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Corporate Profile
NCITL VA

Yangtze Optical Fibre and Cable Joint Stock Limited Company* is a leading supplier
of optical fibre preforms, optical fibres and optical cables in the world. The Company
primarily manufactures and sells optical fibre preforms, optical fibres and optical fibre
cables with various standard specifications that are widely used in the telecommunications
industry. The Company also designs and produces specialty optical fibres and cables,
integration systems, engineering design and service that are customised to customers'
specifications. The Company has the most comprehensive optical fibre and cable product
portfolios, and provides a wide range of optical fibre and cable products with relevant
solutions for the global telecommunications industry and other sectors, including utilities,
transportation, petrochemical and healthcare. The Company provides high-quality

products and services in more than 60 countries and regions.

The Company, formerly known as Yangtze Optical Fibre and Cable Company Ltd. was
established in Wuhan, Hubei Province in May 1988 as a sino-foreign equity joint venture.
On 27 December 2013, the Company was converted into a foreign invested joint stock
limited liability company, and was renamed as Yangtze Optical Fibre and Cable Joint Stock
Limited Company*. The substantial shareholders of the Company include China Huaxin,

Draka and Yangtze Communications.

The H shares of the Company were successfully listed on the Main Board of the Hong
Kong Stock Exchange on 10 December 2014. On |8 December 2015, the Company
completed the Private Placement. As at the date of this annual report, the total number of
issued shares of the Company was 682,114,598 shares, among which 351,566,794 shares

were H shares and 330,547,804 shares were domestic shares.

*  For identification purposes only
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For the year ended 3| December 2017, the Group's operating results were as follows:
*  Total revenue was RMBI0,366.Imillion, increased by approximately 27.8%.

®  Gross profit and gross profit margin were RMB2,789.2 million and 26.9%,

respectively.

®  Profit for the year attributable to equity shareholders of the Company was
RMB1,268.4 million, increased by approximately 76.9%.

®  The Group's revenue from domestic business increased by approximately 24.3%,
when compared with the prior year. The Group's overseas revenue increased by

approximately 65.0%, when compared with the prior year.

®  The Board did not recommend the payment of a final dividend for the year ended
31 December 2017.
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FIVE-YEAR FINANCIAL SUMMARY

Financial Highlights
MHEE

LFEMBRER

Year ended December 31

BEt-A=1+-BLEE

2013 2014 2015 2016 2017
T ZT-MF ZT-1F ZT-RF ZB-tF
Operating Result KexE
Gross profit margin EA= 214% 19.5% 19.5% 20.7% 26.9%
Net profit margin ETAE 9.0% 8.5% 8.2% 8.6% 11.9%
Return on equity(1) RARRE (1) 266% 2.1% 16.7% 17.1% 24.9%
Financial Position B R
Net cash from operating activities (RMB'000) REERBELNRSE
FRARETT) 431,145 200,178 553,275 1307219 1,737,870
Total assets (RMB'000) BEBB(ARETIL) 5007731 6571616 7,555,554 8166344 9,167,764
ERPEELT
Total non-current assets (RMB'000) (AR®FT) 1713461 1982623 2,559,113 3544549 3,938,869
Total current assets (RMB'000) MENEEEE
(AREFT) 3,294270 4588993 4996441 4,621,795 5,228,895
Total liabilities (RMB'000) BEEEARETT) 3498078 3,679,625 385,132 3742796 3,681,936
Total non-current liabilities (RMB'000) FnBaBERE
(AREFT) 897,859 1,095,358 874,266 1,107,032 734312
Total current liabilities (RMB'000) EINEREE
(AREBFT) 2,600219 2,584,267 2976866 2635764 2,947,625
Net Assets (RMB'000) FEEARETT) 1,509,653 2891991 3704422 4423548 5,485,828
Gearing ratio BEERLE(fR) 474% 16.4% 1.1% 7.4% -15.0%
Working Capital Cycles EELLED
Average trade and bills receivables tumnover days(2) ¥ FEUEE 5 &%
FERAEXRHQ) 1106 1037 1032 933 789
Average trade and bills payable tumover days(3)  FIIEMIRH K
FERERH Q) 662 563 522 492 536
Average inventory turnover days(4) FHEEAERE4) 558 56.6 46.3 375 33.1
Operating Efficiency (percentage of revenue) EENE(ERARSY)
Selling expenses HEER 2.2% 21% 24% 25% 2.9%
Administrative expenses EHEM 8.0% 7.1% 7.3% 82% 9.3%
Financial expenses MBER 0.8% 0.9% 1.9% | 4% 0.8%
ffective tax rate BERHE |1.3% 12.7% |1.6% 12.6% 14.7%
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Financial Highlights
MBEE

Calculated using the profit for the year divided by average total equity on an
annualised basis, multiplied by [00%.

Average trade and bills receivables tumover days are based on the average balance
of trade and bills receivables divided by revenue for the relevant year and multiplied
by 365 days. Average balance is calculated as the average of the beginning balance

and ending balance of a given year.

Average trade and bills payable turnover days are based on the average balance of
trade and bills payable divided by cost of sales for the relevant year and multiplied
by 365 days. Average balance is calculated as the average of the beginning balance

and ending balance of a given year.

Average inventory turnover days are based on the average balance of inventory
divided by cost of sales for the relevant year and multiplied by 365 days. Average
balance is calculated as the average of the beginning balance and ending balance of

a given year.

The above charts and summary table are based on the information in the financial
statements of the Company prepared in accordance with the CASBE and audited
by KPMG Huazhen LLP.

Reference is made to the announcement of the Company dated |7 January 2018
in relation to the alignment in the disclosure of financial statements in accordance
with the CASBE in domestic and international market. Since the date on which the
H shares of the Company became listed on the Hong Kong Stock Exchange, the
Company has been preparing its financial statements under both the CASBE and
the IFRS and has made disclosure of financial information based on the IFRS. In view
of the Arrangement and the continuing convergence between CASBE and IFRS and
in order to facilitate the application process with the China Securities Regulatory
Commission in relation to the proposed A share offering, to align the financial
disclosure of the Company in both markets as well as to improve the efficiency
and reduce the cost of disclosure, the Board has passed a resolution on 17 January
2018 to make disclosure of financial information of the Company based on the
financial statements which are prepared under the CASBE. Accordingly, the financial
information in this report are based on the financial statements which are prepared
under the CASBE.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

UAFFBERUAFEFHERBER
LA 100% 518 o

FHRUERARFEBEREIZEK
R NRBENFHERRARBEEE
)& E AR5 RTE - HEF
JZ HOF 19 4 R 1R F 1) 5 R R AF R AR BR
HFHEE -

N R R B R BB
BRI T R BT
HEERABRN IS KHE  HEE
2 )4 R IR DA B B A
HFBEE -

FTHEERERBRYEEEEHE
DARRAF RS KA A B R A 365 KAt
B -BEFENFHBHRRFNER
BERGHRN OGS -

NEBXRRBERBEADARES
Bl (bR & 5T 2 Al AR B A0 BE 75 SR P 8K
EEIIR AR B HRRAEFHE
REFMEBH(EHREBER)ER -

BRARLABPR-_Z—-—NEF—A
TERBEREREAIT GG —RRH
BhXedENRBEMBRROL
e BARAIHBRN B BB L™
ZBARR  ARE-ERBEHEER
SRR KBRS HRELRRRE
PR - I IR BB B 75 5 ZE R Py
RENTBERRELBARTBER D
WE - ZRIZZHERPELEG
E R BRE B REEROFEB
Fl - AHEERLEEARETASEE
SEEEEZESRBNERF fi—
ARBMMO M BHRE - URBWE
BELNBERERE  EFEN_F
—NE-AT+tHEBB-BRER
ARAREBETECR G ERMER
M BHRELBERTBEEMORK
Bt AHmEMBTBEL IR
BARARPECRSAERREN
R M o
'&F i
M

St Link Botles Life




Chairman’s Statement
EERKE

%ﬁg: ﬁﬁ%
Smart Link Better Lnfe.

Dear Shareholders,

2017 marks another milestone for the Company. With the further implementation of
Broadband China and the competition for the preparation of 5G from various countries,
the optical fibre and cable market remained strong. In 2017, the demand of optical fibre
and cable from the three Chinese telecom operators reached 238 million FKM, and the
total global demand was approximately 500 million FKM. With such a favorable market,
the Company persisted in innovation and development and realized continuously growth
of operating results. Our revenue exceeded RMB10 billion and our net profit also reached

another new high and set a historical record.

In 2017, we continued innovation of manufacturing processes. Whilst optimizing VAD
process, our OVD process made preliminary results, and we principally mastered the
three main processes globally to produce the optical fibre preform, namely PCVD, VAD
and OVD. Currently, our PCVD process is in a global leading position, our VAD process

has realized scaled production, and our OVD process is progressing fast in industrialization.
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Chairman’s Statement
BEERHE

During the year, we also emphasized the research and development of new products. The
Ultra Low Loss G.652 and G.654 optical fibre, which would be used in next generation
ultra speed telecom trunk line, have initially realized scaled production. Our technology
and implementation of such products leads the global markets, and the products could
save the investments of telecom operators. The production efficiency of OM4+ and OM5
multi-mode optical fibre, which would be deployed in data centers, improved significantly,
which greatly increased the Company's manufacturing capability and competitiveness in

the multi-mode optical fibre market.

In 2017, we further promoted smart manufacturing. As a demonstration company
selected in the first batch of smart manufacturing by Ministry of Industry and Information
Technology of Made in China 2025, the Company established a leading group of smart
manufacturing and made a series of explorations and efforts in our headquarter in Wuhan
and in Qianjiang YOFC S&T Park. The smart manufacturing plant project in Qianjiang and
the optical cable project in Wuhan YOFC S&T Park have achieved substantive results.
Moreover, the Company has signed an agreement with Lenovo. The two parties would
establish an industrial internet joint laboratory to promote front research of industrial

internet and realize transfer of research results of relevant fields.

Looking ahead, with the global informationalization, many countries are promoting the
construction of broadband network and 5G mobile networks, and the demand for optical
fibre and cable is expected to remain prosperous. 2018 marks the 30th anniversary of
our Company. At the new starting line, the Company will fulfill our mission of “Smart Link
Better Life" and our core values of “Client Focus, Accountability, Innovation, Stakeholder
Benefits”, provide outstanding products and solutions in information transmission and
smart links for global customers, and create a future of Internet of Everything with every

stakeholders.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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At last, on behalf of the Board of Directors, | hereby express my sincere gratitude for the
outstanding contribution made by the management and each employee of the Company,
and also for the concern and supports from the shareholders, customers, suppliers,

business partners and the community.

Ma Jie

Chairman

Wouhan, China
23 March 2018
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President’s Report
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Dear shareholders,

[t is my honor to report to you our operating performance for 2017.

FINANCIAL PERFORMANCE

In 2017, the Group total revenue was RMB10,366.1 million, increased by 27.8% compared
with last year. The continuous growth of our revenue was mainly due to the prosperous
global optical fibre and cable market. We seized the opportunity and utilized our
advantages in supply to increase our sales performance in both domestic and overseas
markets. In 2017, our profit for the year was RMBI,234.6 million, increased by 78.0%

compared with last year, and the basic earnings per share was RMBI.86.

BUSINESS DEVELOPMENT

In 2017, the revenue of our optical fibre preform and optical fibre businesses grew by
15.5% compared with last year and accounted for 45.4% of total revenue. During 2017,
the demand in domestic market remained strong, but the supply was insufficient. The first
phase of our Qianjiang YOFC S&T Park began operation on time. Our self-developed
VAD project, the OVD project in the joint venture with Shin-Etsu, and the optical fibre
project all finished expansion and reached full capacity, which significantly improved
our technology and supply. With this competitive advantage, the Company took the
opportunity to solidify our relationship with customers and steadily increased the sales
volume of optical fibre preform and optical fibre, and further strengthened our leading

position in the global optical fibre and cable industry.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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In 2017, the revenue of optical fibre cable grew by 40.6% compared with last year
and accounted for 48.6% of total revenue. Throughout the year, with the further
implementation of Broadband China strategy, the Chinese telecom operators continued
to build fixed network in large scale and prepare for the 5G deployment. Moreover,
with the increasing demands from broadcasting companies, the optical fibre cable market
remained strong. The Company expanded optical fibre cable capacity in Lanzhou and
Shenyang to optimize capacity layout, and took this market opportunity to solidify and
extend customer base. We won top two shares in the central bidding of Chinese telecom
operators for consecutively two times and won shares in the procurement projects of
multiple provincial broadcasting companies. The domestic revenue for optical fibre cable
increased by 34.5%, compared with 2016. In the meantime, the Company seized the
supply shortage opportunity and explored overseas markets. The overseas revenue for

optical fibre cable increased by 89.3% compared with last year.

In 2017, the revenue of other products and services increased by 37.3% compared with
last year and accounted for 6.0% of the total revenue. With the information era coming,
those countries with under-developed telecom infrastructure were promoting their
network construction, thus the overseas consulting and services businesses had significant
potential. Our consulting and services businesses also grew rapidly. Moreover, with the
rapid informationalization of military, electric and other fields, the specialty optical fibre

business of our Company realized stable growth.

MARKET DEVELOPMENT

The Company not only solidified our leading position in the domestic optical fibre and
cable market, but also further implemented internationalization strategy and continued to
expand in overseas markets, developed relevant diversification businesses and products,
improved customer base and market opportunities, and promoted the continuous and

sustainable growth of the Company.

In 2017, the Company continued to implement internationalization strategy. On the one
hand, the overseas layout was optimized. The optical fibre cable project in Indonesia has
already begun trial operation, which enabled us to further explore the local market. On
the other hand, the overseas sales teams were optimized, and the localized sales strategy
were widely implemented. YOFC Thailand and YOFC Philippines were established. Within

2017, the overseas sales revenue increased significantly by 65.0% compared with last year.
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President’s Report

During the year, the Company focused more on the relevant diversification businesses.
Following the Full Value Chain strategy, the Hubei Flying, which produces silicon
tetrachloride, began operation. With a secured raw material supply, the Company
explored further upstream. As for downstream, we set a professional team and realized
ground breaking in 2016. In 2017 we eamned sound orders in Philippines, Indonesia, and
other overseas markets. In the meantime, we established a submarine cable joint venture
with Baosheng group to enter into the submarine cable market. Moreover, the Company
was expanding OPGW and other businesses to explore and develop new growth

opportunities.

In 2017, the Company persisted in the strategy of innovation-driven development
and developed new-product markets. The ULL G654 optical fibre was successfully
implemented in two trunk lines - the world's first and the world's longest, which built a
solid foundation for our market position. The Company was also the first to promote
high-end OMS optical fibre, which would support the exploration of the market for data

centers.

QUALITY ACHIEVEMENTS TO LEAD THE INDUSTRY

In 2017, to implement the strategy of Quality Power, the Company strengthened quality
management and emphasized both scale and efficiency. We continued to provide high
quality products and were widely recognized among customers. We were the only one
in the industry that won the “China Quality Award" and won the ICQCC International
Quality Management Group Gold Award successively. We were repeatedly covered
by authoritative media programs such as “News Report”, "Dialogue” of CCTV, which
demonstrated our increasing influence. At the same time, the Company won the “Excellent
Supply Partner Award” at Huawei's core partner conference and was endorsed and
recognized many times by provincial and municipal companies of China Mobile, China

Unicom and China Telecom.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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In 2017, the Company won the Class Two Award of National Science and Technology
Progress again, Class One Award of Science and Technology of China Institute of
Electronics, and Class Two Award of National Science and Technology Progress of Hubei

Province, which endorsed the leading position of the Company in terms of technology.

In 2017, the Company was incorporated into Hang Seng Small Cap Index and was
rebalanced into Shenzhen-Hong Kong Connect. The stock price increased by 140%. The
capital market recognized our performance and leading position in the industry. China
Securities Regulatory Commission has received our application of A shares listing in June
2017.

OUTLOOK FOR 2018
In 2018, the Company will focus on medium to long-term development strategies,
implement the five strategies to realize a healthy growth, and create value for shareholders

and customers, specifically as follows:

Promote the organic growth of optical fibre preform, optical fibre and optical cable
business: the Company will steadily implement the expansion projects of optical fibre
preform and optical fibre, and increase our production efficiency to optimize supply. The
Company will enhance customer relations, enlarge overseas customers and strengthen our

sales basis to ensure sustainable growth in the long term.

Strengthen technology innovation and intelligent manufacturing: the Company will
optimize innovation and R&D mechanism, integrate internal and external technological
resources and develop more potentially competitive products and solutions. We will also

enhance our intelligent manufacturing ability to further lower costs.

Deepen the internationalization strategy: we will ensure the solid operation of the four
overseas production bases and optimize overseas layout. In the meantime, we will
strengthen our localized sales platforms and marketing abilities to promote a continuous

growth in the overseas markets.
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President’s Report
BERE

Develop diversification: the Company will continue to develop consulting and services
businesses and specialty products. We will closely follow national policies and the
development trend in the industry, actively design and explore new business opportunities,

and find new directions to ensure a revenue and profit growth.

Capital operation: We will optimize our financing operations to facilitate our businesses

development and the rapid growth of our Company.

Zhuang Dan

Executive Director and President

Wauhan, China
23 March 2018
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Optical Fibre Preform

KBRRE

Major Products and Solutions
TEEmK R

Optical Fibre Optical Fibre Cable
b x&

® Feed materials from which optical fibres
are drawn
® The most technological part within the

entire value chain

o EMISEE
.« BEEXRTRITEEREHDS

YORC

St Link Bottes Lile

Solid strands of hair-thin, high quality glass @  Optical fibres bundled together into cables

Electrical signals are converted into light ® Bundled fibres were encased in protective

waves and transmitted through optical fibre jackets

BREGER SREEHTIA
EERBLEANKREHETEER

TR P RARE R
PRI L BAESNAN IR & B
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Major Products and Solutions

TEEmRRSE

Specialty Fibre and Cable

Cabling Solutions

memR

Active Optical Cables (AOC)
AR (AOC)

Specialty fibres are custom designed for
demanding applications and environment
such as mining, aerospace, and medical
industries

We also provide integrated service

solution using specialty fibre and cable

BRABREBERPHREK - AT AR
REBHIRE - PINESE - K BR
TR
RACATREFBR LB AENSES R
%

Wire and cables, connectors and modules
are applied as an integrated system in data

centers, industrial control, FTTx, etc.

BARENE BRI MERER
F o BROGEREL  ARBESP DL
TEZH - AR AFRE
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AOC are primarily used to connect
between consumer electronic devices, and
between devices in personal computing
and in data centers

AOC can significantly enhance transmission

speed and save energy

ACCEBRNERHEEETEM &
EHLNES

AOCTABZREEHER - HHA

SRR

YOFC

St Link Botter Life




With favourable market sentiment and our relentless endeavours, we
have attained several milestones and further solidified our position in

the whole value chain.

Technology Breakthroughs % il € %

® The Ultra Low Loss G.652 and G.654 optical fibres, which would
be used in next generation ultra speed telecom trunk line, have
initially realized scaled production;

® The production efficiency of OM4+ and OM5 multi-mode
optical fibres, which would be deployed in data centers, improved
significantly. It would greatly increased YOFC's manufacturing
capability and competitiveness in the multi-mode optical fibre

market.

o BART—RESRBEHSMULL G652 Ge54XHE
NFEERBCEERN

o ERNEIED LK OMA+ - OMSZ B L BB H REAFE IR
A KERARRACEZE B ERNEEK TN

BN

Internationalisation EIFER{L

® In November 2017, the plant construction of PT. Yangtze Optics
Indonesia was completed. We are able to produce optical cables
locally;

® Sales companies in Thailand and Philippines have been established,
which optimized YOFC's localized production and sales ability

abroad. Our overseas revenue has increased significantly.

s —T—tH+—F ERHEALBEERRRTHEEZE
R BERABERNIUMCEE

o HMEZRE - %ﬁﬁﬁkﬁ%’iﬂﬂ BN A E
ERBENE— SR - REBIIEFRATERESE

o

K

Key Milestones In 2017
0175 2=

ARREFNTMEBERMEAMIENE S - RAERT BREE
AMBR YEETRAEZERETAMA

Honours 5858

® YOFC won the class two “2017 National Science and Technology

Progress Award";
In November 2017, we were awarded with the |7th “China

Quality Award".

Eﬁ”&ﬂ E—F— tiﬁ%%#%iﬁﬁi&i:%ﬁ?
—tF A RRARKEE+LEI2HEEE] -

Influence & H

YOFC was rebalanced into Shenzhen-Hong Kong Connect,
and China Securities Regulatory Commission has received the
application of YOFC's proposed A share offering;

In November 2017, YOFC co-hosted the World Optical Fibre
& Cable Conference, with CRU (British Commodity Research
Institute) in Optics Valley of China for the second time.

RAFHMAFEBRELE  APHEHFEEEELZEEE
REBRMAAEZEAREITHE

“E—tF+—A RRARERECRU(EB BRI
FT)TER BB E A E HHE R AL E RS -
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Management Discussion and Analysis
EEEBNWR DN

OVERVIEW

During 2017, whilst consolidating its advantage in optical fibre preforms, optical fibres
and optical cables, and maintaining its leading position in domestic telecommunications
market, the Group had also been deepening the internationalisation strategy and
constantly expanding in overseas markets. Meanwhile, the Group continued to extend
to both upstream and downstream of the industry chain, actively expand diversified
services, promote its new products and increase the scope of customers and market place

enthusiastically.

During the year under review, the Group's revenue reached another year of record
high to approximately RMB10,336.1 million, increased by approximately 27.8% as
compared to 2016 of approximately RMB8, 11 1.5 million. The Group reported a gross
profit of RMB2,789.2 million, increased by approximately 65.8% as compared to 2016 of
approximately RMBI,682.6 million. Excluding the financial expenses and income tax, the
Group's EBIT increased significantly from RMB905.5 million in 2016 to RMB1,525.0 million
in 2017, representing an increase of approximately 68.4%. The Group's profit for the
year attributable to the equity shareholders of the Company amounted to approximately
RMB1,268.4 million, increased by approximately 76.9% as compared to 2016 of
approximately RMB717.1 million.

Basic eamnings per share was RMBI.86 per share (2016: RMBI.05 per share), which was
calculated based on the weighted average number of shares issued, further details of
which are set out in note V.47 to the audited consolidated financial statements as set out

in this annual report.

On the other hand, the Company managed to generate positive cash flows from operating
activities, further details of which are explained in the section headed “Cash flow analysis”

below.
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Management Discussion and Analysis

In 2017, the Group achieved remarkable financial results whilst earning distinguished
performance and recognition. After many years, the Company won the Class Two Award
of National Science and Technology Progress again, and Class One Award of Science and
Technology of China Institute of Electronics, which endorsed the leading position of the
Company in terms of technology. We were the only one in the industry that won the
“National Quality Award" and won the ICQCC International Quality Management Group
Gold Award successively. We were repeatedly covered by authoritative media programs
such as “News Report”, “Dialogue” of CCTV. We successfully held CRU Global Optical
Fibre and Cable Conference consecutively, which continued to enhance the influence of
the quality brand. At the same time, the Company won the “Excellent Supply Partner
Award" at Huawei's core partner conference and was endorsed and recognized many
times by provincial and municipal companies of China Mobile, China Unicom and China

Telecom.

REVENUE

The Group's revenue for the year ended 31 December 2017 was approximately
RMB10,366.1 million, representing an increase of 27.8% as compared to 2016 of
approximately RMB8, | | 1.5 million.

By product segment, a total revenue of approximately RMB4,702.9 million was contributed
from our optical fibre preform and optical fibre segment, representing a growth of 15.5%
as compared to 2016 of approximately RMB4,073.1 million and accounting for 45.4%
(2016: 50.2%) of the Group's revenue; while a total revenue of RMB5,034.9 million was
contributed by our optical fibre cable segment, representing a much higher growing
momentum of 40.6% as compared to 2016 of approximately RMB3,580.7 million and
accounting for 48.6% (2016: 44.1%) of the Group's revenue. The substantial growth in the
Group's total revenue was mainly due to the ramp up of 4G infrastructure construction by
the three State-owned Telecommunication Operators and the ongoing national initiatives
such as "“Broadband China”, “i

provided positive catalysts and brought additional momentum, in particular, the demand

for optical fibres and optical fibre cables.
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Management Discussion and Analysis
EEEBNWR DN

A total revenue of approximately RMB628.3 million was contributed by others,
representing an increase of 37.3% as compared to 2016 of approximately RMB457.7
million and accounting for 6.0% (2016: 5.7%) of the Group's revenue. The increase was
mainly attributable to the increase in income from RF cables significantly growing by 98.3%

as compared with 201 6.

By geographical segment, a total revenue of approximately RMB9,205.8 million was
contributed by domestic customers, representing an increase of 24.3% (2016: 19.3%) as
compared to 2016 of approximately RMB7,408.5 million and accounting for 88.8% of
the Group's revenue. During 2017, the domestic revenue for optical fibre cables grew
by 34.5% while the optical fibre preforms and optical fibres grew by [5.3%. For overseas
market, a total revenue of approximately RMBI,160.3 million was reported in 2017
representing an increase of 65.0% (2016: 32.7%) as compared to 2016 of approximately
RMB703.0 million and accounting for approximately |1.2% of the Group's revenue. The
growth in overseas revenue was mainly driven by optical fibre cables, which showed an

increase of 78.0% in revenue.

During 2017, the Group had achieved strong business development in both domestic and
overseas telecommunications operator markets which is one of the key stimulators for the

significant growth in the Group's revenue.
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Management Discussion and Analysis

COST OF SALES

The Group's cost of sales for the year ended 31 December 2017 was approximately
RMB7,576.9 million, representing an increase of [7.9% as compared to 2016 of
approximately RMB6,428.9 million and accounting for 73.1% of the Group's revenue. The
increase in cost of sales was lower than our growth in revenue, which was mainly due to
the higher increase in selling price of optical fibre preforms, optical fibres and optical cables

than the increase in costs of major raw materials during the year.

The Group's cost of sales included (i) raw material costs; (i) manufacturing overheads
(including depreciation on machinery and equipment, consumables, rental expenses,

utilities and other manufacturing overheads); and (iii) direct labour costs.

