB’000
AR¥T R
Trade and bills payables B SN FIE R ENZER 78,556
Amounts due to a related party e — R EEE T A 38
Financial liabilities included in STAEMBNFIEREAFTENSREE
other payables and accruals 10,247
Interest-bearing bank and other borrowings ATERITREMEE 38,594
127,435
31 December 2017 —ET—tF+=ZA=+—H
Within 1 year
—FR
RMB’000
ARBFT
Trade and bills payables B S ENFIERENEE 140,404
Amounts due to a related party e — &2 EEE T RUIA 5
Financial liabilities included in STAHEMBENFRIEREAFTENSREE
other payables and accruals 15,026
Interest-bearing bank and other borrowings AFERITREMEE 15,288
170,723
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36. FINANCIAL RISK MANAGEMENT 3. cRAREEEERKE (&)

OBJECTIVES AND POLICIES
(CONTINUED)

Capital management

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

The Group manages its capital structure and makes adjustments
to it in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may adjust the dividend payment
to shareholders, return capital to shareholders or issue new
shares. The Group is not subject to any externally imposed capital
requirements. No changes were made in the objectives, policies
or processes for managing capital during the years ended 31
December 2018 and 31 December 2017.

The Group monitors capital using a gearing ratio, which is total
debt to total shareholders’ equity. Total debt includes interesting
bank borrowings. Total shareholders’ equity comprises all
components of equity attributable to owners of the parent. The
Group’s policy is to maintain the gearing ratio at a reasonable level.
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38.
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NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

Changes in liabilities arising from financing
activities

S 1t il 35 ¥R 2R Bl 5
31 December 2018 —Z— N\FE+_-A=+—H

EHRERERME

METHELENAEED

2018 —2-N\F
Bank and
other loans
RITREMER
RMB’000
ARET
At 1 January 2018 NZE—-—N\F—H—H 15,000
Changes from financing cash flows MERESREE 22,700
At 31 December 2018 R-E—N\F+-_A=+—H 37,700
2017 —F—tF
Bank and
other loans
RITREAMER
RMB’000
ARET T
At 1 January 2017 RZE—+tF—H—H =
Changes from financing cash flows MEREREE 15,000
At 31 December 2017 RZZE—tF+=A=+—H 15,000

EVENTS AFTER THE REPORTING
PERIOD

On 1 November 2018, the Group together with Astute Horizon
Limited (the Vendor), ultimately controlled by the Controlling
Shareholder, Mr. Li Cheng, entered into a share purchase
agreement to acquire 100% equity interests of First Intelligence
International Limited (the target company) for a total consideration
of RMB800,000,000, which shall be satisfied by RMB200,000,000
in cash and RMB600,000,000 by way of allotment and issue of
272,661,290 new shares of the Company. On 2 January 2019,
the Group paid a cash consideration of RMB60,000,000 to Chang
Sheng Estate Management (Hangzhou) Co., Ltd. (a subsidy of the
target company) according to the Share Purchase Agreement. The
acquisition was completed on 4 January 2019, upon which all of
the conditions precedent for cash consideration and first allotment
have been fulfilled for this acquisition.

38. REMRER

RZE—NF+—A—B ARAREESER
RAI(BH HIEBRBRRFHLERRKES)
AIVREERGE UWKBATBRBRERAQ
RI(BERARZ2HRE BREAARKE
800,000,0007T * &+ A R #200,000,0007T LA
e EE M ARBE00,000,0007T bA BD 2 K 2%
17272,661, 200 RN A RIFTRMD M FE R EE -
R-ZE—NFE—A-B AEBEREREESE
HEABEARZHBRARNEERYWE (M)
BRABEZAE SR EARKE0,000,0007T
RZZE—NFE—ANB - ReERERE—RE
BZTASRMEHHE ER KB EEER
ZBSEMK -

XEFMRERAT 2018%E 219



Notes to the Consolidated Financial Statements
B 1 Bl 75 ¥R Bl 51
31 December 2018 —ZE— \F+-H=+—H

38. EVENTS AFTER THE REPORTING 38. MEHEREE (F)

PERIOD (CONTINUED)

On 10 January 2019, an entrusted loan of RMB50,000,000 was
repaid in full by China Merchants Bank Hangzhou Xiaoshan Branch
(“CMB Xiaoshan”) to Yongsheng Dyeing pursuant to an entrusted
loan agreement entered into between Yongsheng Dyeing and
China Merchants Bank Hangzhou Xiaoshan Branch dated 10 July
2018. Yongsheng Dyeing has not entered into any other entrusted
loan agreement after the repayment.

On 12 February 2019, Yongsheng Dyeing redeemed the trust
amounting to RMB46,150,000 from China Foreign Economy and
Trade Trust Co. Ltd which Yongsheng Dyeing entered on 17 July
2018. After the redemption, Yongsheng Dyeing did not have any
outstanding balance with China Foreign Economy and Trade Trust
Co. Ltd.