In 2017, the Group's total raw material costs was approximately RMB6,735.7 million,
representing an increase of 16.2% as compared to approximately RMB5,797.4 million in

2016.

For the year ended 31 December 2017, the Group's manufacturing overheads and direct
labour costs amounted to approximately RMB838.6 million, representing an increase of
33.2% as compared to RMB629.8 million in 201 6.

GROSS PROFIT AND GROSS PROFIT MARGIN

For the year ended 3| December 2017, the Group reported a gross profit of RMB2,789.2
million, representing an increase of 65.8% as compared to RMBI,682.6 million in 2016 and
the gross profit margin increased to 26.9% in 2017 (2016: 20.7%). The increase in gross
profit margin was mainly due to the changes in sales structure and upward adjustment in

the average selling prices of optical fibre preforms, optical fibres and optical cables.
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Management Discussion and Analysis
EEEBNWR DN

SELLING EXPENSES

The Group's selling expenses for the year ended 3| December 2017 were RMB304.9
million, representing an increase of 52.9% as compared to RMB199.4 million in 2016.
The increase was mainly due to the increase in salary expenditures due to the increase
in sales staff and more optical cables were sold during the year which resulted in a higher

transportation costs.

ADMINISTRATIVE EXPENSES

The Group's administrative expenses for the year ended 3| December 2017 were
RMB968.1 million, representing an increase of 46.2% as compared to RMB662.2 million
in 2016. The increase was mainly because of the increase in research and development
expenses, staff costs, as well as administrative expenses incurred by the newly established

subsidiaries.

FINANCIAL COSTS

The Group's financial expenses for the year ended 31 December 2017 were RMB78.2
million, representing a decrease of 30.3% as compared to RMBI12.2 million in 2016,
which was mainly because of foreign exchange loss from the re-measurement of those
foreign currency liabilities, mostly in foreign currency denominated bank loans. During the
year, the Group continued to restructure its bank loan by borrowing more RMB loans
in order to decrease the net foreign exchange losses from the exchange depreciation of
RMB against the foreign currencies. As at 31 December 2017, 81.5% of the bank loans
was in RMB, 10% was in US Dollar and 8.5% was in HK Dollar.

The interest rates of the bank loans in 2017 ranged from 1.20% to 5.00% per annum (201 6:
0.10% to 4.75% per annum), while the annual effective interest rate for the borrowings in

2017 was 4.03% (2016: 2.48%).

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

HEEH
AEEBE_ZT—+tFTA=+T—HILF
ENHEEERAARBI049BEL 8=
- RNEMARKE1994BETER529%
BIEFERNHEABRENERN G
HE) ERARARNFEANEHRE KEMEE
TEZREHER o

EEEH
AEEBE_T—tFTRA=1T—HLHF
EHERERAARKESIBEL &=
T RFMARK66L2ABETTIER 46.2%
BIEFERNAEER BIRARARIK
VHMBARMEENEEER -

MKER

AEEBE_Z—+tFTA=+T—HILLHF
E%%%%%ﬁmlﬁéﬁ*ﬁzg—ﬁi
MAREI22BEBITR303% EigE
ERNEIINEBEH(FERINERITENRE
et 2RMNEBLRD - RAFEE - A%
BEZHFTERNELEEAR  BBEE
BEARERBDAREHIINERXLES

BlER FiELngE - RS —+F+ A
=+—H ' AR%  ZEXMBEBERHRT
EFREILLBI D B 2 81.5% » 10.0% F18.5% °

RITEZNFER S —EENTEMNE
Lm%ism%:?—ﬁ¢:$ﬂ$om%§
475%) M_T—+tFREZERFFEXA

4.03%( ZT—7R4F 1 2.48%) °




Management Discussion and Analysis

INCOME TAX

The Group's income tax for the year ended 3| December 2017 was RMB212.3 million,
representing an increase of |13.2% as compared to RMB99.6 million in 2016. On the
other hand, the effective tax rate increased from 12.6% in 2016 to 14.7% in 2017. Details
of the preferential tax treatments of the Company and certain subsidiaries were set out in

note IV.2 to the financial statements contained in this annual report.

CAPITAL EXPENDITURES

During the year, the Group incurred capital expenditures of approximately RMB494.7
million (2016: RMB977.5 million) in total, involving the purchase of fixed assets,
construction-in-progress, intangible assets, which were mainly related to the enhanced
production capacities of three major products at home and abroad as well as the
enhanced production efficiency of existing optical fibre preforms and optical fibre

equipment.

In terms of capital operations, the Company is proceeding with the initial public offering
and listing of A shares. If successfully implemented, the Company will become the first
company in the industry and Hubei province to be publicly listed on two stock markets.
In the future, we will be able to fully capitalise on the advantages of the financial markets
of Hong Kong and Mainland, so as to create value for shareholders and promote the

realization of strategic goals.
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USE OF PROCEEDS FROM THE PRIVATE PLACEMENT

The Company issued an aggregate of | 1,869,000 H shares and 30,783,000 domestic
shares by way of private placement on 18 December 2015. The aggregate net proceeds
from the private placement (after deducting underwriting fees and related issuing
expenses) amounted to approximately RMB251.3 million (equivalent to approximately
HK$302.5 million). As stated in the circular and announcements of the Company in
relation to the private placement, the aggregate net proceeds from the Subscription of H
Shares and domestic shares by the connected persons and employees' limited partnerships
amounted to (i) RMB189.5 million (equivalent to approximately HK$228.6 million) would
be used to construct the Phase Il project of YOFC Science & Technology Park in Qianjiang
to expand the optical fibre preform production capacity of the Group, and the aggregate
net proceeds from the placing of H Shares amounted to (i) RMB61.8 million (equivalent
to approximately HK$73.9 million) would be used to support the development of the
business of the Group, in particular, to expand the production capacity both domestically

and overseas, and as general working capital, respectively.

Up to the end of 31 December 2017, the aggregate net proceeds from the Private
Placement amounting to RMB251.3 million (equivalent to approximately HK$302.5 million)
has been used to (i) contribute capital of RMBI189.5 million (equivalent to approximately
HK$228.6 million) to Yangtze Optical Fibre (Qianjiang) Co., Ltd,, a wholly owned
subsidiary, which is responsible for the Phase Il project of YOFC Science & Technology
Park in Qianjiang, as at 31 December 2017, the paid-up capital has been used to purchase
land and build plant; (ii) for capacity expansion in overseas (a) contribute capital of
RMBI10.5 million (equivalent to approximately HK$12.6 million) to PT. Yangtze Optical
Fibre Indonesia, a non-wholly owned subsidiary in Indonesia, as at 3| December 2017, the
paid-up capital has been used to purchase fibre drawing equipment; (b) contribute capital
of RMB33.1 million (equivalent to approximately HK$39.6 million) to Yangtze Optics
Africa Holdings Proprietary Limited, a non-wholly owned subsidiary in South Africa, as at
31 December 2017, the paid capital has been used to purchase optical cable equipment;
and (c) pay RMB18.2 million (equivalent to approximately HK$21.7 million) as general
working capital for operating expenses. Up to 31 December 2017, the net proceeds from
the Private Placement had been fully utilised in accordance with the uses as set out in the

circular and announcements of the Company in relation to the Private Placement.
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Unused
Actual use of net proceeds proceeds
CERRR HAERRE
Asat Asat Asat Asat
31 December 24 March 31 December 3 December
2016 0174 017 2017
Planned iz Bz Bz i
Planned ueofnet —E-7F ZE-tf CE-tF ZE-tf
Percentage proceeds +2A =A +=R 4=
Use of proceeds from the private placement FARBERBRETE2RE THERLA HUEESE B ZT@ALs  =t-ALE A=t-H
(in RMB million, except for percentage)
(AR%EER BALKN)
Constructing the phase Il project of YOFC Science & Technology B BT RARZE =5
Park in Qianjiang to expand preform capacty BRNBARYEEY 75% 1895 1895 1895 1895 -
Supporting the development and capactty expansion IEASERREY
ofthe Group and supplement working capital WrEEEe 25% 618 58 528 618 -
Tota Ll 100% 513 1423 %3 213 -

# Date of 2016 annual report

GEARING RATIO

The Group monitors its leverage using gearing ratio, which is net debts divided by total

equity. Net debts include all bank loans less cash and cash equivalents. The Group's

gearing ratio as at 31 December 2017 was -15.0% (2016: 7.4%).
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CASH FLOW ANALYSIS
The following table sets forth the selected cash flow data derived from the consolidated

cash flow statement for the year ended 31 December 2017.

REREDM
TREIFHEEBE_FT-—LF+-A
ST-HLEFEZAHRERERZEER
TREHE

2017 2016
—E-tF “E—REF
AR¥T AREBTT
Net cash generated from operating activities RETBELNFRS 1,737,869,941 1,307,218,835
Net cash used in investing activities RELDEANERS (380,963,679)  (1,101,037,334)

Net cash used in financing activities RETHEHANERE (980,582,610) (857,817,661)

Effect of foreign exchange rate changes EXEHHRE (4,385,119) 32,086,493
on cash and the equivalents KReEENNTE

Net increase/(decrease) in cash and cash equivalents ~ IR&RIREFE WL,/ (L) F5E 371,938,533 (619,549,667)

The net cash generated from the Group's operating activities increased by approximately
RMB430.7 million, which was mainly due to the increase in revenue of the Group during
the year that was greater than the net increase in trade and bills receivable and trade and

bills payable.

The net cash used by the Group's investment activities decreased by approximately
RMB720.1 million, which was mainly due to the investment in capacity expansion projects
domestically and abroad in 2016, and the major projects had commenced operation
in 2017 with cash to pay for the construction of fixed assets and intangible assets and

investment in the joint venture decreased significantly from the previous year.

Net cash used by the Group's financing activities increased by approximately RMB122.8
million, which was mainly due to the increase in cash paid for distributing dividends over
the previous year and the decrease in the cash received by subsidiaries as a result of

absorption of minority shareholders’ investments compared to the previous year.
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Management Discussion and Analysis

Cash and cash equivalents as at 31 December 2017 were cash at banks and in hand,
which were mainly in RMB, US Dollars, South African Rand, Euro, HK Dollars and

Indonesian Rupiah.

NET CURRENT ASSETS

As at 31 December 2017, the Group's net current assets was RMB2,281.3 million,
increased slightly by RMB295.3 million from RMB1,986.0 million as at 31 December
2016. The increase in net current assets was mainly due to (I) current bank loans and
non-current bank loans due within one year decreased, which resulted in an increase in
net current assets by approximately RMB389.9 million; (2) accounts receivable and bills
increased by approximately RMB365.2 million, and accounts payable and bills payable
increased by approximately RMB465.3 million, which resulted in a decrease in net current

assets by RMBI100. 1 million.

BANK LOANS

As at 31 December 2017, the Group's bank loans were RMB978.3 million, representing
a significant decrease of RMB778.1 million from approximately RMBI,756.4 million as at
31 December 2016. As at 31 December 2017, 28.4% of the Group's bank loans were
floating-rate loans and 71.6% were fixed-rate loans. Among the Group's bank loans, 8.5%
were Hong Kong dollar loans, 10.0% were US dollar loans, and the remaining 81.5% were
RMB loans.

After the RMB fixing reform on |1 August 2015, the exchange rate of RMB against US
Dollars and Euro showed a decreasing trend. The Group lowered the proportions of
US Dollar and Euro loans by way of replacing US Dollar and Euro loans with RMB loans.
As a result, the proportion of our foreign currency loans decreased from 36.3% as at 3|
December 2016 to 18.5% as at 31 December 2017, while the proportion of RMB loans
increased from 63.7% as at 31 December 31 2016 to 81.5% as at 31 December 2017.
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COMMITMENTS AND CONTINGENCIES

As at 3| December 2017, the Group's outstanding capital commitments on fixed assets
were approximately RMB2,495.1 million (2016: approximately RMB928.5 million),
intangible assets of approximately RMB nil million (2016: approximately RMB16.9 million),
and equity investment of approximately RMB325.5 million (2016: approximately RMB16.7
million). Out of the total amount of unsettled commitments as at 3|1 December 2017
of approximately RMB2,820.6 million (2016: RMB962.1 million), a total of approximately
RMB551.7 million (2016: approximately RMB196.3 million) were contracted, and the
balance of approximately RMB2,268.9 million (2016: approximately RMB765.8 million)

were authorized but not yet contracted by the Board.

As at 31 December 2017, the Group did not have any material contingent liability.

CHARGE ON ASSETS

As at 31 December 2017, except for the Group's houses and buildings with a book value
of RMB49.4 million and land use rights with a book value of RMB26.3 million that were
pledged as collaterals to secure loans of RMBI8.7 million, the Group did not secure other

assets to obtain any bank financing or bank loans.

FUNDING AND TREASURY POLICY

The Group adopts a conservative approach on its funding and treasury policy, which aims
to maintain an optimal financial position and the most economic finance costs as well as
minimise the Group's financial risks. The Group regularly reviews the funding requirements
to ensure adequate financial resources to support its business operations and future

investments and expansion plans as and when needed.
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Management Discussion and Analysis

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES
Most of the revenues and expenses are settled in RMB while some of the Group's sales,
purchases and financial liabilities are denominated in US Dollars, Euro and HK Dollars.

Most of the bank deposits are in RMB, US Dollars, Euro and HK Dollars.

During the year, the Group suffered mainly from the unfavourable fluctuations in exchange
rate movements between RMB and US Dollars or Euro, which resulted in net foreign

exchange losses of RMB28.2 million.

During the vear, the Group entered into several currency structured forward contracts to
reduce our foreign currency risks. The Group will closely monitor the ongoing movements

on exchange rates and will consider entering into other hedging arrangements.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2017, the Group had approximately 4,075 full-time employees (2016
3,500 full-time employees). The Group has designed an annual evaluation system to assess
the performance of its employees. Such system forms the basis of determining whether
an employee should be entitled to salary increments, bonuses or promotions. The
salaries and bonuses that the employees received are competitive with market rates. The
Company has been in compliance with the relevant national and local labour and social

welfare laws and regulations in China.

The Group arranges external training courses, seminars and technical courses for
employees to enhance their professional knowledge and skills, their understanding of

market development and management and operational skills.
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OFF-BALANCE SHEET ARRANGEMENTS

As at 3| December 2017, the Company did not enter into any non-recourse trade
receivables factoring arrangements with a commercial bank in China (2016: RMB Nil).
In addition, as at 31 December 2017, the Company discounted and endorsed certain
bank bills receivable with a carrying amount of approximately RMB225.1 million (2016:
RMB293.8 million) to certain commercial banks in China and its suppliers.

FORMATION OF NEW OVERSEAS PRESENCES

PT. Yangtze Optics Indonesia

On 13 April 2017, the Company established a joint venture namely PT. Yangtze Optics
Indonesia (“YOI") in Indonesia with PT Fiber Optik Teknologi Indonesia (“PT FOTI"). Its
business scope is engaged in optical fibre cable industry business activities. The total paid-
up capital of this joint venture was USD 4 million and this joint venture is held as to 70%
by the Company and 30% by PT FOTI. During the year, a total of USD9.8 million was
contributed by the Company to YOI.

YOI, headquartered in Jakarta Indonesia, is the second joint venture enterprise after PT.
Yangzte Optical Fibre Indonesia which was invested by the Company in Indonesia in
2015. Its plant is located in Karawang, West Java. After the project is built up, its annual

production capacity of optical fibre cable is up to 2.0 million fibre kilometers.
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Management Discussion and Analysis

In response to “the Belt and Road” Initiative, the Company has accelerated its layout of
globalization. YOI is a milestone for the Company to march towards the world, marking
that the Company has accelerated its strategy of internationalization and globalization.
Indonesia, with a population of 260.0 million, is the world's fourth largest country in terms
of population. In recent years, Indonesia was stable in political situation and economic
development. Indonesian government has launched national broadband plan to boost
the development of internet and broadband sharply. Therefore, it can be expected
that Indonesia will come to its climax of building the optical networks, with huge
market demands on optical fibres and cables. The establishment of YOI will complete
the Company's closed loop of optical fibre and cable industry in Indonesia. Based on
integrating the shareholders' resources, the new company will be rooted in Indonesia
and radiated towards surrounding countries and regions, and is to be one of the most

influential manufacturers of optical fibre cable in Indonesia and ASEAN region.

YOFC International (Philippines) Corporation

On 5 December 2017, Yangtze Optical Fibre and Cable Company (Hong Kong) Limited
("YOFC Hong Kong"), a subsidiary of the Company, established YOFC International
(Philippines) Corporation (“YOFC Philippines”) in the Philippines. The scope of business
was to engage in sales of optical fibres and cables and related packaged engineering
services. YOFC Philippines is 100% owned by YOFC Hong Kong and its paid-up share
capital is 10.2 million Philippine peso, YOFC Hong Kong had contributed 10.2 million

Philippine peso in cash during the year.

Pursuant to Chapter 4 and [4A of the Hong Kong Listing Rules, the establishment of
YOI and YOFC Philippines does not constitute a notifiable transaction or connected

transaction of the Company.
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OUTLOOK

The Group's strategic goals remain to be an industry leader and consolidate its current
market position. In 2018, centering on the mid-to-long term strategic plan, the Group
will continue to achieve sustainable growth by implementing the five strategic initiatives
including the organic growth of optical fibre preforms, optical fibres and optical fibre
cables, internationalization, technological innovation and smart manufacturing, related
diversification, and synergy in capital operations, so as to create more value for

shareholders and customers.

In 2017, major countries and telecom operators around the world had announced 5G
construction and commercial plans, and 5G technology standards were gradually launched.
In 2018, 5G will move from the laboratory to the actual deployment. It is expected
that it will realise the scale for commercialization in the coming two to three years. The
investment in global communications infrastructure construction will remain high, and the

demand for optical fibres and optical fibre cables will continue to be strong.

In the face of strong market demand, the Group had seized the opportunity to deploy
strategic layout ahead. In 2017, the Group had newly built and expanded production
capacities in Qianjiang, Lin'an, Lanzhou and Shenyang. The autonomy and flexibility in
supply had increased significantly. In 2018, the Group is planning to implement the Phase
II'and Phase Il projects of YOFC Qianjiang Science and Technology Park, and further
facilitate the implementation of smart manufacturing projects, which will consolidate
production capacity and optimize supply capacity. At the same time, with its sound brand
influence and production capacity layout, the Company won the first share bid in the
central purchasing of optical fibre and optical cable by China Mobile in January 2018.
China Mobile is the largest customer in the global optical fibre and optic cable industry.
[t was the third consecutive time that the Company won the first share bid in the central
purchasing of optical fiber and optical cable, which laid a solid foundation for reinforcing its

market position of the Group and creating good operating performance.
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Management Discussion and Analysis

While maintaining its position in the domestic market, the Group will continue to deepen
its intemationalization strategies. On the one hand, we will continue to tap into countries
along the “One Belt One Road" inftiatives, so as to explore high-potential markets, seek
suitable partners, and improve the layout of overseas operations. On the other hand, we
strengthened the operation of overseas sales entities, focused on marketing localization
and sales to end customers, so as to promote the continued rapid growth of overseas

sales.

In 2018, the Group will continue to implement the innovation-driven development
strategy and upgrade the proprietary developed VAD and OVD process level and
industrialization scale. We will coordinate the use of three major process capabilities,
develop new products with market potential, and provide customers with the best
products and solutions. At the same time, a series of smart manufacturing projects will
be implemented in an orderly manner, which will reduce production costs and improve
customized demand response capabilities. Furthermore, the Company will also use its best
endeavours to explore new scopes such as submarine cables, actively tap into new growth

points, thereby facilitating the sustainable growth of the Group's revenue and profits.

In terms of capital operations, the Company is proceeding with the initial public offering
and listing of A shares. If successfully implemented, the Company will become the first
company in the industry and Hubei province to be publicly listed on two stock markets.
In the future, we will be able to fully capitalise on the advantages of the financial markets
of Hong Kong and Mainland, so as to create value for shareholders and promote the

realization of strategic goals.
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Directors’, Supervisors’ and Senior Management’s Profiles
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EXECUTIVE DIRECTORS

Mr. Zhuang Dan ($£53), age 47, has been appointed as an executive Director of the
Company with effect from 24 January 2017. Mr. Zhuang has been the president of the
Company since September 201 |. He is primarily responsible for strategic development
and planning, and day-to-day management of the Company. Mr. Zhuang has more than
|9 years of experience in the optical fibre and cable industry. He joined the Company
in March 1998 and served as the manager assistant of the finance department primarily
responsible for financial management from March 1998 to April 2000, the manager of
the finance department primarily responsible for financial management and providing
comprehensive management and strategic decisions to the Company from April 2000 to
November 2001, and the chief financial officer primarily responsible for overseeing the
overall financial and accounting related matters from November 2001 to September 201 1,
consecutively. Mr. Zhuang obtained a bachelor's degree in auditing from Wuhan University
(EVERZ)Y in July 1992, a master's degree in accounting from \Wuhan University in June
1995, a doctorate in accounting from Zhongnan University of Finance and Economics (#
MR in June 1998, and a postdoctoral certificate in business administration from
/E?f%%ﬁ%i) in April 2001. Currently,

he is a deputy to the |3th session of the People's Congress of Hubei Province. He has

Shanghai University of Finance and Economics (

received special government allowance awarded by the State Council of the PRC,
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Directors’, Supervisors’ and Senior Management’s Profiles
EE EERSREBEAERHE

EXECUTIVE DIRECTORS (Contd)

Mr. Frank Franciscus Dorjee (38 ® %), age 57, has been an executive Director since
[9 December 2013. He has also been the Vice Chairman of the Board during the first
session of the Board and is a member of the Nomination and Remuneration Committee
of the Company. He is primarily responsible for overall management of the Company's
investment strategies and business development. He joined the board of directors of
YOFC as a director on 24 January 201 |. Mr. Dorjee once joined the board of directors of
Oman Cables Industry (SAOG), a company listed on the Muscat Securities Market (Stock
Code: OCAI) in March 2012 and had been serving as the vice-chairman of the board of
directors for the period from July 2012 to | December 2014. He has also been a member
of the supervisory board and chairman of the audit committee of Randstad Holding N.V,,
a company listed on the Euronext Amsterdam (Stock Code: RAND), since April 2014.
Since September 2016, he has also been a member of the board of Supervisors and the
chairman of the audit committee of Koole Terminal BV (Zaandam, the Netherlands),
an international storage company providing logistic solutions. He has also been member
of the supervisory board of Fotowatio Renewable Ventures since July 2017, a leading a
leading global developer of renewable utility-scale projects. Since August 2017, he has
also been a member of the Supervisory Board and the Chairman of the Audit Committee
of Beacon Rail Lux Holdings SAARL, a rolling stock leasing company serving the Pan
European and North American markets. Prior to these positions, Mr. Dorjee joined KPMG
Accountant NLV. in 1986, an international accounting firm, and was appointed partner
in January 1995. He joined Van der Moolen Holding N.V., which was a Dutch equity
trading firm and one of the specialists on the New York Stock Exchange, in October 2000
and served as the chief financial officer and a member of the executive board primarily
responsible for overall financial affairs until February 2005. From March 2005 to December
2009, he acted as the chief financial officer and a member of the board of management
of Draka Holding N.V., a company then holding 100% equity interest in Draka, one of the
substantial shareholders of the Company, where he was primarily responsible for overall
financial affairs. He further served as the chief executive officer and chairman of the board
of management of Draka Holding N.V. from January 2010 to February 2011, where he
was primarily responsible for overall financial affairs. Mr. Dorjee also served as the chief
strategic officer primarily responsible for corporate development affairs and a member of
the board of directors of Prysmian S.p.A. from March 2011 to February 2014. Prysmian
SpA. indirectly holds 100% equity interest in Draka, one of the substantial shareholders
of the Company, and is a company listed on the Milan Stock Exchange (Stock Code:
PRYMY). Mr. Dorjee studied at the University of Amsterdam from September 979
until March 1986 and obtained a bachelor's degree in economics and law in July 1984, a
master’'s degree in business economics in July 1984, a master's degree in tax law in March
1986 and a master's degree in tax economics in March 1986. He has been a certified
public accountant registered at the Nederlands Instituut van Register accountants since
March 1987.
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Mr. Ma Jie (FB7R), age 47, has been a non-executive Director since 19 December
2013. He has been elected as the Chairman of the Board and has been appointed as
the chairman and a member of the Strategy Committee of the Company with effect
from 24 January 2017. He is responsible for providing strategic advice and making
recommendations on the operations and management of the Company. He joined the
board of directors of YOFC as a director on |2 August 201 I. Mr. Ma has been serving as
a director of the board and the general manager of China Huaxin, one of the substantial
shareholders of the Company, since October 2017. Prior to these positions, he was the
vice chairman of the management committee and the executive deputy general manager
primarily responsible for overall business operation and management of China Huaxin,
since June 201 | and since January 2013, respectively. He has also held positions in several
subsidiaries of China Huaxin, including serving as a non-executive director of Alcatel-
Lucent Shanghai Bell Co, Ltd. (£ /8 B B I& 3 B R 22 7)) since November 2012, a
member of the Advisory Council of RFS Radio Frequency Systems Holdings Ltd. (&3t
BLESAZRRIEREBR A F]) since November 2012, a director since November 2012
and currently the chairman of Unihub China Information Technology Co., Ltd (R & &
BIEEHEBR A F]), the chairman of Shanghai Huaxin Network Ltd (_E/&EE{EE R
WERHEARAF]) (currently known as Shanghai Huaxin Infotech Ltd (_E/EEERE
BEBEBR A7) since April 2014, a director of Alcatel-Lucent Enterprise Holding
(currently known as ALE Holding) since October 2014, and a director of Huaxin Capital
Investment Management Ltd (EEREZEAREEIRER A R]) since February 2016

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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NON-EXECUTIVE DIRECTORS (Contd)

Prior to the current positions, Mr. Ma held several management level positions in Alcatel-
Lucent Shanghai Bell Co., Ltd. from July 1998 to June 2011, including serving as the
consultant of strategic consulting and investment development primarily responsible for
providing strategic and investment advices to the chairman from July 1998 to December
1999, the director of human resources primarily responsible for overseeing the human
resources related matters from January 2000 to June 2002, the vice-president primarily
responsible for overall management of human resources from July 2002 to August
2006, and the executive vice-president primarily responsible for overall management
of human resources from September 2006 to June 201 1. Mr. Ma had been serving as
a director of Alcatel-Lucent Shanghai Bell Software Co., Ltd. (E/8 E BB B R A
A]) from November 2012 to December 2017. Mr. Ma also held positions in several
other subsidiaries of China Huaxin, including serving as a director of China Credit
Information Technology Company Limited (7 15 Bl i {5 B & i1 B R 2 &
August 2011 to September 2014 and a director of Shanghai Fortune Communications
Technology Development Co,, Ltd. ( L/ & MRB{E R MEEBR 2 7)) from March
2003 to September 2014. Mr. Ma graduated from Nankai University (IR AZ) with a

bachelor's degree in economics and a doctorate in economics in July 1993 and July 1998,

A]) from

respectively. He also obtained an executive master of business administration from a joint
program of Washington University in Saint Louis and Fudan University (€ B KX 2) in
March 2005.

Mr. Yao Jingming (Bk# 83 ), age 53, has been a non-executive Director since 9 June
2015. He is responsible for providing strategic advice and making recommendations on
the operations and management of the Company. He was appointed as a supervisor
of the Company on |9 December 2013 and had been responsible for supervising the
performance of duties by the directors and senior management at the Company until 9
June 2015. Mr. Yao has over 30 years of management experience in the communications
industry. Mr. Yao has been concurrently serving as the deputy general manager of China
Huaxin, one of the substantial shareholders of the Company, where he is in charge of
technology, strategy and international mergers and acquisitions since February 2013. He
also holds positions in two subsidiaries of China Huaxin, including serving as a director of
LEERARE
Bilr#E AR A A]) since December 2012 and the general manager and a director of
Shanghai Sincere Technology Co., Ltd. ( L/8EERHZAMR AR ) since July 2013,
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Prior to the current positions, from July 1986 to January 2013, Mr. Yao held various
positions in Alcatel-Lucent Shanghai Bell Co., Ltd, a subsidiary of China Huaxin, including
consecutively serving as a software engineer, the software development manager, the
manager of technology development department and the manager of customer service
department from July 1986 to September 2000, the general manager of the switching
network division primarily responsible for marketing, products management and research
and development from October 2000 to June 2002, the vice president of the company
primarily responsible for operation and daily management of the voice network division
from July 2002 to December 2003, the executive vice president of the company from
January 2004 to January 2013, during which period, he was in charge of the management
and operation of the fixed communication network group, the cable network group and
the communications network group from January 2004 to January 2009, in charge of
solutions provision and marketing from January 2009 to March 2010, in charge of quality
control and reform from April 2010 to February 2011, and in charge of international
business from February 201 | to January 2013. Mr. Yao obtained his bachelor's degree in
computer science from Shanghai Jiaotong University (/8 338 A E2) in June 1986, an
executive master of business administration from China Europe International Business
School (R EREIBE TR ERT) in April 2001, and a doctorate in business administration
from the Hong Kong Polytechnic University in October 2008,

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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Mr. Philippe Claude Vanhille (3E & & o 58 % B), age 54, has been a non-executive
Director since |9 December 2013. He has been elected as the Vice Chairman of the
Board and appointed as a member of the Strategy Committee of the Company with
effect from 24 January 2017. He is responsible for providing strategic advice and making
recommendations on the operations and management of the Company. He joined the
board of directors of YOFC as a director on 23 May 2013. Mr. Vanhille has over 25 years
of experience in optical fibre and cable industry. He has been serving as the senior vice-
president of Telecom Business Unit of the Prysmian Group since May 2013, where he
is primarily responsible for the global telecom business of the Prysmian Group, and an
executive director of Draka, one of the substantial shareholders of the Company, since
June 2013. Mr. Vanhille concurrently also holds several positions in certain subsidiaries of
Prysmian S.p.A., a company listed on the Milan Stock Exchange (Stock Code: PRYMY),
including serving as a non-executive director of Draka Comteq Fibre B.V. since January
2013, a member of the Comité de Controle of Draka Comteq France S.AS. since June
2013, the chairman of the board of directors of Fibre Ottiche Sud Sr.. since October
2011, a non-executive director of Prysmian Cables and Systems USA LLC since June 2013
and a non- executive director of Precision Fibre Optics Ltd, a joint venture owned as to
50% by the Prysmian Group, since June 2013. He has also been serving as the chairman of

Telecom committee of Europacable (European Trade Association) since May 201 3.
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Prior to the current positions, Mr. Vanhille acted as a R&D engineer for Renault S.A.
from October 1989 to February 1991, where he was primarily responsible for improving
Formula | engine parts. He moved to the cable industry in 1991 with Alcatel Cable
France S.AA. Over the past 22 years he held a number of senior operations and general
management positions within the cable industry for Alcatel Cable France S.A. and Draka
Holding N.V., a company then listed on the Euronext Amsterdam (Stock Code: DRAK),
and subsequently in the energy, copper telecom and optical fibre sectors. He was head of
Optical Fibre Business Unit of Draka Holding N.V. at the time of the acquisition of Draka
Holding N.V. by Prysmian Sp.A. in 201 |. He also concurrently served as a non-executive
director of Shenzhen SDG Information Draka Optical Fibre Co,, Ltd. (3% I 5 2 {5 &
BT R AR AT, currently known as Shenzhen SDGI) from January 2008 to June
2009. From July 201 | to May 2013, he further served as a vice president of Optical Fibre
Business Unit of the Prysmian Group, where he was primarily responsible for the global
optical fibre business of the Prysmian Group, and a director of Draka Comteq France SAS..
Mr. Vanhille obtained a master's degree in mechanical engineering from LN.S.A. Lyon,
France in June 1989 and graduated from Institut Francais de Gestion, Aix-en-Provence,

France in June 1997 with a master's degree in management.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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Mr. Pier Francesco Facchini (BZ3XB8 ® A% € ), age 50, has been appointed as a non-
executive Director of the Company with effect from 24 January 2017. He is currently
the chief financial officer, the [T director and an executive director of Prysmian S.p.A,
a company listed on the Milan Stock Exchange (Stock Code: PRYMY) and the holding
company of Draka (one of the substantial shareholders of the Company), and he has
been a member of the board of directors of Prysmian S.p.A. since February 2007. Mr.
Facchini also holds a number of positions in the subsidiaries of Prysmian S.p.A. He is
currently the president of the Comité de Controle of Draka Comteq France S.A.S, and
holds the same position at Prysmian Cables et Systemes France S.AS.. He is the chairman
of the Board of Commissioners in P.T. Prysmian Cables Indonesia and the chairman of the
board of directors of Prysmian Treasury Sr.l. Mr. Facchini is also a member of the board
of directors in several subsidiaries of Prysmian S.p.A., including Prysmian Cables Spain SA,
Prysmian Cavi e Sistemi S.r.l, Prysmian Treasury S.rl. and Prysmian (China) Investment
Company Ltd.. He is also the chairman of supervisory board of Prysmian MKM Magyar
Kabel Muvek KFT. Since November 2017, He has also been a director, vice president and

treasurer of Alisea Corp.
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Mr. Facchini has over 25 years of working experience in the management of financial
matters for companies in various industries. From September 1991 to April 1995,
Mr. Facchini worked in Nestlé Italiana S.p.A., a subsidiary of the food and beverage
multinational, where he held different posts including assistant to the finance &
administration director, deputy treasurer and internal auditor. From May 1995 to April
2001, Mr. Facchini worked for Panalpina Group, a multinational company operating in
the transportation and freight forwarding industry. Mr. Facchini first served as the finance
director of Panalpina Trasporti Mondiali S.p.A. from May 1995 to April 1996, and then as
the finance director of Panalpina Korea Ltd. from May 1996 to December 1997. In the
Panalpina Group, he also held the position of regional controller for the APAC region,
based in Singapore, from September 1998 to April 2001. In May 2001, Mr. Facchini was
appointed as the finance & control director of the Financial and Consumer Services
Business Unit in Fiat Auto S.p.A, an automobile manufacturer, where he worked until
April 2003. From May 2003 to December 2006, Mr. Facchini acted as the chief financial
officer at Benetton Group, a fashion and apparel company, where he had the ultimate
responsibility for the group’s financial and legal matters. Mr. Facchini obtained a doctoral
degree in business administration from Universita Bocconi, Milan, Italy, in March 1991.
He was granted the professional qualification as a certified chartered accountant by the

Ministry of University, Research and Development in Italy in 1994.

Mr. Xiong Xiangfeng (R&EI£), age 53, has been a non- executive Director since
|9 December 2013. He is responsible for providing strategic advice and making
recommendations on the operations and management of the Company. He joined the
board of directors of YOFC as a director on 5 August 2013. Mr. Xiong has over 30 years
of experience in optical fibre and cable industry. Mr. Xiong has served as the president
of Yangtze Communications, one of the substantial shareholders of the Company and a
company listed on the Shanghai Stock Exchange (Stock Code: 600345), since April 2013,
where he was primarily responsible for the overall management of the company and a
director since May 2014. Mr. Xiong has also held several positions in certain subsidiaries of
Yangtze Communications since April 2013, and is currently the Director of Wuhan YOFC
Cables and the chairman of the board of directors of Wuhan YCIG Zhilian Technology
Company Limited. (EUE R/ LBEBMEMBRAR).

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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Prior to the current positions, Mr. Xiong worked at Wuhan Research Institute of Posts
and Telecommunications (I /& % &

secretary of Youth League committee primarily responsible for handling matters in relation

Bt 98 Bt ) and consecutively served as the

to the Youth League from January 1989 to December 1992, the principal staff of office
primarily responsible for administration management from December 1992 to February
1995, the deputy director of office primarily responsible for administration management
from February 1995 to March 1997, the deputy director of the optical fibre and cable
department primarily responsible for production and operation of the optical fibre and
cable and the general manager of the cable plant primarily responsible for management
and operation of the plant from March 1997 to December 1999. Since December 1999,
Mr. Xiong served various positions in FiberHome Telecommunication Technologies Co.,,
Ltd. (BNBEMBRBNARS
(Stock Code: 600498), including the secretary of the board of directors from December

al), a company listed on the Shanghai Stock Exchange

1999 to March 2002, the vice president and the secretary of the board of directors from
April 2002 to April 2005, the vice president, the deputy Party secretary, the secretary of
the board of directors and the chairman of labour union from May 2005 to March 2010
and the vice president, the deputy Party secretary and the chairman of labour union from
April 2010 to April 2013. Mr. Xiong was the chairman of the board of directors of Wuhan
NEC Fibre Optic communications Industry Co.,, Ltd. (EVZBEHXBELEBRAT)
and Yangtze Acmiconductory Lighting Joint Stock Limited Company ()T % &84
BHERR R BBR A F]), from April 2014 to August 2017 and from March 2016 to October
2017 respectively. Mr. Xiong obtained his bachelor's degree in photoelectric imaging
technology from East China Institute of Engineering (2 R T £ B, currently known
as Nanjing University of Science and Technology (78 R 3 T K 2)) in July 1986 and a
master's degree in business administration from Wuhan University (& X £) in June
2009.

Ms. Zheng Huili (BFE2 % ), age 58, has been a non-executive Director since 19 December
2013. She is responsible for providing strategic advice and making recommendations on
the operations and management of the Company. She joined the board of directors of
YOFC as a director on 12 April 2006. Ms. Zheng has over 27 years of experience in
company operation and management. Currently she also serves as the deputy secretary of

the Party committee of the Company.

EEREREEAEHE

EHITESRH)

EBRABALA - REEXER—NNANE
—RE-ANZF+ZRAEREBER2MH
AREZER(FEAEREAEEERE
H) R—ANZF+ZAE-ANEEFZ

AERBEERBE(FZERETHER) K
—NWNRFZAE-NANEF=AERBEE
IE(FBEBETHRER)  R-AALF=

AE—NNANET - AERBREDEIEE
(FRARAEREREAEAT) REERM
REEHEERELERHE) - B— AN
FT_AERAERBETRABERK

H&fﬁﬁﬁﬁ"i(a“ﬁ?ﬁébE’é”?&%ﬁﬁt
CIRE RS 600498) ) Z A B AL R

—ijle$+ AZ_TT_§= HT?:%%
enE —TE_FNAEZE_ZTTRFONA
TREHREFENE  —TTLF0LAE
—_T-TF-RAERH  EZREL - E

EeWMERTIETE  —E-TENMAE-
T--FNAGRREY  EZREXLTIE
TERAENER -_E-—NEMAZE T

—t+tFEN\AEBRERELBEIXARRA
RAEERENR-_ZE-—RF=ZAE-_T—+LF
TAERERIFERRAMEROARD
AEER - BREER-NAN\RFLAESE
RIZR(ABEREIANR)LERGRIM
BB YR _TTAFSARGREKR
BTHERBLTSM -

BEBEZL S8 R-T—=F1_7
‘?’ﬂEli%iF#ﬂﬁé% BEHARANEL
EHERREARERESNER RIELRE
FoBRRZEERNFEATZAMARRE
EEHEES HULHERUFNRLELE
LERKER - RERTEEALFAEZE
it e

RRERXMABROERAF / F3H2017

43



44

Directors’, Supervisors’ and Senior Management’s Profiles

ES ESKAREBEAEEHE

NON-EXECUTIVE DIRECTORS (Contd)
Prior to the current positions, Ms. Zheng worked at Huazhong Information and
Technology Group Co,, Ltd. (ER E ERMEB AR QA

Information and Technology Principal Company Limited (2 /1 {5 2

A]) (formerly, Huazhong
BRI # R 7A)) a
company mainly engaged in the operation and management of state- owned assets,
from April 1988 to October 2005, consecutively serving as the deputy director of
human resources primarily responsible for overall human resources management from
April 1988 to February 1993, the director of human resources primarily responsible for
overall human resources management from March 1993 to October 2005, the minister
of organization department of the Party Committee primarily responsible for training,
selection and appointment of senior management personnels from June 1997 to October
2005, a member of the Party committee from July 1997 to October 2005, where she
was primarily responsible for Party related matters and also participated in the operation,
management and decision- making of development strategies of the company, the general
secretary of the discipline committee from December 1999 to October 2005, where
she was primarily responsible for disciplinary inspection and also participated in the
operation, management and decision-making of development strategies of the company,
and the deputy secretary of the Party committee primarily responsible for assisting the
secretary of the Party committee with the Party related matters and participating in the
decision-making of operation, management and development strategies of the company
from March 2003 to October 2005. Ms. Zheng also served as the deputy secretary of
the Party committee and the general secretary of the discipline committee of Yangtze
Communications, one of the substantial shareholders of the Company and a company
listed on the Shanghai Stock Exchange (Stock Code: 600345), where she was primarily
responsible for disciplinary inspection, from December 2005 to July 2016 and from
June 2006 to July 2016, respectively. Ms. Zheng graduated from the Party School of the
Chinese Communist Party Wuhan Municipal Committee (R 22 E T Z E1R) with a
bachelor's degree in June 1998 and obtained a master's degree in business administration
from Asia Interational Open University (Macau) (currently, the City University of Macau)
in October 2000. Ms. Zheng is a senior economist (/= A% € 3% Bl ) and senior political
analyst (75 2B TAM). She was the winner of the Wuhan Labor Medal (# /£ L —
BE)HEE) issued by All Wuhan Federation of Trade Unions (EVETTETLTE) in April
1997. She has been a member of Wuhan Economic Professional Qualification Assessment
Committee (BUETEEZXERRBBIHEBRTELZEE) since December 1998,
She has also been a member of the tenth, eleventh and twelfth executive committee of
the Women's Federation of Wuhan (&M 7 ) since July 2006.
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Directors’, Supervisors’ and Senior Management’s Profiles
EE EERSREBEAERHE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Ngai Wai Fung (Bf21£), age 56, has been an independent non-executive Director
since 24 September 2014. He is the Chairman of the Audit Committee of the Company
and is responsible for providing independent advice on the operations and management
of the Company. Dr. Ngai has been the director and the chief executive officer of SW
Corporate Services Group Limited, a specialty corporate and compliance services provider

to companies in pre-IPO and post-IPO stages, since January 201 .

In addition, Dr. Ngai currently holds directorships in the following companies listed on the

Hong Kong Stock Exchange and other securities markets:

BAUFHTES

REEBL Sem R-FT-—NFAA
“TOEEABUFATES - WALKRF
ERBEIR  ARHARRIMEERE
BREBYER -HELE _T——F—A
EEEEXTECXRBEEEERAR(F
ARBERAAEENRANRARMEEE(E
B)RERREHLDE)NESRITRER -

beoh - BB B RTEE THIREBR R TR
HiEsmig LM ARNES

Company Name Company Name
(English) (Chinese) Securities Market ~ Stock Code  Position Held Appointment Date
DE B () AEER(PX) HHEWE BHRs B ZEAH
Bosideng International W A E B AR Hong Kong 3998 independent non-executive September 2007
Holdings Limited BRAR Stock Exchange director and the chairman
of the audit committee
BB BUFRTESR —TELENA
ERZEEIR
Powerlong Real Estate BEMEZR Hong Kong 1238 independent non-executive June 2008
Holdings Limited BRAR Stock Exchange director and the chairman
of the audit committee
BB BUFRTESR —ZENFRHA
ERZEEIR
BaWang International FIRR(RE) Hong Kong Stock 1338 independent non-executive December 2008

(Group) Holding Limited ~ #IRABMRAR  Exchange

BB

director, the chairman of
the audit committee and

a member of the nomination
committee and the

remuneration committee

BUFRTES —EEN\F

ERZBQIRFREA +=A
ZEGNFMEESGKE
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Company Name
(English)
AEREW(EX)

Company Name
(Chinese)
AREB(HX)

EENEREEAGRHE

Securities Market

BHEHS

Stock Code
g

Position Held

B

Appointment Date

ZEEH

Health and Happiness (H&H) 24 (H&H ) BIFE

International Holdings
Limited (Formerly known
as Biostime International

Holdings Limited)

SITC International Holdings
Company Limited

DK Solar Co,, Ltd.

ERARA A
(BIMEREETT
R R E R
NI

s Lol szl
ABRAT

Hong Kong [112
Stock Exchange

BB

Hong Kong 1308
Stock Exchange

BB

OTC Pink Limited  LDKYQ

Information

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

independent non-executive
director, the chairman of
the audit committee and
a member of the nomination
committee and the
remuneration committee

BAFRTES
EREZEELR  RE
ZEENFMEESEKE

independent non-executive
director and a member of

the audit committee, the

remuneration committee and

the nomination committee
ﬁﬁ#ﬂﬁ%?%%ﬁ
ZEE® FMEEEN
REZBENE

independent director and
a member of the audit
committee, the compensation
committee and the corporate
governance and nomination

committee

July 2010

~F-FFLA

September 2010

—E-2FNHA

July 201 |

—E——F+A
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Company Name

Company Name

(English) (Chinese) Securities Market ~ Stock Code  Position Held Appointment Date
AREW(EX) AREB(HFX) BHFDE RS Bz ZERH
Beijing Capital Grand Limited H&I$E KB ZAR]  Hong Kong 1329 independent non-executive December 2013
(formerly known as Stock Exchange director, the chairman of
Beijing Capital Juda Limited) the audit committee and
a member of the
remuneration committee and
the nomination committee
BB P BAFRTES B —T-=F
ZEgIFERFMZEE +-A
MigRZEgKE
BMG Corporation TtReBE Hong Kong 2009 independent non-executive November 2015
RN BRAA] Stock Exchange director and a member
(AIfEA bR of the audit committee,
BN ER Shanghai ke the remuneration and
NGID) Stock Exchange nomination committee and
the strategic committee
BB BUFNTES  EX —T—-0F
288 HFMERESL +—A
LRI £RE BB REE
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Company Name Company Name
(English) (Chinese) Securities Market ~ Stock Code  Position Held Appointment Date
AEREW(EX) AREB(HAX) BHFDE BRADCSR Bz ZERH
TravelSky Technology HERME A%  Hong Kong 696 independent non-executive January 2016
Limited D BR AR Stock Exchange director, the chairman of the
audit and risk management
committee and a member
of the remuneration and
evaluation committee
BB P BUFNTES FExh T HA
EREBRZEEERENR
FHEEZZEEKE
SPI Energy Co,, Ltd - NASDAQ SPI independent director, May 2016
Stock Market the chairman of the audit
committee and a member of
the compensation committee
METER, BUEE ERZESIFE —T—AF1A
BEm 5 FEFMEEGKE
China Communications BB RRAR(D  Hong Kong Stock 1800 Independent non-executive November 2017
Construction Company BRRAT] Exchange director, the chairman of the
Limited audit and internal control
Shanghai Stock 601800

committee, a member of the

Exchange . ,
remuneration and appraisal

committee; a member of the

nomination committee

BB T BYFRTES : FtEAN —T—+F

BLZEGXE  FMEE +—A

LBEBRSM HERERA : REER
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INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Dr. Ngai has over 20 years of senior management experience acting as the executive
director, chief financial officer and company secretary, most of which are in the areas of
finance, accounting, internal control and regulatory compliance, corporate governance
and secretarial work for listed issuers including major red chip companies. He had led or
participated in a number of significant corporate finance projects including listings, mergers
and acquisitions as well as issuance of debt securities. Dr. Ngai served as an independent
non-executive director of China Railway Construction Corporation Limited ({7 B
BRI AR AR, a company listed on the Hong Kong Stock Exchange (Stock Code:
|'186) and the Shanghai Stock Exchange (Stock Code: 601 186), from November 2007
to October 2014, an independent non-executive director of Sany Heavy Equipment
International Holdings Company Limited (= — & 5 B %R B R 22 A]), a company
listed on the Hong Kong Stock Exchange (Stock Code: 631), from November 2009 to
December 2015, an independent non-executive director of China Coal Energy Company
Limited (FF BIFR B BEIRAR 19 B R A2 B]), a company listed on the Hong Kong Stock
Exchange (Stock Code: 1898) and the Shanghai Stock Exchange (Stock Code: 601898),
from December 2010 to June 2017, an independent non-executive director of China
Railway Group Limited (% B 4+ & ik 7 A BR 22 7)), a company listed on the Hong
Kong Stock Exchange (Stock Code: 390) and the Shanghai Stock Exchange (Stock Code:
601390).

Dr. Ngai graduated from University of Wolverhampton with a bachelor's degree in law in
Wolverhampton, the United Kingdom, in October 1994. He received a master's degree
in business administration from Andrews University in Michigan, USA in August 1992, a
master's degree in corporate finance from Hong Kong Polytechnic University in Hong
Kong in November 2002, and a doctoral degree in economics from Shanghai University
of Finance and Economics (/88 AEAE) in Shanghai, PRC, in June 201 |. Dr. Ngai has
been a fellow of the Institute of Chartered Secretaries and Administrators and The Hong
Kong Institute of Chartered Secretaries since November 2000 and had been a president
(between 2014 and 2015) of The Hong Kong Institute of Chartered Secretaries. Dr. Ngai
has been a member of the Hong Kong Securities and Investment Institute since February
2012, a member of the Hong Kong Institute of Certified Public Accountants since July
2007, a fellow of the Hong Kong Institute of Directors since February 2010, and a fellow
of the Association of Chartered Certified Accountants in the United Kingdom since
March 2012. He has been a member of Qualification and Examination board of the Hong
Kong Institute of Certified Public Accountants since January 2013 and a member of the
General Committee of The Chamber of Hong Kong Listed Companies since June 2014.
Dr. Ngai has been appointed as a Finance Expert Consultant by the Ministry of Finance
of the PRC since June 2016. He had been the Adjust Professor of law of Hong Kong Shui
Yan University and a member of the Working Group on Professional Services under the
Economic Development Commission of The Hong Kong Special Administrative Region
(between January 2013 and March 2018).
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ES ESKAREBEAEEHE

INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Dr. Ip Sik On Simon (E#% ), age 69, has been an independent non-executive Director
since 24 September 2014. He is a member of the Audit Committee and the Nomination
and Remuneration Committee of the Company and is responsible for providing
independent advice on the operations and management of the Company. Dr. Ip is a
solicitor and Notary Public. He is currently the chairman of The Hong Kong Jockey Club
and the president of Riding for the Disabled Association Ltd.. He has been an independent
non-executive director of Hang Lung Group Limited (Stock Code: 0010) since July 1998.
Dr. Ip practised with Johnson Stokes & Master (a Hong Kong- based law firm, now known
as Mayer Brown JSM) since March 1972 and was subsequently admitted as a partner
in April 1977 and continued in this capacity until his retirement from legal practice in
September 2004. He was the Senior Partner and Chairman of Johnson Stokes & Master
for eight years. Dr. Ip was the president of the Law Society of Hong Kong from May 1987
to May 1989, a Legislative Councillor from 1991 to 1995 representing the Legal Functional
Constituency, and the founding chairman of the Council of the Hong Kong Institute of
Education (now known as The Education University of Hong Kong) from April 1994 to
April 2003. Dr. Ip received an honorary Doctor of Education from Hong Kong Institute of
Education in 2003, an honorary Doctor of Laws from the City University of Hong Kong
in November 2009 and an honorary Doctor of Laws from the Hong Kong University
of Science & Technology in 201 I. Dr. Ip has been admitted as a solicitor in England &
Wales since December 1971 and in Hong Kong since April 1972, He is an honorary court
member of the Hong Kong University of Science and Technology, an honorary lecturer
in the Department of Professional Legal Education of the University of Hong Kong since
September 2012, an honorary research fellow of the Faculty of Law of Tsinghua University
(JE#E K E), the co-chairman of the international advisory board of the School of Law
of the City University of Hong Kong and a member of the advisory board of the Hong
Kong AIDS Foundation. He was also an honorary fellow of the Management Society for

Healthcare Professionals from 1984 to 2004.
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EE EERSREBEAERHE

INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Mr. Li Ping (), age 64, has been an independent non- executive Director since 24
September 2014 and is a member of the Strategy Committee of the Company. He has
been appointed as the Chairman and a member of the Nomination and Remuneration
Committee with effect from 24 January 2017. He is responsible for providing independent
advice on the operations and management of the Company. Mr. Li has extensive
administrative experience in the management of listed companies and has over 40 years
of experience in operation and working in China's telecommunications industry. Mr. Li
has been serving as the chairman and an executive director of China Communication
Service Co, Ltd. (FBUB{ERMEARMBMAR]), a company listed on the Hong Kong
Stock Exchange (Stock Code: 552), for the period from August 2006 to October 2014.
Prior to these positions, he once served as the executive vice president of China Telecom
Corporation Limited (Bl EZARH AR A E]), a company listed on the Hong Kong
Stock Exchange (Stock Code: 728), the vice chairman and chief operating officer of
China Mobile Limited (R EI# B AR A F]), a company listed on the New York Stock
Exchange (Stock Code: CHL) and the Hong Kong Stock Exchange (Stock Code: 941)
and the Deputy Directorate General of Telecommunications of the Ministry of Posts
and Telecommunications of the PRC (F? Bl % & &, the predecessor of the Ministry
of Industry and Information Technology of the PRC (H1 I T % {5 B.{L F)). Mr. Li
graduated from Beijing University of Posts and Telecommunications (1t = ¥ & K &)
majoring in radio communication in October 1975 and graduated from the University at
Buffalo School of Management of the State University of New York, USA, with a master in

business administration in January 1989.
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INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Dr. Li Zhuo (ZE£), age 48, has been an independent non- executive Director since 24 September
2014. He is a member of the Audit Committee and Strategy Committee of the Company and is
responsible for providing independent advice on the operations and management of the Company.
Dr. Li'is currently a professor of economics and the deputy director of the Centers Researches
bases of The Ministry of Education, Center for Economic Development Research of Wuhan
University (V& AE2). From July 1989 to August 1992, Mr. Li worked atXiangfan Branch of China
National Real Fstate Development Group Corporation ({FBIFS HERZEEE AR EE D
/A A]), a company engaged in real estate development and property assets management.
He later worked at Guangzhou Branch of the People's Bank of China (FHEI A RIR1TE
M5377). Dr. Lii has been working at Wuhan University since 1998 and consecutively held
the positions of lecturer and assistant professor until 2001 and until 2006, respectively.
Since 2006, he has been a professor of Wuhan University. He also served as a visiting
scholar of University of lllinois at Urbana-Champaign from July 2002 to July 2003 and
University of Paris lll in 2007. Dr. Li graduated from Hubei University of Technology (4
JE T2 K2 ) with a bachelor's degree in industrial and civil construction in 1989. He also
obtained a master's degree in international economics and a doctorate in international
economics from Wuhan University in June 1995 and in June 1998, respectively. Dr. Li is
the Prominent talent in the New Century recognized by the Ministry of Education of the
PRC in October 2010.
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B

SUPERVISORS (Contq)

Mr. Wang Ruichun (E35% ), age 42, has been appointed as the employee representative
Supervisor and the chairman of the Board of Supervisors on 24 January 2017. He is
responsible for supervising the performance of duties by the Directors and senior
management of the Company. Mr. Wang joined our Group in January 2002, consecutively
serving as fibre process engineer of the fibre department (specialising in plasma activated
chemical vapor deposition (“PCVD") technology process management and process
development) from January 2002 to March 2005, chief engineer of the fibre department
(responsible for fibre process management and quality enhancement related work) from
April 2005 to April 2006, technical manager of the fibre department (overseeing the
overall technical aspect in relation to optical fibre preforms and optical fibres) from May
2006 to January 2010, manager of the technical support department of the optical fibre
manufacturing center (responsible for the technical and management-related work for
optical fibres and optical fibre preforms) from February 2010 to January 2012, deputy
general manager of the fibre business unit (overseeing the work in relation to optical fibre
production and technology) from February 2012 to December 2012, deputy general
manager and director of optical fibre technology of the optical fibre manufacturing
center (overseeing the work in relation to optical fibre production and technology) from
January 2013 to January 2014, general manager of the research and development center
(responsible for the research and development of technology and products) from January
2014 to February 2018, and general manager of Yangtze Optical Fibre (Qianjiang) Co.,
Ltd. since March 2018. Prior to joining our Group, Mr. Wang worked at Changzhou
BMEEEFAERAF) where he was engaged in the

development of negative temperature coefficient (“NTC") ceramics and sensors, from

Huichang Electronics Co,, Ltd. (

July 1998 to August 1999, and worked at the research institute of inorganic non-metallic
materials of Zhejiang University ()T K 2 & # 3F & B # B FTPT), where he was
engaged in the research of high resolution liquid crystal light valve photoconductive layer,
from September 1999 to January 2002. Mr. Wang obtained a bachelor's degree majoring
in inorganic non-metallic materials in July 1998, and a master's degree in material science,
majoring in the study of photoelectric film materials and liquid crystal light valves in March

2002, from Zhejiang University (A1) L A2), the PRC, respectively.
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SUPERVISORS (Contq)

Mr. Liu Deming (2I4287), age 61, has been an independent Supervisor of the Company
since 9 June 2015. He is a professor of Huazhong University of Science and Technology
(Z f B B K 2), a member of the Expert Committee of China Next Generation
Internet (F Bl N —REBAZEKZ B ), an executive director of Chinese Society
for Optical Engineering (FBIX B TIZE®), the director of the Expert Committee of
Optical Communication and Information Networking (B E{E BEMBEERZ 8
&), the director of the National Engineering Laboratory for Next Generation Internet
Access System (N —REE@ZEARBBERITRERE), and the general secretary
of Wuhan Internet of Things Industry Association (E\ & #) 5 48 & % % ). Mr. Liu
went to University of Duisburg-Essen in Germany for visiting study from 1994 to 1996,
obtained a doctorate from Huazhong University of Science and Technology in 1999, and
went to Nanyang Technological University in Singapore for visiting study from 1999 to
2000. Since 2000, he has been the director of Department of Optoelectronic Engineering
(currently known as School of Optical and Electronic Information) of Huazhong University
of Science and Technology. Mr. Liu has long been engaged in teaching and research work
in the areas of optical fibre communication and sensing. During the past 3| years, Mr. Liu
has undertaken more than 20 national key projects, including the National 973 Project (B
% 97318 B ), "863 Project” (86318 B ), the key projects and the key project topics of
the National Science Foundation (BI% B AARIZE E), and the National Key Scientific
Instrument and Equipment Development Project (BIZR E K FI 2 52 H B HIH). He
has obtained several major achievements, including winning the National Technological
Invention Award (twice), the first prize (thrice) and the second prize (four times) of
the provincial award, and the gold medal (once) and the silver medal (twice) of the
Geneva International Invention Award. Mr. Liu has filed more than 100 invention patents
applications in the United States and China (among which, 50 have been granted) and has
published more than 200 SCI papers and five textbooks and academic works.
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Directors’, Supervisors’ and Senior Management’s Profiles
EE EERSREBEAERHE

SUPERVISORS (Contq)

Ms. Li Chang'ai (2R %), age 54, has been an independent Supervisor since 9 June 2015.
She has been teaching at the School of Accountancy of Hubei University of Economics
(B EEF @520t ) since 1988 and s currently a professor (level Il). She is also
a director of the Accounting Society of China (FFEI® 52 ® ), an executive director of
Accounting Society of Hubei Province (ML & &5 ®), an executive director of Audit
Society of Hubei Province (4] 3t & 2 &t 2 &) and a special auditor of Audit Bureau
of Wuhan (B )% T 2 5T /3). Ms. Li had served as an independent director of Ningbo
Xianfeng New Material Co, Ltd. (B L8 FTM KR (D BMRAF]), a company listed on
the Shenzhen Stock Exchange (Stock Code: 300163) from April 2011 to March 2017, as
an independent director of Hubei Mailyard Share Co,, Ltd. (#ItER IR DBRAR),
a company listed on the Shanghai Stock Exchange (Stock Code: 600107) from May 2010
to May 2016 and also as an independent director of Wuhan Hitek Biopharmaceutical Co,,
Ltd. (EUREREMBEERR 7 BR2F]), a company listed on Shenzhen Stock Exchange
(Stock Code: 300683), since August 2017. Ms. Li obtained her bachelor's degree in
economics, master's degree in economics and doctorate in management from Zhongnan
University of Economics and Law( ™ B 81 &8 % K 2). Ms. Li has published over 70
academic papers on a number of journals. Ms. Li was awarded “National Advanced
Accounting Worker" in 2008. She is also a Chinese certified public accountant (non-
practicing) and a senior member of the Accounting Society of China (¥ Bl & 5T & &)

and obtained an independent director qualification certificate in 2008.
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Directors’, Supervisors’ and Senior Management’s Profiles

ES ESKAREBEAEEHE

SENIOR MANAGEMENT

Mr. Jan Bongaerts, age 52, is the vice president of our Company. He is responsible for
strategic development, business development, sourcing and day-to-day management of
our Company. He has more than 20 years of experience in the optical fibre and cable
industry. Prior to joining our Company, from July 1998, Mr. Bongaerts worked at Draka
Holding N.V., consecutively serving as the manager of the optical fibre market and sales
department, the deputy manager of the optical fibre procurement department, the
director of the optical fibre business department, a member of management committee
and a member of enterprise procurement team. He served as the director of the optical
fibre sales and marketing department and a member of management committee of the
business department of Prysmian S.p.A. from January 2011 to December 2013. Since
January 2014, Mr. Bongaerts has been the first deputy general manager of our Company.
Mr. Bongaerts obtained a master's degree in business administration from Open University
of the Netherlands and an executive master of business administration from Maastricht

University the Netherlands.

Mr. Yan Changkun, age 55, is the vice president and the general manager of the operation
management center of our Company. He is primarily responsible for management of
the supply chain and quality control system of our Company and participating in the
Company's critical business negotiations. Mr. Yan has more than 25 years of experience in
the optical fibre and cable industry. He has worked at our Company since October 1991,
consecutively serving as a sales representative, the technology manager, the manager of
the business department, the sales director, and the general manager of the optical fibre
business department. Mr. Yan has been the deputy general manager of our Company
since November 2012. Mr. Yan obtained a bachelor's degree in telecommunications and
a master's degree in digital communications from Nanjing Institute of Communication

Engineering.

Ms. Zhou Lijing, age 45, the vice presidentand the secretary of the board of our
Company. Ms. Zhou has more than 19 years of experience in optical fiber and cable
industry. She has worked at our Company since February 1999, consecutively serving
as a sales representative, the logistic manager, the manager of international business, the
deputy general manager of sales center. Ms. Zhou has been the vice president ofour
Company since January 2017. Ms. Zhou obtained a bachelor's degree in Economics from

Huazhong University of Science and Technology.
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Directors’, Supervisors’ and Senior Management’s Profiles
EE EERSREBEAERHE

SENIOR MANAGEMENT (Contq)

Mr. Liang Guanning, age 37, is the chief financial officer and the general manager of the
financial center of our Company. He is primarily responsible for overseeing the overall
financial and accounting related matters of our Company. He joined the company since
February 2017. Mr. Liang has fifteen years of financial and accounting related experience.
Prior of joining our Company, from July 2002 to August 2008, Mr. Liang worked at KPMG
China and Singapore. His last position with KPMG is audit manager. From September
2008 to December 2010, Mr.Liang worked at GCL-Poly Energy Holdings Limited (Stock
code: 3800) as finance manager and Senior Finance Manager of its subsidiary GCL Solar.
From January 201 | to September 2012, He was the financial controller of China Mass
Media (NYSE: CMM, privatized in November 2012). From September 2012 to April 2015,
He was the Finance Director at SINA Corporation (NASDAQ: SINA). From May 2015
to November 2016 He was the finance director at Weibo Corporation (NASDAQ: WB),
a subsidiary of SINA Corporation. Mr. Liang obtained a bachelor degree in management

from Sun Yat- Sen University and is a fellow member of Chartered Certified Accountant.

Mr. Luo Jie, age 52, is the chief technology officer and general manager of R&D center
of our Company, and director of the state key laboratory. He is primarily responsible
for overseeing the overall research and development related matters and projects of
our Company. Mr. Luo has over 29 years of experience in the optical fibre and cable
industry. He has worked at our Company since November 2000, consecutively serving
as the manager, department management and the general manager of the research
and development department. Mr. Luo has been the Chief Technology Officer of our
Company since Febrary2010. Prior to joining our Company, Mr. Luo started to work
at Wuhan Research Institute of Posts and Telecommunications since January 1989 and
served as an engineer and a senior engineer from January 1992 to December 1996 and
from December 1996 to September 2000, respectively. Mr. Luo obtained his bachelor’s
degree in material engineering, a master’s degree in material engineering from Wuhan
University of Technology, and a doctorate in electromagnetics and microwave from Beijing
University of Posts and Telecommunications. In 2015, he has been elected to the national
talent project and has been awarded “Young Expert with Outstanding Contributions” by

the Ministry of Human Resources and Social Security of China.
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ES ESKAREBEAEEHE

SENIOR MANAGEMENT (Cont )

Mr. Zheng Xin, age 50, is the Chief Sales Officer and the general manager of the sales
center of our Company. He is primarily responsible for overseeing the overall sales
strategies and bidding processes of our Company. Mr. Zheng has over |9 years of
experience in the optical fibre and cable industry. He has been with our Company since
December 1998. He had consecutively served as a regional manager, the manager of
Beijing office and the manager of cable sales department, the vice general manager of the
cable business department, the vice general manager of the sales center of our Company
and a member of the management committee since October 2007. He served as the
general manager of YOFC Jiangsu, one of our Joint Ventures, from February 2014 to
January 2017. Since then, Mr. Zheng has been the Chief Sales Officer and the general
manager of the sales center of our Company. Mr. Zheng obtained a bachelor's degree in
applied physics from national university of defense technology and a master’s degree in

business administration from China People’s University.

Mr. Jiang Zhikang, age56, is the Chief Marketing and Strategic Officer and the general
manager of the manufacturing center of our Company. He is primarily responsible for
management of the manufacturing processes and production facilities of our Company
and participating in the Company's critical business negotiations. He was appointed as
the Chairman of Board of Supervisors as well as the staff supervisor representative of
the Company on 19 December 2013 and had been responsible for supervising the
performance of duties by the directors and senior management at the company until 24
January 2017. Mr. Jiang has worked at the Company since May 1990, consecutively serving
as an engineer, a chief engineer, the manager assistant of the fibre department, and the
manager of the industrialisation department. He was assigned by the Company to serve as
the vice general manager and the general manager of NK Wuhan, one of the Company's
associates at that moment, from April 2004 to March 2006 and April 2006 to April 2012,
respectively. From May 2012 to January 2016, Mr. Jiang had been serving as the general
manager of the operation management center of the Company. Since February 2016,
Mr. Jiang has been serving as the general manager of the manufacturing center of the
Company. Prior to joining the Company, Mr. Jiang started to work at Wuhan Research
Institute of Posts & Telecommunication since March 1988 and served as an assistant
engineer from December 1988 to April 1990. Mr. Jiang graduated from Sichuan Radio &
TV University and graduated from Wuhan University with an executive master of business

administration.
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Directors’, Supervisors’ and Senior Management’s Profiles

B

SENIOR MANAGEMENT (Contq)

Ms. Zhou Rongrong, age 49, is the human resources director of our Company. She is
primarily responsible for overseeing the human resources strategy and human resources
management of our company. She joined our company since May 2017. Ms. Zhou
has over 20 years of human resources related experience. From 1988 to 1997, Ms.
Zhou worked in Jin Chang Bureau as officer. From 1997 to 2003, Ms. Zhou worked as
human resources manager in Black & Decker (Suzhou) Power Tools Co. Ltd, Andrew
Telecommunications (China) Co. Ltd, Wyeth Whitehall pharmaceutical Co. Ltd. From
2003 to 2006, Ms. Zhou worked as human resources director in SGMW Automotive.
From 2006 to 2015, Ms. Zhou worked as AP human resources director for American
Standard, TE Connectivity Global Automotive Business Unit. From 2016 to 2017, Ms.
Zhou worked as human resources director in NBHX Electronic Co. Ltd. Ms. Zhou
obtained her bachelor degree Industrial Engineering from Nanjing Forest University,
and master degree in MBA from South Australia University. Ms. Zhou also holds Senior

Economist Professional Certification.
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Report of the Board of Directors
EEEHRE

The Board is pleased to present its report together with the audited consolidated financial

statements for the year ended 3| December 2017.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company is one of the leading optical fibre preform, optical fibre and optical fibre
cable suppliers in the world. The Company and its subsidiaries are principally engaged in
the manufacture and sales of optical fibre preforms, optical fibres and optical fibre cables
with various standard specifications that are widely used in the telecommunications

industry and the provision of other related products and services.

Detailed analysis of the Company's principal subsidiaries, associates and joint ventures are

set out in notes 7 to the financial statements.

FINANCIAL POSITION AND RESULTS
The Group's financial position as at 31 December 2017 and the Groups' profit for the
year ended 3| December 2017 are set out on pages |31 to 133 and on page |37 and

138 of this annual report, respectively.

DIVIDEND
The Board did not recommend the payment of a final dividend for the year ended 3|

December 2017 (2016: RMB0.255 (before tax) per share).
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Report of the Board of Directors

MAJOR CUSTOMERS AND SUPPLIERS
The end customers of the Group are primarily telecommunication network operators
in China or overseas. The customers of the Group also include optical fibre and cable

manufacturers to whom the Group sells preforms and optical fibres.

For the year ended 3| December 2017, the Group's sales to its five largest customers
and its largest customer accounted for 51.1% and 27.8% (2016: 49.7% and 21.1%) of the

Group's total revenue from sales of goods, respectively.

The Group procures various raw materials from third-party suppliers located in and
outside of the PRC including glass substrate tubes, silica jacket cylinders, chemical gases,
optical fibre preforms, optical fibres, polyethylene and other polymers sheathing materials,

steel and aluminum for the production of its products.

For the year ended 31 December 2017, the Group's purchases from its five largest
suppliers and its largest supplier accounted for 51.5% and 16.4% (2016: 50.8% and 17.8%)

of the Group's total purchases, respectively.

During the year, none of the Directors, their close associates nor the shareholder of the
Company (which, to the best knowledge of the Directors, owned more than 5% of the
Company's issued capital) had any interest in any of the Group's five largest customers

and suppliers.

PROPERTY,PLANT AND EQUIPMENT AND CONSTRUCTION IN
PROGRESS

Details of movements in the property, plant and equipment and construction in progress
during the year ended 31 December 2017 are set out in notes V.13 and V.14 to the

financial statements in this annual report.
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Report of the Board of Directors
EEEHRE

SHARE CAPITAL
Details of movements in the share capital of the Company during the year ended 3|

December 2017 are set out in note V.30 to the financial statements of this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company's reserves available for distribution, calculated
in accordance with the provisions of Companies Law in the PRC, amounted to
approximately RMB2,279.3 million (31 December 2016: approximately RMBI,673.7

million).

BANK LOANS
Details of bank loans of the Group as at 3| December 2017 are set out in note VIII.3 to

the financial statements of this annual report.

BUSINESS REVIEW

OVERVIEW

During the year, the Group focused on its five main strategies namely organic growth
on preform, fibre and cable, technology innovation and intelligent manufacturing,
internationalisation, diversification and capital synergy growth, and solidify our market
leader position in the industry. In 2017, the Group had set up two new subsidiaries
through its own establishments and co-operations with strategic partners, which are in

alignment with our strategic roadmap.

The domestic subsidiaries established previously had put into operation successively and
realised the production capability expansion on main products. Regarding the techniques
used for the production of optical fibre preform, the Group's research and development
team continued to put their efforts on improving the existing PCVD technique as well as
continuing the development of the VAD and OVD technique. Meanwhile, the intelligent
plant located in Qianjiang Science and Technology Park began operation. All these form

part of our innovation and intelligent manufacturing strategy.
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Report of the Board of Directors

In addition to the domestic capacity's expansion of main products, two subsidiaries located
in Indonesia and South Africa, which are involved in the production and distribution of
optical fibres and optical cables respectively, had commenced operation. All these are in

alignment with our internationalisation strategy.

During the year, the Board approved the proposal of the registration and issuance of short
to medium-term debt financing instruments in the PRC for the first time, and proposed to
apply for the offering of A shares. All these marked our new roadmap for capital synergy

growth.

The proposal regarding the debt financing instruments has been approved by the
shareholders on 24 January 2017 and details of such proposal are set out in the
announcement of the Company dated 23 December 2016 and the circular of the
Company dated 9 January 2017. As of the latest practicable date prior to the issue of this
annual report, we have not entered into any agreement or arrangement pursuant to which
any debt financing instruments are to be issued. The proposed A share offering is subject
to certain conditions, including but not limited to the market conditions, the shareholders'
approval at the general meetings and class meetings of the Company to be convened,
as well as the approvals of the China Securities Regulatory Commission and/or other
relevant regulatory authorities, and accordingly, may or may not proceed. Further details
of the proposed A share offering as well as the related proposals are set out in the circular
of the Company dated 20 April 2017. The Company will update the shareholders and
investors on the progress of the issue of the debt financing instruments and the proposed
A share offering from time to time by way of disclosure in announcements and periodic
reports pursuant to the applicable PRC laws, regulations and regulatory requirements as

well as the requirements under the Hong Kong Listing Rules.
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Report of the Board of Directors
EEEHRE

FINANCIAL KEY PERFORMANCE INDICATORS

Operating performance

2017 was the best year of performance for YOFC when compared with the past five
years. During the year, the Group's revenue increased by 27.8% from RMB8, | I 1.5 million
in 2016 to RMB10,366.1 million in 2017. Such increase was mainly driven by the increase
in sales volume for optical fibre cables as a result of 4G infrastructure construction and
the “Broadband China" national strategy, of which such segment reported a growth rate
of 40.6%. Optical fibre cables are the final products that we delivered to state-owned
telecommunication operators. On the other hand, the Group's optical fibre preform and
optical fibre segment also reported a growth rate of 15.5% growth even all its capacity
expansion plans for this segment in both China and overseas are still in progress. For the
year ended 3| December 2017, the net profit attributable to equity shareholders of the
Company also increased by 76.9% from RMB717.1 million in 2016 to RMB,268.40 million
in 2017. These two key performance indicators proved that the industry itself is quite

promising and with room for growth in the years to come and so for the Group.
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Report of the Board of Directors

Financial performance

As at 31 December 2017, the Group's financial position remained solid because of its
strong treasury and fund management. The level of indebtedness as at 31 December
2017 decreased to RMB978.3 million (31 December 2016: RMBI,756.4 million) while
the gearing ratio (which is calculated based on the net debts divided by total equity)
was -15.0% (31 December 2016: 7.4%) as at 3|1 December 2017. For the year ended
31 December 2017, the Group generated positive operating cashflows amounted to
RMBI,737.9 million (2016: RMB1,307.2million). Improvement in operating cashflows was
mainly due to better credit control and more efforts put on debt collection process. The
Group's average trade and bills receivables tumover days for 2017 reduced to 78.9 days
(2016: 93.3 days) even the Group's revenue grew by 27.8%. Average inventory tumover
days for 2017 was shortened from 37.5 days in 2016 to 33.1 days in 2017 because of
better inventory control and on-time production and purchasing without requiring the

Group to tie up its working capital.
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FUTURE DEVELOPMENT

The Group will focus on its five major strategies to complete its targeted goals and
missions. The Group will further continue its organic growth so as to make itself more
competitive in terms of production costs and efficiency. Resources and efforts put on
research and development activities will be continuing. The Group are equipped with
the existing three technologies in producing optical fibre preforms namely PCVD, VAD
and OVD, the Group will realise the optimal match of these 3 processes in the future
and reach the target of intelligent manufactory step by step, which is our technology
innovation and intelligence manufactory strategy. Internationalisation, diversification and
capital synergy growth are the remaining 3 strategies that the Group will continue to
explore. As at 31 December 2017, the Group had already built ten overseas presences.
It is expected that more overseas presences either in the form of production base or the
product distribution channel will be set up to strengthen and increase our market share
overseas. Continuous development on tele-communication business and active optical
cable business will be the key driving forces for the Group's business growth. Proactive
participations in different aspects will be the Group’s intention in the near future such as
special product, service, materials and their applications. At the same time, the Group will
actively explore development and corporation on capital market. Last but not least, the
Group will ensure that all newly built production capacities or investment projects will be

completed and be ready for use as scheduled.

A number of factors may affect the results and business operations of the Group, some
of which are inherent from optical fibre and cable business and some are from external

sources. Major risks and uncertainties are summarised below.

Our success depends highly on those national strategies, initiatives, incentives and other
favourable policies announced or implemented by the Chinese government towards the
telecommunication industry. In this connection, we have to keep ourselves abreast of all
these strategies and initiatives such that the Group can plan ahead its capacity expansion
plans, adjust its sales and marketing strategies and then grasp the maximum benefits from

all these opportunities.
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Report of the Board of Directors

We are now operating in a highly competitive environment and competing with both local
and global competitors. The Group competes with its competitors on various factors such
as product variety, product performance, customer service, quality, price, new product
innovation, timely delivery, global presence and brand recognition. If we do not respond
timely to our customers’ needs, our competitors' reactions, technologies advancement
and industrial and market change, the Group's sales orders or its customer demand for its
products may decline and our revenue and profits will be affected. The Company's market

leader position will also be affected.

The Group has to import glass substrate tubes, silica jacket cylinders and various chemical
gases from overseas for use in the production of optical fibre preforms. All these
purchases from overseas have to be settled in US Dollars or Euro, which resulted in the
Group facing foreign exchange risk exposure. It is therefore crucial for the Group to
enter into some hedging arrangements in order to minimise this exposure and its impacts

towards the Group's profit.

The Company is one of the leading opti cal fibre preform, optical fibre and optical fibre
cable suppliers in the world and is operating under the brand name of “YOFC". YOFC
was recognised as the “Most Valuable Brand in Communications Industry in China" by
China Communications Industry Association in November 2012, the Most Competitive
Enterprise in Optical Fibre and Optical Fibre Cable Industry in both China and one of
the most valuable enterprises in the World in the industry. Should there be any negative
impact towards the brand, the Group would lose its high ranking when participating in the
central bidding organised by the three state-owned telecommunication operators in China.
To safeguard and manage the brand, it is important that the Group continues to uphold
its brand value, corporate image, product quality and safety as well as maintain high ethical
business standard. In addition, it is also crucial that communication with our shareholders,

customers and other stakeholders is accurate, transparent and reliable.