On 1 February 2019, the Company and an independent third party,
Easy Speed Inc. (the vendor) entered into a sale and purchase
agreement, pursuant to which the Company has conditionally
agreed to acquire and the vendor has conditionally agreed to sell
the entire issued share capital of Summer Power International Inc.
for an aggregate consideration of HK$206,000,000, which shall
be satisfied by HK$6,000,000 in cash and HK$200,000,000 by
way of allotment and issue of 80,000,000 Company’s shares.
The acquisition was completed on 22 February 2019 and all the
conditions precedent for sale and purchase agreement have been
fulfilled.

On 13 March 2019, Yongsheng Dyeing redeemed the investment
amounting to RMB20,000,000 from Minsheng Wealth Investment
Management Co. Ltd pursuant to the asset management
agreement entered into between Yongsheng Dyeing and Minsheng
Wealth Investment Management Co. Ltd. on 17 July 2018. After
the redemption, Yongsheng Dyeing did not have any outstanding
balance with Minsheng Wealth Investment Management Co. Ltd.
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RZB-AF-A+H BARTROHBR
REMMBEIL 1T (HBERITHELUITR
BoXBRABEBEHRITROERABAMIME
WTR - FE-NFLtATHILZZRE
RBpEAKERABEPBEERETERARE
50,000,000 © 7Kk 2% 2 B 70 {8 38 1% 3 B 7] 37 4
]l E b & 52 & SR I5p 7

RZE—NFZA+ZH KELERTEHE
IEEEDETERAABEEKBELBR
- N\FLtATLAFTLZZEKXBARR
46,150,0007T ° 7 f [0 1% - ok 3% S 2 vp B
IMEEBSERBRARLEERREFH

RZE—NhF-ZA—B A2rHEBIE=H
ESERAT (BRI LEEHZE Bt A
AEIBBREREREMESERERELEE
NBRERARZEHEBITRA  BREAR
206,000,000 7t AR NIRE T A X
1546,000,0005% 7T LA K Fid 8 K %% 1780,000,000
& A A B A& 19 #9 75 = 32 19200,000,0007% 7T
WEEBEENR -_ZE—NF_A=-+-HZEK"
LB ERHER A LRGEIEEK -

RZZE—AFZATZH KBRLEREFHSE
REVEREEEBBRAFNR-ZE—N\FLA
THHIVZEEEEHRZERARENERES
BERARERKEE AR20,000,0007T ° 7
BO% KBRPEAREVEREETERBRA
AN AR R E &tk o



39. STATEMENT OF FINANCIAL POSITION OF

THE COMPANY

Information about the statement of financial position of the

Notes to the Consolidated Financial Statements

Sl IR &M

31 December 2018 —Z— N\FE+_-A=+—H

Company at the end of the reporting period is as follows:

39. X7 E#Y B B AR &

ARBRRERRIBERARNERAT :

2018 2017
—E-N\F —E—+F
RMB’000 RMB’000
AREFT AREFIT
NON-CURRENT ASSETS IEMBEE
Investments in subsidiaries KRB AR HRE 144,967 206,249
TOTAL NON-CURRENT ASSETS EMBE ERRE 144,967 206,249
CURRENT ASSETS MENEE
Prepayment, deposits and other receivables B 3018 12 & & E b fE Uk
B 188 172
Cash and cash equivalents BehReEEYD 1,240 3,239
TOTAL CURRENT ASSETS MBNEEMERE 1,428 3,411
CURRENT LIABILITIES mEARE
Other payables, advances from HEtEMAZIE BERARK
customers and accruals JEET A 1,863 284
Due to subsidiaries JE A B BB A &) 3R I8 11,439 31,778
TOTAL CURRENT LIABILITIES mBAERRE 13,302 32,062
NET CURRENT LIABILITIES mENBEFE (11,874) (28,651)
TOTAL ASSETS LESS CURRENT LIABILITIES #&ERRE & & 133,093 177,598
NET ASSETS FEAE 133,093 177,598
EQUITY R
EQUITY ATTRIBUTABLE TO BARHE AELER
OWNERS OF THE PARENT
Share capital & 4s 3,121 3,173
Share premium RS 17 5 (B 130,657 173,359
Other reserves HifFEE (685) 1,066
TOTAL EQUITY W 8RR 133,093 177,598
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39. STATEMENT OF FINANCIAL POSITION OF 39. "R MBI AR R KR (&)
THE COMPANY (CONTINUED)

Note: B 5
A summary of the Company’s reserves is as follows: AREHEENRENT
Foreign Equity-
currency settled
Share Share Accumulated  translation arrangement
capital premium losses* reserve* reserve*  Total equity
HEBRE BEGE
B R EE ZHER R RURE  RRAR