EEEHRE

RARFNEERERFBBHN - BFE
FREAW  FRERK AKBEEZTE
BREFHTHT  ERER EakR -
RPR% 8 B EmAF - REA
& 2HNBELRmENBES - W FIREE
PREERFPHER  BFHTFHEE - i
BRUNTIERMGEE  AEBEMHEER]
BRHRFPUERMNBRALMD - MK
HIRA RSN KRBT E - RABMNHISE
T TEXINGE -

AEEAMBIINMEOTBRE WHEHEER
ZRICERE  ARNEEXGRRE 2T
BINEB R AR TRBUTAR - Bt A&
EEERIMNERKR - NERERIE TR
AR SR % R e B ok B P S 7 % (B M

FEZWER -

ADBREIRALNNBARE - BTN
BOER A RRImERBEERER - K
RN T —F+-ABTEREIXBS
ARFHABAEIXRAEENRE] [+
B @ ERART HEE IR 2B
BRABRFNCER]| MoBEXEFNEE
FE ARERZEGE-ABAEREES
HERNTRAZERREESHL - AR
BREEME  TEEEERSREEE
TEVE  EnmEkZz  RABEREH
RERGE ER/EE - IS BER &
P REM AR ETER  BRRAENE
i) ek

RRERXMABROERAF / F3H2017

67



68

Report of the Board of Directors
EEEHRE

Further details of the risks associated with our business and our industry and the
uncertainties which we face are discussed in the section headed “Risk Factors” in the

Prospectus.

The support of stakeholders such as employees, suppliers, customers and communities
is indispensable for the development of the Group, and therefore we are committed
to establish stronger and better relationship with stakeholders to make concerted
efforts in realising sustainable development. During the year, we conducted surveys with
stakeholders on environmental, social and governance issues. The result of the surveys will
be applied as the basis for preparing our environmental, social and governance report to
be released independently and will also serve as an important reference for formulating

our sustainable development strategies in the future.

We always firmly believe that human resources is the most important resource, and
therefore we attach high importance to talent development and listen intently to
feedbacks from employees. We offer room for growth, development and improvement
for employees through well-established performance management and promotion
systems. At the same time, we introduce different measures to safeguard the occupational
health and safety of employees and enrich their leisure time through a wide range of
cultural and physical activities, including Chinese New Year's Evening Gala and Sports
Day. All such efforts are aiming to create a diversified, tolerant, healthy and contented

corporate environment for our employees.

We strive to establish long-term, reliable and mutually beneficial cooperative relationship
with our major suppliers and various business partners both in China and overseas. We
make all-out efforts to ensure that all suppliers deliver high-quality raw materials and
that they are on the same page with us in terms of providing high-quality products to
customers. While promoting localisation of suppliers and raw materials, we select suppliers
in a prudent manner and assess their performance based on four major factors, namely
quality, cost, delivery and services, in order to make sure that their quality standards are in
line with the Group's requirements. Meanwhile, we also encourage suppliers to improve
environmental, social and governance performance with us with a goal to grow and

develop together.
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Report of the Board of Directors

We adhere to the core values of “Customer-centric, Accountability, Innovation and
Stakeholder Benefits” and we are dedicated to living up to customer's expectations.
We offer excellent after-sales services and actively coordinate and handle customers'
complaints. We also conduct customer satisfaction survey every year to get customers’
suggestions and opinions. We wish that such interactive communication model can play a

key role in improving our products and service quality continuously.

We put core corporate value into practice and never shy away from social responsibilities.
We actively contribute to the society through education, disaster relief, social welfare and

community care activities.

We always embrace the principle of sustainable development and continuously put more
efforts in environmental protection to deliver social and environmental benefits and
contribute to the sustainable development of the society. We strictly follow the relevant
requirements of environmental protection laws and regulations. Our emission standard
for pollutants is even stricter than the national and local emission limits. We set up energy
consumption targets every year and integrate the mode of reducing energy consumption
and green production into the entire operation of the Group. The Company has already
obtained the ISO14001:2004 Environmental Management Certificate and was selected as

an Advanced Clean Production Unit by the Environmental Protection Bureau of Wuhan.

The Group principally operates in China and overseas. We strictly observe all relevant
laws and regulations of China, Hong Kong and countries where the Group has business
entities and operation. During the reporting period, there were no material non-
compliances in relation to the relevant national environmental, social and governance laws
and regulations of China, Hong Kong and countries where the Group has business entities

and operation.

At no time during the year was the Company, or any of its holding companies or
subsidiaries, or any of its fellow subsidiaries, a party to any arrangement to enable the
Directors, Supervisors or chief executive of the Company or their respective associates
or close associates (as respectively defined under the Hong Kong Listing Rules) to have
any right to subscribe for securities of the Company or any of its associated corporations
as defined in the SFO or to acquire benefits by means of acquisition of shares in, or
debentures of, the Company or any other body corporate, nor did the Company enter

into any other equity-linked agreement.
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During the year, the Group made charitable contributions totalling RMB426,000 (201 é: FR - AEESHEHARE 426000 7T(=
RMB498,000). T—RF : AR¥498,0007T) 2 EBRS

The Directors and the Supervisors of the Company during the year and up to the date of ~ RNEANEEAFHRAHNARRZEERES

70

this annual report were:

Directors
Mr. Zhuang Dan

(appointment effective on 24 January 2017)
Mr. Wen Huiguo

(retirement effective on 24 January 2017)

Mr. Frank Franciscus Dorjee

Mr. Ma Jie
Mr. Yao Jingming
Mr. Philippe Claude Vanhille
Mr. Pier Francesco Facchini
(appointment effective on 24 January 2017)
Mr. Yeung Kwok Ki Anthony
(retirement effective on 24 January 2017)
Mr. Xiong Xiangfeng
Ms. Zheng Huili

Dr. Ngai Wai Fung
Dr. Ip Sik On Simon
Mr. Li Ping

Dr. Li Zhuo

Supervisors
Mr. Wang Ruichun

(appointment effective on 24 January 2017)
Mr. Jiang Zhikang

(retirement effective on 24 January 2017)
Mr. Liu Deming
Ms. Li Changlai

Biographical details of the current Directors, Supervisors and senior management of the

Group are set out on pages 34 to 59 of this annual report.
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Report of the Board of Directors

The Company has received from each of the independent non-executive Directors annual
confirmation of independence pursuant to Rule 3.13 of the Hong Kong Listing Rules
and the Company considers all independent non-executive Directors are independent

pursuant to the Hong Kong Listing Rules.

Each of the executive Directors and non-executive Directors has entered into a service
contract with the Company on 24 January 2017. Each of the independent non-executive
Directors has signed a letter of appointment on 24 January 2017. Pursuant to the Articles
of Association, the term of office of the Directors shall be 3 years. The principal particulars
of these service contracts and letters of appointment are (a) for a term commencing from
their respective effective date of appointment until the day on which the next general
meeting of the shareholders for re-election of Directors is held, and (b) are subject to

termination in accordance with their respective terms.

Each of the Supervisors has entered into a service contract with the Company on 24
January 2017. As required under the Opinions on Further Promotion of Standardising
Operations and Intensifying Reform of Overseas Listed Companies (Guojingmaogai No.
[1999]230), the Company shall have a number of external Supervisors comprising one half
or more of the Board of Supervisors, among whom, two or more shall be independent

Supervisors. The Company has fulfilled this requirement since 9 June 2015.

None of the Directors and the Supervisors had entered into any service contract with the
Company or its subsidiaries which is not determinable by the Company within one year

without payment of compensation (other than statutory compensation).

None of the Directors and the Supervisors, or any entity connected with them had a
material interest, either directly or indirectly, in any transaction, arrangement or contract of
significance to the business of the Group to which the Company or any of its subsidiaries
was a party during the year ended 31 December 2017 or subsisted at the end of the year
ended 3| December 2017.
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No contracts concerning the management and administration of the whole or any
substantial part of the business of the Company were entered into or existed during the
year ended 3| December 2017.

A nomination and remuneration committee was set up for, among others, reviewing and
making recommendations on remuneration policy and scheme for Directors, Supervisors,
senior management and employees, taking into account salaries paid by comparable
companies, time commitment and responsibilities of the Directors and performance of the

Group.

The Company has not adopted any share award scheme or share option scheme. On
19 October 2015, the Company approved to adopt the Employee Stock Ownership
Scheme, pursuant to which target participants of the scheme may subscribe for scheme
units and the target participants of the scheme are core personnel playing a crucial role
in the Company's overall performance and mid and long-term development, including
Directors, Supervisors, senior management personnel, middle-level cadres and key
employees of the Group (excluding independent non-executive Directors and external
Supervisors). Pursuant to the scheme, a total of 30,783,000 Domestic Shares and 1,205,000
H Shares were issued in 2015, representing 4.69% of the total number of issued Shares
of the Company as at the date of this annual report. The number of H Shares and
Domestic Shares issued to the Directors participating in the scheme as well as the limited
partnerships established under the scheme were disclosed in the 2015 annual report. No

further Shares may be issued under the scheme.

Details of the remuneration of the Directors and the Supervisors (including the past
Directors, the past Supervisors and the chief executive) and five highest paid individuals

are set out in note XIV.3 to the financial statements.

Save as disclosed in the section headed “Directors', Supervisors' and Senior Management's
Profiles” in this annual report, during the year ended 31 December 2017, there were no
changes in the information which are required to be disclosed by the Directors and the
Supervisors pursuant to paragraph (a) to () and (g) of Rule 13.51(2) of the Hong Kong

Listing Rules.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

RE
$

E-EtFT-A= -I- AIEFE
T*E%ﬂuTiiJ*ﬁéﬁi$ R
BORBOEE R Eﬁl*ﬁ%@ﬁ’\]’a\%%

N
EE
F=

ARBERUELARFTHEZES - A(EP
BRIBRTEE EF SREEERES
HF MR KAt 8 YR RHtRE - B
SERALBARSANTE  EZNRA
RREREE  ARAKEHNRR -

AR B B A E R B SR B 5T Bl sk B i
AE-R-_ZE-AF+TATAR  RAFH
ERMB TR RiEZ:E - BR2

HETRRBETEIEN - MZTEMEIERH
EREARABBRARPROABRDER
BREBEHZLET  BEAERES 2
£ RREEBAE PEEBABRIFERE
B(TEEBIHNTEERIINDEE) -
REZE - A ££30783,0000 W& B K&
1205000 RHIRER =T —HFEIT - (5K

NEARNAFRA D BITRDBE4.69% o
BOT2EZHEANEENHREANERE
BARBEZTERINERABLER

—hEFRARE - BT EREBEZEE
—HEITRRL ©

EENEF(BENEES  AIEEERT
BB MDA ESHFMALOHMEEE
R RRZMETT 3

BREAFHESZ EZhRRAEEARSD
FEI-EPREN BE-FT—EF+ A

S+—HILLEE  BECMENEZHERE
EREEREEELTRUE 135102 K@)
E(e) R (g BRIEH B -




Report of the Board of Directors

As at 3| December 2017, the interests and short positions of the Directors, Supervisors
or the chief executive in the shares, underlying shares or debentures of the Company
and its associated corporations (within the meaning of Part XV of the SFO) as recorded
in the register required to be kept by the Company under Section 352 of the SFO or as
otherwise be notified to the Company and the Hong Kong Stock Exchange pursuant to
the Model Code (for this purpose, the relevant provisions of the SFO will be interpreted

as if they applied to the Supervisors and the chief executive) were as follows:
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Approximate

percentage of

Approximate the relevant
Number percentage  class of Shares
of Shares ofinterestin  of the Company
interested the Company  {EARFHEE  Nature
Name of Shareholder Capacity Class of Share BEREZ (HADRER FRIRMZ  ofiinterest
RR&® af R &R RO#E 80EIL  #BNESL BHEME
Directors
E=
Mr. Zhuang Dan Beneficial owner Domestic Share 2,350,000 034% 071%  Long position
HEREE ERERA REMK e
Mr. Frank Franciscus Dorjee Beneficial owner H Share 500,000 007% 0.14%  Long position
BeRBELE ERERA HIR e
Mr. Yao Jingming Beneficial owner Domestic Share 500,000 007% 0.15%  Long position
Sid e ERBERA REMK e
Mr. Xiong Xiangfeng Beneficial owner Domestic Share 705,000 0.10% 021%  Long position
ARl £ 4 ERBERA REMK e
Ms. Zheng Hull Beneficial owner Domestic Share 705,000 0.10% 021%  Long position
HEEXL ERBEAA REMK e
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Approximate

percentage of

Approximate the relevant
Number percentage  class of Shares
of Shares  of interestin  of the Company
interested  the Company  {EAAFMEE  Nature
Name of Shareholder Capacity Class of Share BERGz (FRAEER BRR®BZ  ofinterest
L 5t R4 E R ROME <BOE2L BHNEIEL BEME
Supervisor
£
Mr. Wang Ruichun Beneficial owner Domestic Share 617,0000) 0.09% 0.19%  Long position
FmELE BaEBA AER e
Notes: {ogs3
0 Denotes the number of underlying domestic shares represented by the units in Wuhan Ruitu (1 EHEESESRESHENRESEEERS
Management Consulting Partnership Enterprise (Limited Partnership) or Wuhan Ruiteng AECE(BERAB)IREEREELNAS
Management Consulting Partnership Enterprise (Limited Partnership) (as the case may be) held by BOEERAE)RBRME)NCENE
the relevant Directors and Supervisor. Wuhan Ruitu Management Consulting Partnership Enterprise FIREMIEANEREE - RE2FEEER
(Limited Partnership) and Wuhan Ruiteng Management Consulting Partnership Enterprise (Limited HABCE(BERAB) R ZEREEZLS
Partnership) were established under the PRC laws on 4 December 2015 and 7 December 2015, P (BERAB)AIR-_BE—0E+=
respectively, for the purpose of holding domestic shares for the Directors, Supervisors and senior AMBER-Z-—hE+ At BREPEE
management members of the Company under the Employee Stock Ownership Scheme. BRY G HIEMNAREBEEIBRISAE
F EERARERABHANER-
(2)  Asat 31 December 2017, the total number of issued shares of the Company was 682,114,598, 2 RZE—tF+ZA=+—H X2AA

among which 351,566,794 were H shares and 330,547,804 were domestic shares.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

B #THR M B A6814598 - H
351,566,794 1% " H AR % 330,547,804 & A &

P




Report of the Board of Directors

Save as disclosed above, as at 3|1 December 2017, none of the Directors, Supervisors

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 Part XV of the SFO) as recorded in the register

required to be kept by the Company pursuant to section 352 of the SFO or as otherwise

be notified to the Company and the Hong Kong Stock Exchange pursuant to the Model

Code.

As at 31 December 2017, the following persons (other than Directors, Supervisors or

chief executive of the Company) had interests and short positions in the shares and

underlying shares of the Company as recorded in the register required to be kept by the

Company pursuant to section 336 of the SFO:

EEEHRE

REXHBREEN R_FE—LE+_HA
=t—8 BEEF EEIAQARST
BRABRARBREEMBEBZEZECEER
B LG EHIEXVER) 2B iy - BRI
FESFBPREATACHERARAIRIEES
FHEHHIE2GNRERFEZE M
M AR ARBIRESTRIZ A
ARBREBEBBRANEDRAR

R-E—+tE+-_A=+—H" TIAZL
(ARAES  EFHEBTHABRIMNR
ARERMD RABRO T HEE AR AREE
7 R E1GHIE 336 (A T 17 E M B LM AT
AeSk A R SRR

Approximate

percentage of

Approximate the relevant
Number percentage  classes of Shares
of Shares ofinterestin  of the Company
interested  the Company  EALNFIMEE  Nature
Name of Shareholder Capacity Class of Share BEERZz ADRER FRRMBZ  ofiinterest
RRER af Y] RO#E z80ESH  HOEIL  BE4E
China Huaxin Beneficial owner Domestic Share 179,827,794 2637% 5440%  Long position
PEER ESfAA N iR
China Reform Holdings Interest of a controlled Domestic Share 179,827,794 2637% 5440%  Long position
Corporation Ltd") corporation
PREEHERAREEAR XEEEER NEMK iR
Yangtze Communications Beneficial owner Domestic Share 119937010 17.58% 3628%  Long position
RILBME EREAA NEMK iR
Draka Beneficial owner H Share 179,827,794 2637% 51.15%  Long position
EREAA H& iR
Draka Holding BV. @ Interest of a controlled H Share 179,827,794 2637% 51.15%  Long position
corporation
BRIl S HA iR

RRERXMABROERAF / F3H2017

75



76

Report of the Board of Directors

EEEHRE

Approximate

percentage of

Approximate the relevant
Number percentage  class of Shares
of Shares of interestin  of the Company
interested ~ the Company ~ {EAATMEE  Nature
Name of Shareholder Capacity Class of Share EEERZz (BARDRER BRRAZ  ofinterest
e &t RER RO®E zH0EsL  HBNESL BndE
Prysmian SpA. © Interest of a controlled H Share 179,827,794 26.37% 51.15%  Long position
corporation
R LB HHR iR
Prysmian Cavi e Sistemi Sr.L. @ Interest of a controlled H Share 179,827,794 2637% 51.15%  Long position
corporation
REEEER HE iR
Notes: BisE
(1 China Huaxin is wholly-owned by China Reform Holdings Corporation Ltd. China Reform Holdings ) FEZEEHS FEREREELAEE

Corporation Ltd is therefore deemed to be interested in 179,827,794 Domestic Shares held by

China Huaxin.

(2) Draka is a wholly-owned subsidiary of Draka Holding B.V.. Draka Holding B.V. is therefore deemed

to be interested in 179,827,794 H Shares held by Draka.

(3) Draka Holding B.V. is held as to 52.165% by Prysmian S.p.A. and 47.835% by Prysmian Cavi e

Sistemi SrL., a wholly-owned subsidiary of Prysmian S.p.A.. As set out in note (2) above, each

of Prysmian S.p.A. and Prysmian Cavi e Sistemi S.r.L. is therefore deemed to be interested in

179,827,794 H Shares held by Draka.

4) As at 31 December 2017, the total number of issued shares of the Company was 682,114,598,
among which 351,566,794 were H shares and 330,547,804 were domestic shares.
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Report of the Board of Directors

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES’ OF THE
COMPANY
The Company and its subsidiaries had not purchase, sell or redeem any of the listed

securities of the Company during the year ended 3| December 2017.

PRE-EMPTIVE RIGHTS
There are no provisions for pre-emptive rights under the Articles of Association of the
Company or the Companies Law in the PRC, which would oblige the Company to offer

new shares on a pro rata basis to the existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

As at the latest practicable date prior to the issue of this annual report and based on
information that is publicly available to the Company and within the knowledge of the
Directors, the Company has maintained the minimum public float of 25% as required

under the Hong Kong Listing Rules.

INDEMNITY OF DIRECTORS
A permitted indemnity provision (as defined under section 469 of the Hong Kong
Companies Ordinance) for the benefit of Directors, Supervisors and officers of the

Company was in force in 2017 and is still in force up to the date of this report.
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DIRECTORS’ INTEREST IN COMPETING BUSINESS

During the year ended 31 December 2017, none of the Directors or their respective
close associates had engaged in or had any interest in any business which competes or
may compete, either directly or indirectly, with the businesses of the Group except for Mr.
Philippe Claude Vanhille and Mr. Pier Francesco Facchini. Mr. Philippe Claude Vanhille has
been serving as the senior vice-president of telecom business of the Prysmian group and
primarily responsible for its global telecom business. Mr. Pier Francesco Facchini has been
serving as the chief financial officer, the [T director and an executive director of Prysmian
Sp.A, and he has been a member of the board of directors of Prysmian S.p.A. since
February 2007. Mr. Vanhille and Mr. Facchini hold several positions in certain subsidiaries
of Prysmian S.p.A. (together with its close associates, the “Prysmian Group") as more
particularly described below. The Prysmian Group produces a complete range of optical
fibres, optical and copper cables and accessories for connectivity systems. The Prysmian
Group has similar business serving the telecom sector as the Company and therefore
competes with the Company. In relation to the competing interest of Mr. Vanhille and Mr.
Facchini, although they are involved in the high level decision making of the Company's
important strategic and policy matters, they are not involved in the daily management
and business operation of the Company. Further, the Board operates in accordance with
the Company's Articles of Association which require Mr. Vanhille and Mr. Facchini not to
be entitled to vote on (nor be counted in the quorum in relation to) any resolution of
the Board in respect of any contract, transaction or arrangement in which Mr. Vanhille,
Mr. Facchini or any of their close associates is materially interested. During the year, given
their positions in the Prysmian Group, Mr. Vanhille and Mr. Facchini were required to
abstain from voting on the board resolutions in relation to the renewal of the continuing
connected transactions with the Prysmian Group and YOFC Shanghai, further details of

which are set out in the section below headed “Connected Transactions'.
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Name of company

Report of the Board of Directors

Nature of interests
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NGRS ERME
Mr. Philippe Claude Vanhille
JEFE « SEAMTE
Draka Executive Director

Draka Comteq Fibre B.V.

Draka Comteq France S.AS.

Fibre Ottiche Sud Sir.l.

Prysmian Cables and Systems USA LLC

Precision Fibre Optics Ltd.

Prysmian S.p.A.

Draka Comteq France S.AS.

Prysmian Cables et Systemes France S.AS.

P.T. Prysmian Cables Indonesia

Prysmian Cables Spain S.A.

Prysmian Cavi e Sistemi S.rl.

Prysmian (China) Investment Company Ltd.

Prysmian MKM Magyar Kabel Muvek KFT

Prysmian Treasury Sirl.

HITES

Non-executive Director
FHITES

Member of Comité de Controle
Comité de Controle X 8
Chairman of the Board of Directors
EXQLR

Non-executive Director
FMITES

Non-executive Director

FTES

Mr. Pier Francesco Facchini

FIRE » EFERE

Chief Financial Officer, IT Director and Executive Director
UBEE GRMBEEINTES
President of Comité de Controle

Comité de Controle £8%,

President of Comité de Controle

Comité de Controle £8%;

Chairman of the Board of Commissioners
EEREGLRE

Member of the Board of Directors
EEGNE

Member of the Board of Directors
EEENE

Member of the Board of Directors
BERENE

Chairman of the Supervisory Board
EEEXR

Chairman of the Board of Directors

EZEIR
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The independent non-executive Directors have reviewed the list of directorships provided
by Mr. Vanhille and Mr. Facchini. The Company has put in place corporate governance
measures to manage the conflict of interests arising from the competing interests of Mr.
Vanhille and Mr. Facchini and to safeguard the interests of the Company, details of which

are set out in the Corporate Governance Report on pages 89 to |20 of this annual report.

As disclosed in the Prospectus, the Company and the Directors have undertaken to the
Hong Kong Stock Exchange that they will not use the proceeds from the Global Offering,
as well as any other funds raised through the Hong Kong Stock Exchange, to finance or
facilitate, directly or indirectly, activities or business with, or for the benefit of any sanction
countries such as Cuba, Iran, North Korea, Sudan and Syria (collectively, “Sanctioned
Countries") or certain targeted persons or entities, including, without limitation, those
named on the US specially designated nationals list or the US foreign sanctions evaders
list and any entity owned or controlled by any of the foregoing (collectively, “Sanctioned
Persons” and together with Sanctioned Countries, “Sanctioned Targets”). The Company
and the Directors have also undertaken to the Hong Kong Stock Exchange that they will
not engage in any future business dealings with or relating to Sanctioned Targets, in each
case except to the extent that economic sanctions are lifted against such Sanctioned
Targets. The Directors confirmed that both the Company and the Directors were in
compliance with the Sanctions Undertakings as at the date of this annual report. At
the same time, the Company has already implemented internal control measures to
ensure the compliance with the Sanction Undertakings. For details of the internal control
measures, please refer to the section “Corporate Governance Report” in this annual
report. In light of the small volume (both in terms of dollar volume and as a percentage
of the Company's total sales) of the Company’s past dealings with Sanctioned Targets
and Myanmar (Burma) and the above-mentioned undertakings made to the Hong Kong
Stock Exchange, the Company is of the view that the Company's business activities and
operations are very unlikely to subject any of the shareholders and investors, the Hong
Kong Stock Exchange, the Listing Committee of the Hong Kong Stock Exchange, Hong
Kong Exchange and Clearing Limited and HKSCC Nominees Limited to any liability under
United States economic sanctions, European Union economic sanctions and United

Nations economic sanctions.
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Report of the Board of Directors

The continuing connected transactions of the Company are also related party transactions,
which are disclosed in note |0 to the audited consolidated financial statements in

accordance with International Accounting Standards 24 “Related Party Disclosure.”

Summarised below are the nature of transactions, the annual caps and the transaction

amount of the continuing connected transactions for 2017:

Optical fibre technology cooperation agreement (the “TCA”)
Draka is a substantial shareholder of the Company and is therefore a connected person of

the Company under the Hong Kong Listing Rules.

The Company entered into the TCA with Draka on |3 October 2008, which was further
revised on 27 August 2013 and 30 May 2014. The TCA came into effect on | June
2008 and shall expire on 22 July 2024 unless terminated earlier by one party by written
notice in case of breach of contract by other party, provided that in the case of any
breach capable of being made good, the agreement shall not be terminated unless and
until such breaching party has failed to make good the breach within sixty days after it
has been served with a written notice specifying the breach and requiring it to make the
breach good. The TCA sets out the terms and conditions of the cooperation between
the Company and Draka in relation to the joint development of optical fibre technology,
the grant of a license over Draka's patents, the geographical delineation of sales market
and the provision of technical services. Further details of the terms and conditions of the

cooperation between the Company and Draka are set out in the Prospectus.

As the TCA will not expire until July 22, 2024 and the Company will continue carrying out
the transactions contemplated thereunder in the ordinary and usual course of business of
the Group, the Board has approved to renew the annual caps for the three years ending
December 31, 2017, 2018 and 2019. Details of such new annual caps are set out in the

Company's announcement dated | | November 2016.
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Pursuant to the TCA, with respect to the grant of license, the Company has agreed to
pay to Draka semi-annual royalty fee equivalent to 1.3% of the net selling price of each
optical fibre product manufactured under the licensed patents that the Company sells or
disposes of. The Company is not required to pay any royalty fees if the relevant products
are sold to Draka or ts affiliates. If either party wishes to use any improvements, upgrades,
modifications made in the working methods, manufacturing processes and manufacturing
equipment that the other party applies or uses in its mass production of optical fibre
products, then it may file a request with other party and, if the other party accepts such

request, additional royalties shall be payable as agreed upon the parties.