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT  ARWTT ARETR ARETT ARETT ARETR

At 1 January 2017 RZE—+F-A-H 3,165 195,859 (19,120) 22,009 12,014 213,927
Loss for the year FRER - - (4,070) - - 4,070)
Other comprehensive income for the year: FREMZEKRA
Exchange differences on BAEBNEBHELZE
translation of foreign operations - - - (12,729 - (12,729)
Total comprehensive income for the year FRZAKALE - - (4,070) (12,729) - (16,799)
Dividends paid to shareholders of the Company AR BIR RS KRS = (24,046) = = (24,046)
Exercise of share options ThERE 8 1,546 = = (541) 1,013
Equity-settled share option arrangements IR E R - - - - 3,503 3503
At 31 December 2017 and 1 January 2018 RZE—tE+ZR=1+-H
k=Z-N§—F—-H 3,173 173,359 (23,190) 9,280 14,976 177,598
Loss for the year FREE - - (6,835) = = (5,835)
Other comprehensive income for the year: FREMZEKRA
Exchange differences on BAEBNEBHELZE
translation of foreign operations - - - 5,669 - 5,669
Total comprehensive income for the year FRZAKALE - - (5,835) 5,669 - (166)
Dividends paid to shareholders of the Company AR AR [T & - (26,285) - - = (26,285)
Shares repurchased and cancelled B R 62 (22,299) - - - (22,381)
Exercise of share options T RE 30 5,882 - - (2,110) 3,802
Equity-settled share option arrangements Wit g mRERE - - - - 525 505
At 31 December 2018 R-ZE-N\E+-A=+-H 3,121 130,657 (29,025) 14,949 13,391 133,093
* These reserve accounts comprise the other reserves of * ZERERBERARAMBRARANEM
RMB(685,000) (2017: RMB1,066,000) in the statement of 4 A R (685,000 (ZE—+ 4 AR
financial position of the Company. #1,066,0007T ) °
40. APPROVAL OF THE FINANCIAL 40. b 5|
STATEMENTS
The financial statements were approved and authorised for issue PBRRER_E—NF=-A-_+ "HEES
by the board of directors on 26 March 2019. o R T o
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Five-year Financial Summary
D F Rl FEie

RESULTS ¥EE

For the year ended 31 December

BEt-A=t-HLEE

Adjusted
2018 2017 2016 2015 2014
—E-0\E —E—tF —ERF —E-RF —ZT-QmE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

ARBT ARBT ARETT ARETT ARETT

Revenue from continuing operations 5@ & & £ W& 680,180 647,811 580,651 491,165 486,361
Gross profit from continuing BELSEEREA

operations 156,777 180,159 167,205 141,423 121,053
Operating profit mE R 106,987 121,563 111,632 83,346 75,949
Finance costs HMERA (1,537) (766) (1,350) (975) (3,018
Profit before tax BRB AR 105,450 120,797 110,282 82,371 72,931
Income tax expense FrEesimx (18,771) (22,347) 21,711) (18,578) (13,582)
Profit from continuing operations % B B S & £ %7 86,679 98,450 88,571 63,793 59,349
Gain/(loss) for a discontinued RIEBEEBKE

operation (B#8) - - - 363 (2,315)
Profit for the year FRHEF 86,679 98,450 88,571 64,156 57,034
Attributable to: BAT EE{R SR -
Shareholders of the Company ARERR 80,751 92,144 79,128 56,230 47,897
Non-controlling interests FERER 5,928 6,306 9,443 7,926 9,137
Earnings per share BRER
Basic (RMB cents per share) EX(BRARESD) 20.4 23.0 19.8 14.1 12.0
Diluted (RMB cents per share) B4 (BRAR¥S) 19.9 22.7 19.7 14.0 12.0
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hEFE Il E
ASSETS AND LIABILITIES EERAE
As at 31 December
R+=A=+-A
2018 2017 2016 2015 2014
—E-\§ “T—+F “T-REF —T-RfF “T-E
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETR ARETT AREFT ARETT ARBTL
Non-current assets FRBEE 268,953 266,514 188,299 182,954 179,863
Current assets REBEE 532,173 534,436 484,533 363,716 368,784
Total assets HEE 801,126 800,950 672,832 546,670 548,647
Current liabilities hEBaE (179,716) (217,143) (158,387) (110,970) (166,084)
Non-current liabilities kRBaR (21,496) (18,950) (17,232) (15,608) (12,325)
Total liabilities EELE (201,212) (236,093) (175,619) (126,578) (178,409)
EQUITY v 3
Equity attributable to AARIRREGER
shareholders of the Company 556,198 518,806 448,068 381,470 339,042
Non-controling interests s 43,716 46,051 49,145 38,622 30,296
Total equity ERaE 599,914 564,857 497,213 420,092 370,238
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