During the year, the annual cap for the royalty fee paid or payable to Draka for 2017
was RMB41,000,000 and the actual transaction amount with Draka for 2017 was
RMB40,618,459 and the annual cap has been kept.

The Company has obtained a waiver from the Hong Kong Stock Exchange from strict
compliance with the requirement of limiting the term of the TCA to three years or less.

For details of the waiver, please refer to the Prospectus.

Sales and purchases of optical fibres, optical fibre cables, raw materials, equipment
and components to and from Prysmian and its associates (the “Prysmian Group”) and
YOFC Shanghai

Draka Comteq France SAS ("Draka France"), Draka Comteq Fibre B.V. (“Draka Fibre"),
Singapore Cable Manufacturers Pte Ltd. (“Draka Singapore”), Prysmian Wuxi Cable Co,,
Ltd (“Prysmian Wuxi") and Prysmian Draka Brasil S.A. (“Prysmian Brazil") are indirect
subsidiaries either of Draka Holding B.V. or Prysmian Sp.A. and thus they are all fellow
subsidiaries of Draka, and is therefore an associate of Draka and are connected persons of

the Company under the Hong Kong Listing Rules.
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Report of the Board of Directors

YOFC Shanghai is held as to 75% by the Company and 25% by Draka, the substantial
shareholder of the Company and is therefore a connected person of the Company under

the Hong Kong Listing Rules.

During the year, the Group sells and purchases optical fibres, optical fibre cables, raw
materials, equipment and components to certain members of the Prysmian Group and

YOFC Shanghai in the ordinary and usual course of business.

The Company entered into two framework agreements with Prysmian S.p.A. and two
framework agreements with YOFC Shanghai, respectively, on || November 2016 to
regulate each sales and purchases transaction with the Prysmian Group and YOFC
Shanghai. Pursuant to the terms of these framework agreements, the pricing of each sales

transaction shall be consistent with the following guidelines:

(i) the prevailing tender price announced by local telecommunications operators at

the place where the relevant purchaser is located (the “Local Tender Price”); or

(i) the latest average export (from China) price made available to public by the
General Administration of Custom of the PRC, at the time of the relevant

transaction (the “Export Price”);

where neither the Local Tender Price nor the Export Price is available, the pricing terms
shall be consistent with the prevailing tender price announced by the state-owned
telecommunications operators in the PRC (the “PRC Tender Price”) and where none
of the Local Tender Price, the Export Price or the PRC Tender Price is available or
applicable, the price shall be determined on a fair and reasonable basis which is equivalent
or comparable to those offered to or quoted by third parties independent of the

Company for similar products.
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With respect to the pricing of each purchase transaction, it shall be consistent with the

following guidelines:

(i) the latest average import (into China) price made available to public by the General

Administration of Customs of the PRC at the time of the relevant transaction; or

(i) the prevailing tender price announced by the state-owned telecommunications

operators in the PRC,

where none of the above is available or applicable, the price shall be determined on a fair
and reasonable basis which is equivalent or comparable to those offered to or quoted by

third parties independent of the Company for similar products.

Each of the above mentioned framework agreements entered into between the Company
and Prysmian S.p.A. or YOFC Shanghai became effective on | January 2017 and is valid
either (i) until the expiry of a period of three years or (i) the date on which Draka ceased
to be a connected person of the Company, whichever comes earlier. The parties to these
framework agreements may negotiate to extend the agreement for a further term of
three years within two months before the expiry of the three-year term of the agreement
unless the agreement is terminated earlier due to Draka ceasing to be our connected

person.

The continuing connected transactions as contemplated under these framework
agreements as well as the annual caps relating thereto were approved by independent
shareholders at an extraordinary general meeting of the Company held on 24 January
2017. Details of the framework agreements and the annual caps relating thereto are set
out in the Company's announcement dated || November 2016 and the Company's

circular dated 9 December 2016,
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Report of the Board of Directors

The annual caps of the continuing connected transactions with respect to sales
transactions with each of Prysmian Group and YOFC Shanghai for 2017 as approved
by the independent shareholders of the Company were RMB229,000,000 and
RMB408,000,000, respectively, and the actual transaction amount for 2017 with Prysmian
Group and YOFC Shanghai was RMB91,528,540 and RMB380,600,338, respectively.

The annual caps of the continuing connected transactions with respect to purchases
transactions with each of Prysmian Group and YOFC Shanghai for 2017 were
RMB270,000,000 and RMB830,000,000, respectively, and the actual transaction amount
for 2017 with Prysmian Group and YOFC Shanghai was RMB62,069,455 and RMB
356,819,999, respectively.

The independent non-executive Directors have reviewed each of the above-mentioned
continuing connected transactions and confirmed that the transactions have been entered

into:
(1) inthe ordinary and usual course of business of the Group;
(2)  on normal commercial terms or better; and

(3)  according to the agreements governing them on terms that are fair and reasonable

and in the interests of the Shareholders as a whole.

Pursuant to Rule 14A.56 of the Hong Kong Listing Rules, the Board engaged the
auditor of the Company to conduct a limited assurance engagement on the above
continuing connected transactions in accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note 740 “Auditor’s Letter on
Continuing Connected Transactions under Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditor has reported their conclusion to the
Board stating that:

a nothing has come to the auditor’s attention that causes the auditor to believe that
the disclosed continuing connected transactions have not been approved by the

Board;
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EEEHRE

b.  for transactions involving the provision of goods or services by the Group, nothing
has come to the auditors’ attention that causes the auditor to believe that the
disclosed continuing connected transactions were not, in all material respects, in

accordance with the pricing policies of the Group;

C nothing has come to the auditor's attention that causes the auditor to believe
that the disclosed continuing connected transactions were not entered into, in
all material respects, in accordance with the relevant agreements governing such

transactions; and

d.  with respect to the aggregate amount of each of continuing connected transactions
set out above, nothing has come to the auditor's attention that causes the auditor
to believe that the disclosed continuing connected transactions have exceeded the

2017 annual caps as disclosed above.

The auditor has issued their unqualified letter containing their findings and conclusions in
respect of the abovementioned transactions in accordance with Rule 14A.56 of the Hong
Kong Listing Rules. The Company has provided a copy of the said letter to the Hong Kong

Stock Exchange.

In respect of the above-mentioned continuing connected transactions, the Directors also
confirmed that the Company was in compliance with the applicable requirements under

Chapter [4A of the Hong Kong Listing Rules.

The audit committee of the Company has reviewed the accounting principles and policies
adopted by the Group and discussed the Group's risk management, internal controls and
financial reporting matters with the management. The audit committee has reviewed the
audited consolidated financial statements of the Group for the year ended 3| December

2017.

The material post balance sheet events are disclosed in note |3 to the financial

statements.
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Report of the Board of Directors

The Company has appointed KPMG and KPMG Huazhen LLP as the intemational and the
domestic auditors respectively of the Company for the year ended 3| December 2017.

As the financial statements to be disclosed by the Company under the Listing Rules shall
be prepared under the China Accounting Standards for Business Enterprises, the Board
has proposed to cease the re-appointment of KPMG as the international auditors of
the Company. Resolutions regarding the cessation of re-appointment of KPMG as the
interational auditors and the appointment of KPMG Huazhen LLP as the only auditors of

the Company will be proposed at the aforesaid annual general meeting.

ALIGNMENT IN THE DISCLOSURE OF FINANCIAL STATEMENTS IN
ACCORDANCE WITH THE CASBE AND FINANCIAL INFORMATION
PREPARED UNDER IFRS AND FINANCIAL STATEMENTS UNDER CASBE

Since the passing of the resolution at the meeting of the Board held on 17 January 2018,
the Company has disclosed its financial statements in accordance with the CASBE and
related regulations. Accordingly, the annual report of the Company for the year 2016
contains the financial statements prepared under the IFRS whereas this report contains

the financial statements prepared under the CASBE.

There are no differences between the net profit and net assets in the consolidated
financial statements of the financial report for the year 2016 which have each been

prepared in accordance with CASBE and IFRS by the Company.
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In respect of the proposed A share offering, the Company has to prepare a prospectus
which contains the financial statements of the Group for the years ended 3| December
2015, 2016 and 2017 prepared under the CASBE. In the course of preparing such A share
prospectus, the Company made corrections in relation to the prior period accounting
errors and made adjustments to the prior years consolidated financial statements of the
Company in accordance with the Enterprise Accounting Principles No. 28 — Accounting
Policy, Change in Accounting Estimates and Corrections of Errors and other relevant laws
and regulations. For further details, please refer to notes Ill.10 and XIV.I to the financial

statements and the announcement of the Company dated 27 March 2018.

By order of the Board

Ma Jie

Chairman

Wouhan, China
23 March 2018
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Corporate Governance Report

CORPORATE GOVERNANCE
The Board is pleased to present the corporate governance report of the Company.

The Group is committed to maintaining high level of corporate governance. The Board
is responsible for performing corporate governance duties, including: (a) formulating,
developing and reviewing the corporate governance policies and practices of the
Company; (b) reviewing and monitoring the training and continuous professional
development of the Directors and senior management; (c) reviewing and monitoring
the policies and practices for the compliance of legal and regulatory requirements by the
Company; (d) developing, reviewing and monitoring the code of conduct and compliance
manual for employees and the Directors; and (e) reviewing the compliance with the CG
Code by the Company and the disclosure in the corporate governance report. The Board
believes that an effective corporate govemance system can safeguard the interests of the

shareholders of the Company and promote the value and accountability of the Company.

The Company has adopted all the code provisions in the CG Code which are applicable
to the Company and the manner in which the principles and code provisions in the CG
Code were applied and implemented during the year ended 31 December 2017 and up
to the date of this annual report is explained in this Corporate Governance Report. The

Company has complied with all the code provisions under the CG Code during the year.

The Board will continue to review and improve the Company's corporate governance

system to ensure its compliance with the CG Code.
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BOARD

DUTIES AND DIVISION OF RESPONSIBILITY

The Board shall act in the interests of the shareholders of the Company and shall be
accountable to the shareholders of the Company. The Board shall be responsible for
the implementation of the resolutions approved at general meetings of the shareholders;
formulation of the Company's investment strategies and business development
plans, formulation of annual financial budgets and final accounts, formulation of profit
distribution plans and loss recovery plans and the provision of strategic advice and making
recommendations on the operations and management of the Company. The Company
has established three Board committees to oversee specific matters of the Company,
namely (i) the Audit Committee, (ii) the Nomination and Remuneration Committee,
and (iii) the Strategy Committee. The Board has delegated the relevant duties to the
respective committees, which are contained in the terms of reference of the relevant
committees. The management of the Company will provide sufficient information to the
Board and the Board committees when appropriate to facilitate the Directors in making

decision.

The Board is responsible for decision making on important strategic matters of the
Company. The senior management of the Company is authorised to manage the daily

operation of the Company.

Mr. Ma jie is the Chairman of the Board while Mr. Zhuang Dan is president of the
Company. The Chairman of the Board and the president of the Company have clear
division of duties. The Chairman of the Board oversees the works of the Board and
monitors the implementation of the resolutions approved by the Board while the
president is primarily responsible for strategic development and planning, and day- to-day
management of the Company. There is no financial, business, family or other relationship
between the Directors, the Supervisors, the Chairman of the Board, the president of the

Company and the senior management of the Company.
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Corporate Governance Report

COMPOSITION OF THE BOARD

During the year, the Board comprises |2 Directors, including two executive Directors
namely, Mr. Zhuang Dan and Mr. Frank Franciscus Dorjee, six non-executive Directors
namely, Mr. Ma Jie(chairman), Mr. Yao Jingming, Mr. Philippe Claude Vanhille(vice-
chairman), Mr. Pier Francesco Facchini, Mr. Xiong Xiangfeng and Ms. Zheng Huili, and four
independent non-executive Directors namely, Dr. Ngai Wai Fung, Dr. Ip Sik On Simon,
Mr. Li Ping and Dr. Li Zhuo.

Particulars of the current Directors are set out in the section “Directors’, Supervisors’ and

Senior Management's Profiles” in this annual report.

During the year and up to the date of this annual report, the Board has complied with
the requirement of Rule 3.10 (1) and 3.10 (2) of the Hong Kong Listing Rules to have not
less than three independent non-executive Directors, including at least an independent
non-executive Director who has the relevant professional qualification or accounting
or related financial management expertise. In accordance with Rule 3.10A of the Hong
Kong Listing Rules, at least one-third of the Directors shall be independent non-executive
Directors. The Company had four independent non-executive Directors during the year,
representing one-third of the total number of Directors and was in compliance with the

relevant requirement.

In accordance with the Articles of Association of the Company, the Directors (including
non-executive Directors) are elected by shareholders at a general meeting for a term of

three years, which is renewable upon re-election and re-appointment.
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POSITION IN OTHER COMPANY HELD BY DIRECTORS

Other than those disclosed in the section headed “Directors’, Supervisors' and Senior
Management's Profiles” in this annual report, none of the Directors holds any directorship

in other listed companies.

TIME COMMITMENT OF DIRECTORS

In addition to attending meetings of the Board, the Directors shall also review reports
of the management and regular reports of the Company, inspect the operation of the
Company and understand all matters of the Company through various channels so as to
effectively perform their duties. After making particular enquiries, the Board is of the view

that the Directors had devoted sufficient time and efforts to perform their duties.

TRAINING AND PROFESSIONAL DEVELOPMENT OF DIRECTORS

During the year, all the incumbent Directors had already participated in a formal and
comprehensive training program with respect to the latest developments on the Hong
Kong Listing Rules and other applicable laws and regulations so as to refresh all Directors’
knowledge and skills towards legal and regulatory requirements and to ensure compliance
and enhance their awareness of good corporate governance practices. Training will also
be provided to the Directors when necessary to ensure that they understand the business
and operation of the Group, and their duties and obligations under the Hong Kong
Listing Rules and the applicable laws and regulations. Every newly appointed Director will
also receive formal, comprehensive and tailored induction on the first occasion of his/
her appointment to ensure appropriate understanding of the business and operations
of the Company and full awareness of director’s responsibilities and obligations under
the Hong Kong Listing Rules and relevant statutory requirements. Such induction shall
be supplemented by visits to the Company's key plant sites and meetings with senior

management of the Company.

INSURANCE FOR DIRECTORS

The Company pays much attention to the prevention of risks in relation to the liabilities of
the Directors. The Board has resolved to maintain liability insurance for all the Directors,
which has been in place since 10 December 2014. Directors' liability insurance policy has

been renewed for another year from 24 November 2017.
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Corporate Governance Report

MEETINGS OF THE BOARD

Pursuant to code provision A.l.I of the CG Code, the Board should meet regularly at
least four times a year at approximately quarterly intervals. Notice of at least 14 days
should be given of regular board meeting. According to the Articles of Association of the
Company, in the event of any of the following circumstances, the Chairman will convene
extraordinary meeting: (i) when it is proposed by two or more Directors; and (i) when it

is proposed by the president of the Company.

All Directors are provided with all relevant information for matters to be discussed at the
Board meetings in a timely manner, and they may seek independent professional advice
and services from the company secretary and senior management of the Company. Upon
reasonable request to the Board, the Directors may seek independent professional advice,

as and when necessary, at the Company's expenses.

During the year, the Board had held eleven meetings to discuss the overall strategic
related matters including new investments and possible acquisitions as well as the
operational and financial performance of the Group. All these matters were not subject
to any disclosure, shareholders’ approval or other compliance requirements under the
Hong Kong Listing Rules or shareholders” approval requirements under the Articles of
Association of the Company except for (1) the proposal for A share offering, (2) proposal
on the 2017 annual transaction amounts for the related party transactions with Kaile
Technology and its subsidiaries during the ordinary and usual course of business, which
had been further approved at the extraordinary general meeting held on 22 May, 23 May
and 27 Octorber of 2017
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The table below sets out the details of meeting attendance of each member of the Board TRINHZEESEHNERFALESENT
during the year. =
Number of board ~ Number of board ~ Number of board Number of
meetings requiring  meetings attended  meetings attended general meetings
attendance in person (Note) by proxy attended*
ERHE HRInFESS REARLR HERRAE
Director Ex EZRREAY  SRERM(WE) EFLEENY R &
Executive Directors HITES
Mr. Zhuang Dan* HEREE 10 10 0 5
Mr. Frank Franciscus Dorjee e BEEL l 'l 0 5
Mr. Wen Huiguo® XeBErE" | | 0 0
Non-executive Directors HTES
Mr. Ma Jie BEAEE ) I 0 5
Mr. Yao Jingming PR K4 I 9 2 5
Mr. Philippe Claude Vanhille FERIL o« BERMEAE || 10 | 5
Mr. Pier Francesco Facchini® KRR o ERRELE! 10 9 | 5
Mr. Xiong Xiangfeng RIS 4 [ [ 0 5
Ms. Zheng Huil BEERTL || || 0 5
Mr. Yeung Kwok Ki Anthony* HEB L | \ 0 0
Independent Non-executive Directors BYFHTEE
Dr. Ngai Wai Fung HREEEL || /| 0 5
Dr. Ip Sk On Simon EHRET || 10 | 5
Mr. Li Ping FYEE I 10 | 5
Dr. Li Zhuo FEEL l I 0 5
Note: Attendance includes on-site attendance and attendance through electronic means such as i HEeETERARESFAA(NEFEER)
telephone conference. HE o
# Mr. Zhuang Dan and Mr. Pier Francesco Facchini have been elected and appointed as an executive # XeRrERGEBEEE_Z—+F—A

Director and a non-executive Director as new members of the second session of the Board. Mr.

Wen Huiguo and Mr. Yeung Kwok Ki Anthony had retired with effect on 24 January 2017.

g During the year, the Company had five general meetings.

The Chairman also held meetings with the non-executive Directors (including independent

non-executive Directors) without the presence of executive Directors during the year.
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Corporate Governance Report

BOARD COMMITTEES

The Board has three committees, namely the Audit Committee, the Nomination and

Remuneration Committee, and the Strategy Committee.

AUDIT COMMITTEE

The major duties of the Audit Committee are to (I) make recommendations to the
Board on the appointment, reappointment and removal of external auditors; (2) to review
and monitor the external auditors” independence, objectivity, professionalism, diligence
and responsibleness and the effectiveness of the audit process in accordance with
applicable standards; (3) to develop and implement policy on engaging external auditors
to supply non-audit services and assess the impact of the provision by the external auditor
of non-audit services on its independence; (4) to monitor integrity, accuracy and fairmess
of the Company's financial statements including annual reports and interim reports and
if prepared for publication, quarterly reports and to review significant financial reporting
judgments contained in them; (5) to review the Company's financial controls, internal
control and risk management systems, annual interal audit work plan and internal audit
work report; (6) to review the Group's financial and accounting policies and practices; and
(7) to review arrangements which employees of the Company can use, in confidence,
to raise concems about possible improprieties in financial reporting, interal control and

other matters.

The Company has updated the terms of reference of the Audit Committee, and which
became effective on 24 March 2017. Details of the terms of reference of the Audit
Committee are posted on the websites of the Company and the Hong Kong Stock

Exchange for reference.

The Audit Committee consists of three independent non-executive Directors, namely
Dr. Ngai Wai Fung, Dr. Ip Sik On Simon and Dr. Li Zhuo. Dr. Ngai Wai Fung acts as the

chairman of the Audit Committee.
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Six audit committee meetings were held during the year with respect to the discussions

and approval of (a) 2016 annual results announcement for the year ended 3| December

2016, (b) two quarterly voluntary disclosures of inside information on selected unaudited

financial information for the three months ended 31 March 2017 and for the nine months

ended 30 September 2017, and (c) 2017 interim results announcement for the six months

ended 30 June 2017. (d) 2017 interim internal control assessment report of 30 June 2017.

The Audit Committee also assessed the risk management system of the Company.

The table below sets out the details of meeting attendance of each member of the Audit

Committee during the year.

FRBIINREANZREEH  UsTm Rt
&@@ T-AF+ZA=t— amm

-z Aﬁirﬁ%ﬁi-@ EZT—+
F=A=t+—RALE=-AAREE=Z ti
NA=ZFBENEANEEREEZNBE
HEmmhEEERANEEERE  BZ
E—tFAAZTHLEAEAN-_ZE—+t
FRHEENE  ()BE-T—LtF~A
= TEABEHEFERS - BEHEEEN
HARBRRER ZRFIEL TS -

TEAREHEELERENENLEES
CELE

Number of

Number of Number of meetings attended

meetings requiring meetings attended by proxy

attendance in person ZERE

Director = ERHFEEERE HELETRRY HEERRH
Dr. Ngai Wai Fung (Chairman) REBET(XRF) 6 0
Dr. Ip Shek On Simon Bl 6 0
Dr. Li Zhuo FEEBL 6 0

The Audit Committee has reviewed and discussed the annual results of the Group for
the year ended 31 December 2017. The audit committee has also reviewed with the
management and the Company's auditors, KPMG, the accounting principles and practices
adopted by the Group and discussed risk management and interal control and the audit
of the consolidated financial statements for the year ended 31 December 2017 as set out
in this annual report. The Audit Committee is of the view that the audited consolidated
financial statements are prepared in accordance with the applicable accounting standards

and requirements and all the relevant and required disclosures are adequate.
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Nomination and Remuneration Committee

The major duties of the Nomination and Remuneration Committee are to () review
the structure, size and composition (including the skill, knowledge and experience) of
the Board at least annually and make recommendations on any proposed changes to
the Board to complement the Company's corporate strategy; (2) to identify suitable
candidates and make recommendation to the Board on the appointment and succession
planning for Directors, president and other senior management; (3) to assess the
independence of the independent non-executive directors; (4) to make recommendations
to the Board on the Company's policy and structure for all Directors’ and Senior
Management's remuneration and on the establishment of a formal and transparent
procedure for developing remuneration policy; (5) to assess the performance of the
Directors and Senior Management and evaluate and assess their performance; (6) to
consider and decide the remuneration packages of all executive Directors and Senior
Management under authorisation of the Board; and (7) to supervise the implementation

of the remuneration system of the Company.

The Nomination and Remuneration Committee has adopted the model described in code
provision B.1.2(c) (i) of the CG Code in its terms of reference, i.e. the committee has the
delegated responsibility to determine the remuneration packages of individual executive

directors and senior management.

In recommending candidates for appointment to the Board, the Nomination and
Remuneration Committee will consider candidates on merit against objective criteria and

with due regards to the benefits of diversity on the Board.

The Company has updated the terms of reference of the Nomination and Remuneration
Committee, and which became effective on 24 March 2017. Details of the terms of
reference of the Nomination and Remuneration Committee are posted on the websites

of the Company and the Hong Kong Stock Exchange for reference.

During the year, the Nomination and Remuneration Committee consisted of two
independent non-executive Directors namely, Mr. Li Ping and, Dr. Ip Sik On Simon
and one executive Director, Mr. Frank Franciscus Dorjee. Mr LiPing an independent
non-executive Director, acted as the chairman of the Nomination and Remuneration

Committee.
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Two meetings of the Nomination and Remuneration Committee were held during the

year to review the remuneration packages of employees of the Company and candidates

for appointment to the second session of the Board.

The table below sets out the details of meeting attendance of each member of the

Nomination and Remuneration Committee during the year.

Number of
meetings requiring

attendance

RER - RENFMEZEECARMAEE
NEHALREE ZHFMES RARRIE =
EEFEHREA

TRIIBIEERFHEE R SHERNEN S
BEBAHE -

Number of Number of

meetings attended meetings attended

in person proxy

iiﬂti
Director B ERUEFEERNE BELESBERY HESBRH
Mr. Li Ping (Chairman)* FYEL(EE) 2 2 0
Dr. Ip Sik On Simon Bl 3 3 0
Mr. Frank Franciscus Dorjee e EBERALE 3 3 0
Mr. Ngai Wai Fung REBELT \ | 0

#

Mr. Li Ping, an independent non-executive director of the Company, was appointed as a member

and the chairman of Nomination and Remuneration Committee to replace Dr. Ngai Wai Fung with

effect from 24 January 2017.
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In accordance with code provision B.1.5 of the CG Code, the remuneration of the
Directors, Supervisors and senior management for the year ended 3| December 2017

can be classified into the following ranges:

Band (Notes) Remuneration (RMB)

CREARS

EJRSTAI 2 SFANMEXB.1S » B EZ
E—tF+-_A=+—HIFEEE EZF
BAB

Number of persons

AR () M (AR®R) AH
I 0-500,000 18
2 500,001-1,000,000 |
3 1,000,001-1,500,000 2
4 1,500,001-2,000,000 3
5 2,000,001-3,000,000 3
6 3,000,001-4,000,000 |
7 4,000,001-5,000,000 0
8 5,000,001-6,000,000 0
9 6,000,001-6,500,000 |
Notes: 5

Band | includes twelve Directors, two Supervisors, and four senior management members.

Band 2 includes one senior management member.
Band 3 includes two senior management members.

Band 4 includes one Director, one Supervisor and one senior management member.

Band 5 includes three senior management member.
Band 6 includes one senior management members.

Band 9 includes one Director.

Further details of the remuneration of the Directors, the Supervisors and the five highest-
paid employees are disclosed in notes XIV.3 to the financial statements as required by the

Appendix |6 to the Hong Kong Listing Rules.
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BOARD DIVERSITY

The Board has adopted a Board Diversity Policy to enhance its effectiveness. In designing
the Board's composition, Board diversity has been considered from a number of aspects,
including but not limited to gender, age, cultural and educational background, professional
experience, skills, knowledge, length of services and time to be devoted as a director of
the Company. The Company will also take into account factors relating to its own business
model and specific needs from time to time. The Board strives to ensure that it has the
appropriate balance of skills, experience and diversity of perspectives that are required
to support the execution of its business strategies and in order for the Board to be
effective. At the committee meeting held on 22 December 2016 and 6 January 2017, the
Nomination and Remuneration Committee has reviewed the composition of the Board
in accordance with the Hong Kong Listing Rules and concluded that the composition of
the Board during the year as well as the second session of the Board as proposed by then
is in accordance with the Board Diversity Policy in terms of age, educational background,
industry experience, geographical location and duration of service. Members of the Board

during the year are set out in the following table:

Exgz it

EZERNTESSZ LR - UWRAE
BE -ETEZSREBNBELELZMER
AEREZES L - BEETRIMESR -
Fi - ERBEER  BELR - B
M REFHIECAARNESHERZ
K ARRNEEREMERFEBERX
REAFEROTIERE - EERNRRE
et KRETRABH A EREEE TE -
MBI TEB R R EEEEEUITEN
BRRZE-—RFTZAZ+ZHARZZ
—tE—-A~BARIZZEEgE  RBER
PMEEERREB LMRRAIERHEES
B BAETRE - YRAFANESEIU
REREZENF _EEZFSNXREEFR
HEES TR HE - REFHSH
B FAESEEZLBRMER - RFR
BN EFBHIINTX

Geographical Duration of service
Name Age Education Industry experience location (joined since)
i FiR BE TRER e MAZEE A 5
Executive Directors
ITES
Zhuang Dan 47 Doctorate Telecommunication, Wuhan, China March 1998
Finance and accounting
e [l B - BB REE B E —hWANFE=A
Frank Franciscus Dorjee 57 Master Telecommunication, Netherlands January 201 |
Finance and accounting
Be BE AL B B REE i —2——%—H
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Geographical Duration of service
Name Age Education Industry experience location (joined since)
i FiR ¥E TRER & MAREEE A B
Non-executive Directors
FHUTES
Ma Jie (Chairman) 47 Doctorate Telecommunication Beijing, China August 201 |
SRER) Bt bl FREE R —F——F)\HA
Yao Jingming 53 Master Telecommunication Beijing, China June 2015
H 3 Rt bl REE R —Z2—A%FH
Philippe Claude Vanhille (Vice-Chairman) 53 Master Telecommunication Italy May 2013
FEME « ERABIETR) Bt bl BEAAN —T-=%1A
Pier Francesco Facchini 50 Doctorate Finance and accounting ~ ltaly January 2017
FIRE o E#[E Bt MR & BEAN —F—+F—H
Xiong Xiangfeng 53 Master Telecommunication Wouhan, China August 2013
Rrm Rt bl REIRE —Z-=%\A
Zheng Huili 58 Master Telecommunication Wouhan, China April 2006
BB Rt bl REIRE “ZEERFNA
Independent non-executive Directors
BYFUTES
Ngai Wai Fung 56 Doctorate Finance and accounting ~ Hong Kong, China September 2014
nEE Bt MR gt FEEE —“Z-NFNA
Ip Sik On Simon 69 Doctorate Legal Hong Kong, China September 2014
EHR Bt ZNE FEEE —“Z-NFNA
Li Ping 64 Master Telecommunication Beijing, China September 2014
F¥ Rt bl REER —“Z-NFNA
Li Zhuo 48 Doctorate Education Wuhan, China September 2014
Fa Bt ¥E REIRE —“Z-mFAA
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STRATEGY COMMITTEE

The major duties of the Strategy Committee are (1) to carry out research and give
advice on the plan of long-term development strategies of the Company; (2) to carry
out research and give advice on the major investment and financing plans which shall be
submitted to the Board for approval in accordance with the Articles of Association of
the Company; (3) to carry out research and give advice on the major projects of capital
operations and asset management which shall be submitted to the Board for approval in
accordance with the Articles of Association of the Company; (4) to carry out research
and give advice on the other major matters that will impact the development of the
Company; (5) to examine the implementation of the above matters; and (6) to perform

other matters as authorised by the Board.

The Company has updated the terms of reference of the Strategy Committee, which
became effective on 24 March 2017. The terms of reference of the Strategy Committee

are posted on the websites of the Company and the Hong Kong Stock Exchange.

During the vyear, the Strategy Committee consisted of two independent non-executive
Directors, namely Mr. Li Ping and Dr. Li Zhuo and one executive Director, Mr. Ma Jie,
non-executive Director, replaced Mr. Wen Huiguo as member and chairman of the
Strategy Committee, and Mr. Philippe Claude Vanhille, non- executive Director, was

appointed as member of the Strategy Committee.

Four Strategy Committee meetings were held during the year with respect to discussions

BHREES

BRZEENIZRERE () HEARAER
MERERAIETHREREREZ QY
ARAERMTAREESSHANEAR
BERMERRETHRIERBHEZ Q) HA
ARIERATAREEZTSHANERER
EIE - AEEHBEETHRLRLES

(4 HEM T E $Lﬁ§@%iﬁ$ﬁLﬂ
AW REER  O) B LEBNEHEHET
BRE: REOBTEFSRENEMEE -

ARFER-_Z—tHF=-A-_THREHRE
%?E@%Iﬁﬁw HEARARARE

BB AR EEH] -

RER BRZEEMMABUFNTES
FYRERFTEEL  REFSIERIN
TEEENELAK  MFRTESRES
SRITFEFENE « BARXLRZIRES
SREEEEKE

FRETORBREZEEER  UawmEaT

on the feasibilities of some new investments, capacity expansions and A share offering. HRE - EERRARIEITHRE -
The table below sets out the details of meeting attendance of each member of the TRIGEHRZESEKENFRNLESH
Strategy Committee during the year. RFEE o
Number of
Number of Number of meetings attended
meetings requiring meetings attended by proxy
attendance in person ZERE
Director B= EREEEERHE FILEERRY HESBRE
Mr. Ma Jie (Chairman) BAREE(ERE) 2 2 0
Mr. Philippe Claude Vanhille JERE « BREBALE 2 2 0
Mr. Li Ping R 4 4 0
Dr. Li Zhuo FEEL 4 4 0
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DIRECTORS

APPOINTMENT AND RE-ELECTION OF DIRECTORS

Directors (including non-executive Directors and independent non-executive Directors)
shall be elected by the shareholders in general meeting for a term of three years. Upon
the expiration of the current term of office, a Director is eligible for re-election and
re-appointment. The Chairman and Vice Chairman of the Board shall be elected and
removed by more than one-half of the Directors. The Chairman and Vice Chairman of
the Board shall have a term of three years and shall be renewable upon re- election. Each
of the current Directors has entered into a service contract with the Company on 24
January 2017. Pursuant to the Articles of Association of the Company, the term of office
of the Directors shall be 3 years. The principal particulars of these service contracts are (a)
for a term commencing from their respective effective date of appointment until the day
on which the next general meeting of the shareholders for re-election of Directors is held,

and (b) are subject to termination in accordance with their respective terms.

None of the Directors and Supervisors has entered into a service contract with the
Company or any member of the Company which is not determinable by the relevant
employer within one year without payment of compensation (except statutory

compensation).

NOMINATION OF DIRECTORS

In accordance with the Articles of Association of the Company, the intention to nominate
a candidate as a Director and the written notice of such candidate regarding his/her
willingness to accept the nomination shall be given to the Company on or after the date
of notice of the relevant general meeting of the Shareholders but not later than 7 days

prior to the date selected for holding that general meeting for approval of the nomination.
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INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has four independent non-executive Directors and as at the date of this
annual report, none of them has served as independent non-executive Director for more
than six years. The number and qualification of the independent non-executive Directors
are in compliance with the requirements of the Hong Kong Listing Rules to have at least
three independent non- executive Directors representing one-third of the Board and the
Articles of Association of the Company. Their independence is further guaranteed as none
of the independent non-executive Directors has any business and financial relationship

with the Company or its subsidiaries and has no management function in the Company.

Each of the four independent non-executive Directors has given his written confirmation
of their independence in accordance with the independence guidelines set out in Rule
3.13 of the Hong Kong Listing Rules. Having confirmed, the Board considers that all

independent non-executive Directors are independent.

SECURITIES TRANSACTIONS BY DIRECTORS,SUPERVISORS AND THE
RELATED EMPLOYEES

The Company has adopted the Company Securities Dealing Regulations on Directors,
Supervisors and Related Employees (the “Company’'s Code") as its own code regarding
securities transactions by Directors and Supervisors on terms no less exacting than the
required standard set out in the Model Code. Having made specific enquiries in writing
of the Directors and Supervisors of the Company, all Directors and Supervisors of the
Company have confirmed that they have complied with the required standard set out in
the Model Code and the Company's Code regarding securities transactions throughout
the year ended 31 December 2017.
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DIRECTORS’ INTEREST

Details of the Directors' competing interest have been disclosed in the section headed
“Report of the Board of the Directors — Directors Interest in Competing Business” on
pages 60 to 88 of this annual report. To address any potential competing interest of the
Directors, the Company has implemented the following corporate governance measures

to safeguard the interests of the Company and the shareholders of the Company:

(@)  each of the Directors is required to attend training sessions to strengthen his/her
awareness of his/her fiduciary duties as a Director which require, among others,
that he/she acts for the benefit and in the best interests of the Company when a

potential conflict of interest arises;

(b)  any conflicted Director must abstain from voting (nor being counted in the quorum
in relation) to any resolution of the Board in respect of any contract, transaction or
arrangement in which such conflicted Director or any of his/her close associates is

materially interested;

() the independent non-executive Directors will review the competing interests held
by any Directors who are involved in business in competition with the Company,
and such Directors must provide all the information necessary for the review to the

independent non-executive Directors; and

(d)  the decision on matters reviewed by the independent non- executive Directors will

be disclosed in the annual reports of the Company.

DIRECTORS’ RESPONSIBILITY ON FINANCIAL STATEMENTS

The Directors acknowledge their responsibility to prepare the audited consolidated
financial statements for the year ended 31 December 2017 to give a true and fair view of
the affairs of the Company and the Group. According to code provision C.I.| of the CG
Code, the management shall provide necessary explanation and information to the Board
so that the Board can have a preliminary assessment of the financial statements before
they are submitted to the Board for approval. The Company will also provide monthly

reports on the results, positions and prospects of the Group to all members of the Board.
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The statement of the independent auditors of the Company about their reporting
responsibilities on the financial statements is set out in the Independent Auditor's Report

on pages 123 to 130 of this annual report.

SHAREHOLDERS’ MEETING

The Company is committed to ensure that all shareholders of the Company, are treated
equally and are able to exercise all their rights. General meeting of the Shareholders is the
highest authority of the Company and performs its duties in accordance with all applicable

laws.

To safeguard the interests and rights of the shareholders, all major matters of the
Company shall be proposed as separate resolutions at the general meeting for
consideration in accordance with the applicable laws and the Hong Kong Listing Rules. The
rights of the shareholders and voting procedures of the general meeting shall be contained
in the relevant circular in accordance with the Articles of Association of the Company
and the Hong Kong Listing Rules, which shall be despatched to the Shareholders within a
specified period of time and shall be posted on the websites of the Stock Exchange and

the Company.

During the year, one annual general meeting was held by the Company to approve
the relevant matters. The Company's circular dated 6 April 2017 was despatched to

shareholders for review before the shareholders’ meeting was held.

CONTROL SYSTEM

The Board of Supervisors is the supervisory authority of the Company and shall
be accountable to the general meeting of the shareholders. Supervisors shall act
independently to protect the legal interests of the Shareholders and the Company in

accordance with the laws.

The major functions and powers of the Board of Supervisors are (1) to examine the
financial affairs of the Company; (2) to supervise the performance of Directors and other
senior management members, and monitor as to whether they had acted in violation
of any laws, administrative regulations, Articles of Association of the Company or the
resolutions of general meetings in the performance of duties; (3) to request Directors
and senior management members to rectify actions which are harmful to the Company's
interests; and (4) to exercise other powers, functions and duties as conferred by the laws,

administrative regulations and the Articles of Association of the Company.
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The board of Supervisors consists of three members, including two Supervisors elected by
the shareholders (Mr. Liu Deming and Ms. Li Chang'ai) and one Supervisor elected by the
employees (Mr. Wang Ruichun as the Chairman of the Board of Supervsior). Mr. Wang
Ruichun was appointed by the employees' representatives conference held on 24 January

2017 to replace Mr. Jiang Zhikang to act as chairman of the Board of Supervisors.

Supervisors who are representatives of the Shareholders shall be elected and removed by
shareholders at general meeting. Supervisors who are representatives of employees shall
be subject to democratic election by staff and the number of employee representative
Supervisors of the Company shall not be less than one-third of the Supervisors. Each
Supervisor shall have a term of three years from the date of approval by shareholders’
general meeting or employee conference. The term of office of a Supervisor shall be

renewable upon re-election and re-appointment.

Particulars of the Supervisors are set out in the section "Directors’, Supervisors' and Senior

Management's Profiles” of this annual report.

During the year, three meetings were held by the Board of Supervisors. The work of the
Board of Supervisors is set out in the Report of the Board of Supervisors in this annual

report.

INTERNAL CONTROL AND RISK MANAGEMENT

The Group has adopted various risk management and internal control policies and
procedures which aim at establishing an effective risk management and internal control

system to safeguard the investment of shareholders and the assets of the Group.
l. Risk management and internal control duties

The management of the Group is responsible for designing, implementing and
maintaining the risk management and internal control measures. The Board is
responsible for ensuring that the Group's risk management and internal control
system is sound and effective. Under the supervision of the Audit Committee on
the whole risk management and intemal control system of the Group, we ensure

that the investments of shareholders and the Group's assets are well protected.
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The Board is responsible for assessing and determining the nature and level of risk
that the Group is willing to bear in order to achieve its strategic goals. It also has
the duty to review and approve the overall targets, risk appetite, risk tolerance,
risk assessment standards and basic risk management policies of the Group to
ensure that the Group's risk management policies and systems are in line with its
development strategy and overall risk tolerance as well as ensuring that the Group
has established and maintained an appropriate and effective risk management and
intemal control system. However, such system is designed to, within the acceptable
risk level, manage the risks encountered by the Group rather than eliminating the
risks arising from the Group's failure to achieve business objectives; the system can
only provide reasonable but not absolute assurance against material misstatement

or loss.

The Audit Committee of the Board is mainly responsible for reviewing the Group's
accounting policies, financial position and financial reporting procedures as well as
its internal control system and internal audit function. It is also mainly responsible

for reviewing and monitoring the existing and potential risks faced by the Group.

The Company has established the Internal Audit and Risk Management Department
which is under the direct leadership of the Audit Committee of the Board. It is
specifically responsible for carrying out the daily operations related to the Group's
risk management and internal control issues, monitoring the Group's control
measures targeting at material risks in a continuous manner and conducting analysis
and independent assessment on the competence and effectiveness of the Group's
risk management and internal control system. The internal auditors can, without
restriction, review the Group's material operational and management control
measures, including financial control, operational control and compliance control
measures, and report to the management of the Group, or directly to the Audit
Committee of the Board on any material defects in risk management and internal

control measures.
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Establishment of the risk management and internal control system

The Group has established a risk management and intemal control system covering
risk identification, assessment, response and control with a systematic approach.
During the course of establishing and implementing the risk management and
internal control system, the Group takes into account the opinions of experienced
external consultants to build up the basic risk management procedures. In addition,
intemal control systems are also established on the entity level and transaction level

to effectively respond to the risks.

The risk management and internal control system, which covers all the businesses
and transactions of the Group, is founded on clear division of duties, stringent
authorisation and approval, comprehensive operational management and control
and effective assessment and accountability system. Targeting at crucial risk
management and internal control issues, the Group has established clear written
policies and procedures to standardise employees’ behavior. The Board and the
management have always emphasised to the employees that, irrespective of their
seniority, each employee is an integral part of the risk management and internal

control system, and therefore shall duly assume their respective responsibilities.

The Group strengthens its counterbalance function through the risk management
and internal control system. No one can have unrestricted power and manipulate
any single transaction, activity or procedure to cover non-compliance behavior.
The Group has also formulated anti-fraud policies which clearly demonstrate our
determination in preventing, reporting and detecting fraudulent behavior. Such
policies clearly set out the responsibilities of the Board, the management, Internal
Audit and Risk Management Department and employees of different levels in
combating fraudulent activities as well as the relevant whistle-blowing, investigation

and reporting mechanism for fraudulent activities.
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In terms of risk identification, under the unified organisation and guidance of the
Interal Audit and Risk Management Department and based on practical business
experience, each subsidiary and department of the Group identified risks on the
strategic, operational, compliance and reporting levels according to the Group's
development objectives and strategies in 2018. These subsidiaries and departments
also classified risks into different categories, created a list of risks and identified

responsible departments for handling various risks.

With respect to risk assessment and response, each subsidiary and department
of the Group carried out annual risk assessment based on systematic methods.
Based on the risk assessment criteria approved by the Board, these subsidiaries
and departments compile a comprehensive annual risk assessment report which
include two major parts, the first of which is the assessment on existing risks with
reference to their possibility and level of influence as well as the effectiveness of
the risk response measures while the second part is the assessment on the level of
other risks. During the course of risk assessment, the management of the Group
identifies control measures that can be further adopted in response to different
risks and directs the relevant departments to implement such measures in order
to strengthen risk response capability and limit the influence of other risks to level
acceptable to the Group. The annual risk assessment report will be submitted to
the Audit Committee of the Board for approval upon consideration and approval

by the management committee.

Through implementing the risk identification, assessment and management
procedures, the Group reviews the change in nature and severity of major risks and

the Group's capability in responding to fluctuation in external risks on a yearly basis.

For the handling and publication of inside information, the Group is well aware of
its responsibility under the Securities and Futures Ordinance and the Hong Kong
Listing Rules and that the general principle is inside information shall be disclosed
once decision was made. The procedures and internal control measures for

handling and disclosing inside information are set out as follows:

* the Group conducts its affairs with close regard to the disclosure
requirements under the Hong Kong Listing Rules and the "Guidelines on
Disclosure of Inside Information” published by the Securities and Future

Commission;
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the Group has made extensive disclosure of information to the public
through channels such as the press, company's website or periodic reports

to implement its policy on fair disclosure;

the Group strictly prohibits unauthorised use of classified or inside
information and assigns departments and personnel specifically responsible

for disclosing and handling inside information; and

the Group has established a monitoring mechanism for the disclosure of

inside information.

The Group has continuously monitored and evaluated its business and taken

measures to monitor its exposure to risks related to transactions with Sanctions

Targets (as defined in the Report of the Board of the Directors in this annual

report). To protect the interests of the Company and the shareholders and

to comply with the Company's sanction undertakings to the Hong Kong Stock

Exchange, the Company has implemented the following internal control policies

and procedures:

(@)

the legal department of the Company continuously monitors new sanctions
law or any change to the existing sanctions laws and seeks advice from
external legal counsel as necessary, to confirm that the Company's business

activities do not subject us to risks relating to Sanctions Targets;

the senior management of the Company, including the president, vice
president and chief financial officer reviews and approves the Company's
future business opportunities and determines whether such business involves

any Sanctions Targets;

the strategic centre of the Company checks and ensures that the relevant
employees who are involved in overseas businesses understand and comply
with the internal control policies and procedures as to economic sanctions
and the undertakings and regular training or update have been provided to

such employees;
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the strategic centre and sales centre of the Company prepares regular
overseas sales status reports and other information related to the overseas
customers and economic sanctions and Sanctions Targets for review by the
Board; and

if the management believe that any potential transaction would put the
Company, the shareholders and investors, the Hong Kong Stock Exchange,
the Listing Committee of the Hong Kong Stock Exchange, Hong Kong
Securities Clearing Company Limited and HKSCC Nominees Limited to risks
of being subject to transactions with Sanctions Targets, such transaction will

need to be submitted to the Board for approval.

The review procedure of risk management and internal control system

Our Internal Audit and Risk Management Department has the following

characteristics to monitor the Group's control measures targeting at material risks

on a continuous basis:

Independent of the operational management;

Fully authorised to inspect all data and operational data of the Group;

Made up of experienced and competent internal auditors; and

Promotes risk-oriented auditing and focuses on areas involving material risks

or changes.
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The Internal Audit and Risk Management Department coordinates with various
units/departments of the Group to carry out comprehensive risk assessment on a
yearly basis. The department formulates annual working plans based on the results
of risk assessment for the consideration and approval by the Audit Committee
of the Board. The Intemal Audit and Risk Management Department carries out
analysis and independent assessment on the competence and effectiveness of the
Group's risk management and internal control system, which include analysis and
assessment on the areas of internal environment, risk assessment, control activities,
information and communication in accordance with the requirements of the Hong
Kong Listing Rules and the “Basic Standard on Corporate Internal Control”. The
department plays a leading role in carrying out the testing and evaluation of internal
control system, which forms the basis of self-evaluation report on intemnal control

issued by the Board.

In addition, the Internal Audit and Risk Management Department carries out
special projects in accordance with management needs and the special requests
raised by the Board and the management of the Company. Without jeopardising
independence, the department offers management consultancy services for our
operational and management activities and offers remedial opinions for problems
identified during the course of auditing or assessment. Under the supervision
of the Internal Audit and Risk Management Department, the relevant units and
departments acknowledge and make commitments on the plan, methods and time
frame of the remedial measures; it also keeps track on the progress of addressing

the related problems to ensure that the remedial plans are well executed.

In order to enhance the effectiveness of the Board on assessing the risk
management and internal control system of the Group, the Internal Audit and Risk
Management Department in total made 2 reports on internal control to the Audit
Committee during 2017 and carried out further works according to the instructions
of the Audit Committee. The reports include the results and proposed remedial
measure of the risk assessment for the year 2017, the intemnal control assessment

report of 30 June 2017.
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4.  Effectiveness of Risk Management and Internal Control System

Through the annual review of the risk management and internal control system,
the Board considers that for the financial year ended 31 December 2017, the risk
management and internal control system of the Group is effective. No significant
control failings or weaknesses and no material or important intemal control defects
have occurred or identified which will materially affect the financial and operational

performance of the Group.

AUDITORS AND THEIR REMUNERATION

KPMG and KPMG Huazhen (Special General Partnership) (collectively referred to as
“KPMG") are appointed by the Company as the international auditors and the PRC
auditors of the Company for 2017, respectively. Their respective appointment shall expire
upon the conclusion of the 2017 annual general meeting. The Board is authorised to

determine the remuneration of the auditors which is in line with the market practice.

For the year ended 31 December 2017, the fees paid or payable to KPMG for annual
audit services RMB3.66 million. Besides, the fees paid or payable to KPMG in relation to
non- audit services were RMBI million in relation to the interim review and corporate

governance compliance advisory services.

Save as disclosed above, for the year ended 31 December 2017, the Group did not pay
any fee to KPMG and KPMG Huazhen for non-audit services.

COMPANY SECRETARY

Ms. Zhou Lijing, secretary of the Board is responsible for advising the Board on corporate
governance matters and ensuring that the Board's policies and procedures, and the

applicable laws, rules and regulations are followed.
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The Company has also appointed Ms. Cheng Pik Yuk of Tricor Services Limited, external
service provider, as the Company's company secretary on 3 June 2014 as required under
the Hong Kong Listing Rules. For the purpose of code provision F.I.I of the CG Code,
Ms. Cheng Pik Yuk keeps close contact with Mr. Han Qingrong and then Ms. Zhou Lijing,

being the person with sufficient seniority at the Company.

Particulars of Ms. Zhou Lijing are set out in the section “Directors’, Supervisors' and Senior

Management's Profile” in this annual report.

Both Ms. Zhou Lijing and Ms. Cheng Pik Yuk have confirmed that each of them has
received not less than 15 hours of relevant professional training during the year ended 31

December 2017 as required under Rule 3.29 of the Hong Kong Listing Rules.

SHAREHOLDERS’ RIGHTS AND INVESTOR RELATIONSHIP

CONVENING OF EXTRAORDINARY GENERAL MEETING

In accordance with the Articles of Association of the Company, the Shareholders of the
Company may demand to convene, chair, attend (in person or by proxy) the general

meeting of the Shareholders and exercise voting rights thereat.

Shareholder(s) individually or jointly holding 10% or more of the Company's shares with
voting rights may request in writing to hold an extraordinary general meeting or a class
shareholders’ meeting. The Board shall convene such meeting as soon as practicable after
receipt of the demand. The following procedures shall be followed when Shareholders
demand the convening of an extraordinary general meeting or a class shareholders’

meeting:

(1) Shareholder(s), individually or jointly, holding 10% or more of the Company’s
shares carrying voting rights may sign one or more written requests of the same
form stating the object of the meeting and demanding the Board to convene an
extraordinary general meeting or a class shareholders’ meeting. Upon receipt
of the request, the Board shall convene the extraordinary general meeting or
class shareholders’ meeting as soon as practicable. The number of shares of the
Company held by the abovementioned shareholder(s) shall be calculated as at the

date when the Shareholder(s) put forward such written request.
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(2)  In the event that the Board fails to issue a notice to convene a meeting within 30
days from the date of receipt of such request, the shareholder(s) shall be entitled
to propose to the Board of Supervisors in writing for the purpose of convening
an extraordinary general meeting or a class shareholders’ meeting. The Board of
Supervisors may convene such meeting on its own within 4 months upon receipt
of such request by the Board; if the Board of Supervisors does not convene and
chair such meeting, shareholder(s) individually or jointly holding 10% or more of
the Company's shares carrying the right to vote for more than consecutive 90
days may convene such meeting on their own and in which case, the procedures
for convening such meeting should follow those provided for convening a general

meeting by the Board as closely as practicable.

If shareholders convene a meeting due to the failure by the Board to duly convene the
same upon receiving the abovementioned written requests, all reasonable expenses so
incurred shall be borne by the Company, by deducting from such sums owed by the

Company to the Director who is in breach of his duty.

To safeguard shareholder interest and rights, separate resolutions are and will be
proposed at general meetings on each substantial issue, including the election of individual

Directors.

The procedures for shareholder to propose a person for election as director is available
on the Company's website (www.yofc.com). Shareholders may lodge written proposal
at the registered office of the Company, No. 9 Guanggu Avenue, East Lake High-tech
Development Zone, Wuhan, Hubei Province, the PRC, for the attention of the Company
Secretary, provided that the minimum length of period, during which such written notice is
given, shall be at least seven days and that the lodgement of such notice shall commence
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.
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In order to ensure that other shareholders would have sufficient time to receive and
consider the information of the nominated candidate(s), shareholders are urged to submit
their nominations as early as practicable in advance of the relevant general meeting and,
in any case, not less than |2 business days (as defined in the Hong Kong Listing Rules,
i.e. day(s) on which the Hong Kong Stock Exchange is open for business of dealing in
securities) before the date scheduled for holding the relevant general meeting, so that the
Company can complete the verification procedure with the Company's share registrar,
and procure the publication of an announcement and/or the dispatch of a supplementary
circular to shareholders in compliance with the applicable requirements under the Hong
Kong Listing Rules. In the event that any such nomination is received by the Company
later than the |2th business day before the date of holding the relevant general meeting,
the Company will need to consider whether to adjourn the relevant meeting so as to give
shareholders a notice of at least 10 business days of the proposal in accordance with the

Hong Kong Listing Rules.

ENQUIRIES TO THE BOARD

According to the Articles of Association of the Company, shareholders of the Company
shall have access to the Articles of Association, the personal particulars of the Company's
Directors, Supervisors and senior management, minutes of general meetings, and financial

statements.

Request for information, materials or enquiries to the Board shall be forwarded to
the Company's board secretary or sent to the mail box if@yofc.com. A shareholder is
required to provide written proof of his/her holding of shares in the Company (including

the class and number of Shares) for verification when submitting the enquiry.

PROPOSAL AT THE GENERAL MEETING OF THE SHAREHOLDERS

Shareholder(s) holding an aggregate of 3% or more of the Company's shares with voting
rights are entitled to propose ad hoc motions in writing to the Company and the ad hoc
motions by the shareholders should be proposed 10 days prior to the holding of the

general meeting and be submitted or delivered in writing to the Board.

Shareholders attending the general meeting are entitled to speak. Shareholders who

require to speak shall make registration before voting.
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AMENDENT OF CONSTITUTIONAL DOCUMENTS

As a result of, among others, the transfer of Shares among certain holders of the
Domestic Shares, and the Company's intention to create a senior management member
position, the Board made certain amendments to the Articles of Association on 24 March
2017. These amendments were approved at the 2016 general meeting held on 22 May
2017. Details of the proposed amendments to the Articles of Association are set out in
the circular of the Company dated 6 April 2017. The latest Articles of Association are
available on the website of the Company (www.yofc.com) and that of the Hong Kong

Stock Exchange.

COMMUNICATION WITH INVESTORS AND INVESTOR RELATIONSHIP

Through non-deal roadshow presentations around the globe, its investor relations mailbox
and frequent update of information on the Company's website and other communication
channels, the Company maintains close relationship with investors worldwide in a timely
and efficient manner. Moreover, through corporate visits and various other channels,
the Company maintains proactive and frank exchanges with investors and analysts. The
Company has attached great importance to listening and accepting reasonable suggestions
and opinions from shareholders and investors. It strives to continuously enhance its
operating results, present a true picture of the Company's financial and operational status
to shareholders and investors, actively facilitate the internal communications in respect
of the feedback from the capital market, and continuously perfect and enrich the system
aiming to canvass information in relation to investor relations. The management over

investor relations involves an all-faceted interactive communication process.
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Corporate Governance Report

The Company considers that effective communication with shareholders is essential for
enhancing investor relations and understanding of the Group's business, performance
and strategies. The Company also recognises the importance of timely and non-selective
disclosure of information, which will enable shareholders and investors to make the
informed investment decisions. In 2018, the Company will further step up communications
and exchanges with investors, in a bid to increase their understanding of the Company,
whilst canvassing the support and attention from investors, so that they may provide
more valuable opinions. The Company will also put great efforts on its investor relations

management to bolster the Company's position in domestic and overseas capital markets.

The annual general meeting of the Company provides an opportunity for shareholders
to communicate directly with the Directors. The Chairman of the Board, the president of
the Company, the chairman of each of the Board Committees and the external auditor
of the Company, KPMG, will attend the annual general meeting to answer shareholders'

questions.

To promote effective communication, the Company adopted a shareholders’
communication policy which aims at establishing a two-way relationship and
communication between the Company and its shareholders and maintains a website at
www.yofc.com, where up-to-date information on the Company's business operations and
developments, financial information, corporate governance practices and other information
are available for public access. The Company also maintained frequent contacts with
shareholders and investors through various channels such as meetings, conference calls,
roadshows and emails. For example, the Company has set up an investor relationship mail
box in@yofc.com to collect constructive feedbacks and advice through emails and answer
enquiries from shareholders and investors. In addition, the Company has arranged on-site

visits to the Group's projects and non-deal roadshows for investors and research analysts.
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Corporate Governance Report
¥ ﬁbisA#Eﬂ:

INFORMATION DISCLOSURES

The Company strictly complies with the legal disclosure requirement to allow local and
overseas investors to have prompt and full access to information of the operation and
development of the Company by organising various investor relationship activities. In the
future, the Company will maintain regular communication with local and overseas investors
through telephone, mail and personal interview. The Company will also voluntarily and
promptly disclose information of the Company on the websites of the Hong Kong Stock
Exchange and the Company in accordance with the requirement of the Hong Kong Listing
Rules. The Company will maintain its good corporate governance reputation by enhancing

the transparency of the Company.

The Company has an investor relationship department to strengthen and regulate the
communication between the Company and its investors and potential investors as well as

improve the understanding of the Company by the investors.

Corporate governance is a permanent strategic system of the Company. The Company
will further improve its risk management and internal control in accordance with the
regulatory requirements of the jurisdiction in which its shares are listed and the chances
in the capital market as well as the expectation of investors. The Company will continue
to review and improve its corporate governance and enhance the transparency of
information disclosure to ensure the stable and healthy development of the Company and

the increase in shareholders' value.

2017 ANNUAL GENERAL MEETING

Al shareholders are encouraged to attend the forthcoming annual general meeting and
exercise their rights to vote. Further details of business to be transacted at the annual
general meeting are set out in the Company's circular which has been despatched to the
Shareholders on 6 April 2018 and 20 April 2018 and posted on the websites of the Hong
Kong Stock Exchange and the Company.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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Report of the Board of Supervisors

Dear Shareholders,

During the reporting period, all members of the Board of Supervisors conscientiously
performed their supervisory duties and earnestly safeguarded the interests of the
shareholders and the Company in accordance with the requirements of the relevant laws

and regulations such as the PRC Company Law and the Articles of Association of the

ETERE

B SRR

ABERN EFTE2BREBRB(TEA
REAMBERADVZIMAAEREEEMRTE -
BEBT REBRTEERS  VEAER
RERMEENE -

Company.

During the reporting period, the information of the Board of Supervisors Meetings is as AREHAN - EEZe2RdHRBERNT

below:

Meeting Date Resolution Remark

ERER =L - VS B

I'st meeting of 2nd Term Board of Supervisors 24 January 2017 Resolutions on Ist meeting of 2nd Term No
Board of Supervisors

F_EEFEEREH —tF—-A=1+0mA FREFEFE-REFIRE e

2nd meeting of 2nd Term Board of Supervisors 24 March 2017 Resolutions on 2nd meeting of 2nd Term No
Board of Supervisors

F_EEEEE_REH —tF=A=+WmA TEEFEEERERRE B

3rd meeting of 2nd Term Board of Supervisors 17 August 2017 Resolutions on 3rd meeting of 2nd Term No
Board of Supervisors

F_EEFEEE-REH —tFNAAt+LH FREFEFE-REIRE el

During the reporting period, the other issues that the Board of Supervisors has noticed AKFEHAN BB INEmSER

are as below: T

The Board of Supervisors is of the opinion that, all members of the Board of Directors
and senior management of the Company have complied with the laws and regulations,
and performed their duties in accordance with the Articles of Association of the Company
in 2017. In addition, they have also safeguarded the interests of the shareholders, earnestly
carried out various resolutions of the general meetings and the board meetings, and
operated strictly in accordance with the regulatory requirements for a listed company.
The Board of Supervisors was not aware of any violation of relevant national laws and
regulations and the Articles of Association, or any acts which would violate the interests of

the Company.
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Report of the Board of Supervisors
ESgRs

The Board of Supervisors carefully reviewed the financial statements of the Company for
2017 which were audited by external auditors who have issued an unqualified opinion,
and is intended to be submitted by the Board of Directors to the general meeting, and
other relevant information. The Board of Supervisors is of the opinion that the financial
statements give an objective and true view of the Company's financial position and

operating results.

In 2018, to safeguard the interests of the shareholders and the interests of the Company
and emphasise the fulfillment of the promises made to the shareholders, the Board of
Supervisors will continue to perform its supervisory duties diligently over the major
decisions and key operating activities in accordance with the PRC Company Law and the

Articles of Association of the Company.

By order of the Board of Supervisors
Wang Ruichun

Chairman of the Board of Supervisors

Wuhan, PRC
22 March 2018
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KPMG Huazhen Shen Zi No. 1802580.

The Shareholders of Yangtze Optical Fibre and Cable Joint Stock Limited Company:

OPINION

We have audited the accompanying financial statements of Yangtze Optical Fibre and
Cable Joint Stock Limited Company (“YOFC"), which comprise the consolidated and
company balance sheets as at 3|1 December 2017, the consolidated and company income
statements, the consolidated and company cash flow statements, the consolidated and
company statements of changes in shareholders’ equity for the year then ended, and notes

to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects,
the consolidated and company financial position of YOFC as at 31 December 2017, and
the consolidated and company financial performance and cash flows of YOFC for the year
then ended in accordance with Accounting Standards for Business Enterprises issued by

the Ministry of Finance of the People’s Republic of China.

BASIS FOR OPINION

We conducted our audit in accordance with China Standards on Auditing for Certified
Public Accountants (“CSAs"). Our responsibilities under those standards are further
described in the Auditor's Responsibilities for the Audit of the Financial Statements section
of our report. We are independent of YOFC in accordance with the China Code of Ethics
for Certified Public 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.

Auditor’s Report
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Auditor’s Report
FirlRE

KEY AUDIT MATTERS BEEETEE

Key audit matters are those matters that, in our professional judgement, were of most MRETEELRPEERELE - 245
significance in our audit of the financial statements of the current period. These matters W/ FENBRRBIRAEENEE - &
were addressed in the context of our audit of the financial statements as a whole, and in b SETE R FE S A S B IS i R R B 1T B 5T
forming our opinion thereon, and we do not provide a separate opinion on these matters. FEEAERAES BT HELLERE

BERRER -
Valuation of trade receivables
FE R B R AR 2 4
Refer to Note 9 & 10 of the accounting policy to the financial statements and Note 4 to the consolidated financial statements.
F2HMBRENE= - RRABRGHBR - St 9IS BRI L - A HUBRRBE TR 4.
The Key Audit Matter How the matter was addressed in our audit
BRETER EE P NAEHZEE

At 31 December 2017, the balance of trade receivables of YOFC and ~ Our audit procedures to assess the valuation of trade receivables
its subsidiaries (“YOFC Group™) amounted to RMBI,888 million, against  included the following:
which provisions for doubtful debts of RMB53 million were recorded. The

balance of trade receivables of YOFC Group mainly comprised amounts ) obtaining an understanding of and assessing the design,

. o . implementation and operating effectiveness of management's
due from the major state-owned telecommunications companies and

. . . key internal controls relating to credit control, debt collection
independent third parties.

and making provisions for doubtful debts;
The recoverability of YOFC Group's trade receivables is very dependent
. iy o . assessing the categorisation of items in the trade receivables
on the financial condition of the telecommunications industry customers.
ageing report by comparing the total amount in the ageing
report with the general ledger and by comparing, on a sample
basis, individual items in the ageing report with the underlying

sales invoices;

20|7¢|2H3|E|vﬁ%“ﬁﬁ&ﬁ%“ﬂ(u?ﬁwﬁﬁﬁJ) BRI TR REREAN B REFPaENTER
MEWKBERSBEAARE 1888EE T CillRNERER
ERECTAARESSBEL  FERERKFRER E%@*—Fﬁ
RBULE=FFHHE °

. Tﬁﬁflpﬂm*ﬁF/\mﬁTﬂZgﬁf & W AR SR M Bl
EAREBET IR BRI B TS S N ER AR By SR 5T AN
@ﬁﬁ@(’l‘_ﬁ;:

REBRIETHAIREE EZERREETER PO M

/R o HBEKRERERIMTBEFNETHRERARSHEE
T4 - BEE ZIK BRI AT REP S EREA H
HERBEETRYE  TERKERRR D TRE T
RREMESRENRE

1 24 Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017




Valuation of trade receivables

FEMRFIZ AR &

Auditor’s Report
FirRE

Refer to Note 9 & 10 of the accounting policy to the financial statements and Note 4 to the consolidated financial statements.

F2HMBREANE= - RRABREHER - S OIS BRE L - aHUBHRRBE TR 4.

The Key Audit Matter
HBREETER

How the matter was addressed in our audit

EEFPONAEHZEE

Management's assessment of the need for provisions for trade receivables
includes a specific element based on individual debtors and a collective
element based on groups of debtors with similar credit risk characteristics.
Provisions are determined based on management's estimate of the
expected credit losses to be incurred, which is estimated by taking into
account a number of factors including the ageing of the balances, the
credit-worthiness of the customers, historical write-off experience and
relevant current factors relating to the collectively assessed debtors. All of

these factors involve a significant degree of management judgement.

We identified the valuation of trade receivables as a key audit matter
because of the significance of the balance of trade receivables to the
consolidated financial statements and because of the inherent uncertainty
in management's exercise of judgement in determining the level of

provisions for doubtful debts.

EEREERERNGAMAE T AHRUBRTRREFBETHE - &
RERLAFGE - EEEHEEHERUERD HIETRER
ERAEALTANGE - EEEREARBLUEBERE N E KR
FEAERAER - WRERRE A& B LA AT B BUR SRR
BERAERE - ERFARIZERERE  EEEZRTZRAR &
REMERRNORE - EPAERMNR - B2 MRS IEERE
8% - N EEURFPRERNEEEHE -

ARPBERRTREESNSEEA @ L HEEEEFERRER
AT HIET A E A MR - B RR TR REREA A
BB FE -

obtaining an understanding of the basis of management's
judgements about the recoverability of individual material
trade receivables balances and evaluating these judgements
with reference to the debtors’ financial condition, the ageing

of overdue balances and the historical settlement experience;

assessing the assumptions and estimates made by the
management for the provisions for doubtful debts
calculated based on a collective assessment by performing
a retrospective review of the historical accuracy of these
estimates and recalculating YOFC Group's provision with

reference to YOFC Group's policy for collective assessment;

comparing material cash receipts from customers subsequent
to the financial year end relating to trade receivables as at 31
December 2017 with bank slips and other relevant underlying

documentation;
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Valuation of trade receivables

YRR R RER

Refer to Note 9 & 10 of the accounting policy to the financial statements and Note 4 to the consolidated financial statements.

F2MMBHRERMEN = RARIBBGFEK - @FHERTIOM 0TS

ATHERRI A A BRKRERTE4 -

The Key Audit Matter How the matter was addressed in our audit
BREETER HE M EEZER
J assessing the disclosures in the consolidated financial

statements in respect of assessing impairment of trade

receivables and credit risk management with reference to the

requirements of the prevailing accounting standards.

OTHER INFORMATION

YOFC's management is responsible for the other information. The other information
comprises all the information included in 2017 annual report of YOFC, other than
the financial statements and our auditor’s report thereon. We obtained the section
“Management Discussion and Analysis” of the 2017 Annual Report of the Company prior
to the date of this auditor's report and expect the remaining other information to be

made available to us after that date.

o TENBKRRNEEERESSHELESHENNE
HifER
ERAREEEHEMEEAT - HHZ 8
BREERABWITIFFERETHENE
B BTBEVBREMNEMHORTRE -
BPRBAREBAIEBS0I7TFEREN
[EEE M S FSpEmER
BB HBES -

Our opinion on the 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 financial statements, our responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the 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.
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RESPONSIBILITIES OF MANAGEMENT AND THOSE CHARGED WITH
GOVERNANCE FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of the financial
statements in accordance with the Accounting Standards for Business Enterprises, and for
the design, implementation and maintenance of such intemal control necessary to enable
that the financial statements are free from matenial misstatement, whether due to fraud or

error.

In preparing the financial statements, management is responsible for assessing YOFC'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 management either
intends to liquidate YOFC or to cease operations, or has no realistic alternative but to do

SO.

Those charged with governance are responsible for overseeing YOFC's financial reporting

process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether the 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. Reasonable assurance is a high level
of assurance, but is not a guarantee that an audit conducted in accordance with CSAs
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 financial statements.

Auditor’s Report
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As part of an audit in accordance with CSAs, we exercise professional judgement and

maintain professional scepticism throughout the audit. We also:

. |dentify and assess the risks of material misstatement of the 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.

0 Obtain an understanding of intemal 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 YOFC's internal control.

. Evaluate the appropriateness of accounting policies used and the reasonableness of

accounting estimates and related disclosures made by management.

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

cause YOFC to cease to continue as a going concer.
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0 Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the

underlying transactions and events in a manner that achieves fair presentation.

J Obtain sufficient appropriate audit evidence regarding the financial information of
the entities or business activities within YOFC to express an opinion on the financial
statements. We are responsible for the direction, supervision and performance of

the group audit. We remain solely responsible for our audit opinion.

We communicate with those charged with governance 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 those charged with governance with a statement that we have complied
with relevant ethical requirements regarding independence, and communicate with
them all relationships and other matters that may reasonably be thought to bear on our

independence and, where applicable, related safeguards.

Auditor’s Report
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From the matters communicated with those charged with governance, we determine
those matters that were of most significance in the audit of the 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.

KPMG Huazhen LLP Certified Public Accountants
Registered in the People’s
Republic of China

Wang Ting (Engagement Partner)

Beijing, China Zhang Jingjing
12 March 2018
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Consolidated Balance Sheet

EHEERER

(Expressed in Renminbi “RMB")
(RFEN - AR¥T)

31 December 3| December
2017 2016
Note 20175 20165
B EE 12A318 128318
ASSETS 8E
Current assets: REBEE .
Cash and cash equivalents A Vol f | 1,799,513,559 1,627,575,026
Financial assets at fair value through UAnEBEFEAEEZEHFTA
profit or loss EHERNEREE V2A 2 4,599,225 5,603,139
Avallable-for-sale financial assets AftHEeREE VIOA 10 37,513,923 38,197,931
Bills receivable EIRER V3R 3 588,546,632 176,070,852
Trade receivables U AR K VAT -4 1,834,657,244 1,881,955,496
Prepayments for raw materials AR FIE VSR 5 74,833,629 49,067,606
Dividends receivable & LKA ) VeE 6 13,373,336 29,010,123
Other receivables Hoth fE R VIE -7 98,349,552 110,589,342
Inventories FE V8 8 730,468,166 644,377,555
Other current assets Hime & E VOFR 9 47,040,053 59,348,372
Total current assets REBEEAT 5,228,895,319 4621,795442
Non-current assets: #ﬁ@ﬁg .
Available-for-sale financial assets AtHESREE V.IOFE 10 101,234,501 119,406,637
Long-term receivables R ERE R Vol fo 1 20,000,000 33,422,826
Long-term equity investments RORERE V2R 12 1,241,866,472 1,052,595,439
Fixed assets B &E VI3E 13 1,921,458,636 1,321,032,102
Construction in progress IR VI4H 14 164,473,273 466,280,757
Intangible assets B EE VIS HE - 15 328,050,231 443,165,999
Long-term deferred expenses ROAFHER 2,081,726 679,554
Deferred tax assets BIEFREHREE VI6eE 16 55,242,983 57964454
Other non-current assets HMIEREEE V.I7H 17 104,460,862 50,000,817
Total non-current assets *RBEEST 3,938,868,684 3,544,548,585
Total assets EEMAG 9,167,764,003 8,166,344,027

HEHRNE IS3EEF42 BN BREM T
BB ERR AR IR ©

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.

RAEKLAERROERAT / F3R2017 131




Consolidated Balance Sheet

EHEERER

(Expressed in Renminbi “RMB")
(SBEN - ARBT)

3| December 3| December
2017 2016
Note 20175 20164
B &k 128318 128318
LIABILITIES AND BENRRESR
SHAREHOLDERS' EQUITY
Current liabilities: REAE :
Current bank loans ySENEEeN V.I8H : 18 495,013,000 644,712,505
Bills payable ERNER VIO~ 19 293,832,710 85,282,636
Trade payables FERT BRI V20 F + 20 1,051,927,402 795,198,250
Receipt in advance FEWKRIE V2l A 2 241,566,904 156,902,903
Employee benefits payable & 1< B8 T 7 VR E-2 304,003,980 229,255,582
Taxes payable ERXHE V23R 23 188,455,821 124,367,512
Interest payable FERTFS V24 B~ 24 8,189,813 7,843,788
Other payables H A & 35K V25 F 25 350,815,468 339,861,709
Non-current liabilities due within one year ~ —FREIHHIEREEE V26 R~ 26 13,818,333 252,338,731
Total current liabilities wEEES 2,947,623,431 2635763616
Non-current liabilities: FRBESE
Non-current bank loans REMEK V27 H 27 481,290,000 869,578,800
Deferred income EIEW V28 f 28 83,223,111 88,043,444
Other non-current liabilites HinIEmEaE V29 H ~ 29 169,799,283 149,410,083
Total non-current liabilities FRBEESE 734,312,394 1,107,032,327
Total liabilites B8EET 3,681,935,825 3,742,795,943

TENE IS3EEF402 M KRR
BARPEREOMEKIBS

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.
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Consolidated Balance Sheet

EHEERER

(Expressed in Renminbi “RMB")
(RFEN - AR¥T)

31 December 31 December
2017 2016
Note 20175 20165
P A 128318 124318
LIABILITIES AND BEARRERS(Z)
SHAREHOLDERS' EQUITY (Contd)
Shareholders’ equity: MRS
Share capital BRAR V.30 £ 30 682,114,598 682,114,598
Capital reserve BARE V.3l &3l 1,551,725,933 [,551,725,933
Other comprehensive income Hihsra tas V32 H 32 66,464,721 88,442,644
Surplus reserve o YN V334h 33 402,047,041 269,944,893
Retained eamings AOEME V.34 - 34 2,535,966,730 [,573,654,930
Total equity attributable to equity FEREAH
shareholders of the Company BRERERE 5,238,319,023 4,165,882,998
Non-controlling interests DERRER 247,509,155 257,665,086
Total equity RERES S 5,485,828,178 4,423,548,084
Total liabilities and shareholders’ equity =~ B EMRRES A5 9,167,764,003 8,166,344,027
The financial statements were approved by the Board of Directors on 12 March 2018. WG HRRDR20I18EIF N HEEE2H
i
Legal representative The person in charge The head of the
of the Company: of accounting affairs: accounting department: (Seal of the Company)
EERERA TESFIENAREEA : SFHEREEA (RAIEE)
Ma Jie Zhuang Dan Liang Guanning
(Signature and Seal) (Signature and Seal) (Signature and Seal)
(BRMEE) (BRMEE) (BRMEE)

Notes to financial statements set out on pages |53 to 422 form part of these financial HEREISEEFINENHBHRRMF
statements. RAMBERROEKLES -
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Balance Sheet
BAREEEER

(Expressed in Renminbi “RMB")
(SBEN - ARBT)

31 December 31 December
2017 2016
Note 2017 20165
B EE 12A318 12A318
ASSETS 8E
Current assets: RBEE .
Cash and cash equivalents A 1,430,201,714 [,313,385,602
Financial assets at fair value LAREBEFA=BHEESH:TA
through profit or loss EHEGNEREE 4,599,225 5,603,139
Bills receivable MR 582,931,872 145,856,978
Trade receivables FEU AR X XVl +H | 1,800,051,280 811,028,887
Prepayments for raw materials FAR IR 60,504,029 41,268512
Dividends receivable JE WA A 13,373,336 29,010,123
Other receivables L & LR XV2+H 2 257,473,789 321,024,037
Inventories "E 524,109,364 559,387,009
Other current assets Ht &= — 1,098,549
Total current assets RBEEA 4,673,244,609 4,227,662,836
Non-current assets: #ﬁﬁﬁg :
Available-for-sale financial assets HHESHEE 101,024,501 119,196,637
Long-term receivables REE SR 359,000,000 239,400,000
Long-term equity investments RERERE XV3+H 3 2,060,065,163 1,898,131,518
Fixed assets BEEE 992,648,685 969,551,392
Construction in progress IR 31,448,673 42,357,108
Intangible assets BEE 109,140,798 111693934
Deferred tax assets BREFEHEE 28,151,433 28,303,229
Other non-current assets HA3EREN & E 40,552,786 11,612,136
Total non-current assets ERBEESF 3,722,032,039 3420,245,954
Total assets BEA 8,395,276,648 7,647,908,790

Notes to financial statements set out on pages 153 to 422 form part of these financial HEREISEEFANENHBHRRNF
statements. RAMBERROELE S -
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Balance Sheet
BARBEEEER

(Expressed in Renminbi “RMB")
(RFEN - AR¥T)

3| December 3| December
2017 2016
Note 20175 20164
LiF 128318 128318
LIABILITIES AND SHAREHOLDERS’ BENRRESR
EQUITY
Current liabilities: REAE :
Current bank loans K ERtE X 478,013,000 589,879,005
Bills payable ERNER 308,832,446 85,282,636
Trade payables JERTBRR 1,286,860,076 813,735,169
Receipt in advance FEWKRIE 134,778,345 186,579,117
Employee benefits payable JFE 11 58 T 5 B 272,680,696 215995475
Taxes payable ERXHE 173,338,541 99,281,965
Interest payable FERTFIS 8,163,676 7,744,303
Other payables A & 35K 215,621,041 199,774,789
Non-current liabilities due within one year ~ —FREIHHIFEREEE 10,923,800 249,489,398
Total current liabilities REEES 2,889,211,621 2447761857
Non-current liabilities: FRBESE
Non-current bank loans REAER 462,590,000 869,578,800
Deferred income R 36,700,407 23,686,667
Other non-current liabilites HitnIEmEEE 93,199,283 131,050,083
Total non-current liabilities FRBEESE 592,489,690 1,024,315,550
Total liabilites B8EEs 3,481,701,311 3,472,077,407

Notes to financial statements set out on pages 153 to 422 form part of these financial HERE I53EE5E422 BRI B 3RKR M 5E
statements. RAFBREROAKED
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Balance Sheet

BAREERER

(Expressed in Renminbi “RMB")

(BREN : AR¥TT)

3| December 3| December
2017 2016
Note 2017 20165
Lo 12831 H 12A31 8
LIABILITIES AND SHAREHOLDERS’ BENRRER(E)
EQUITY (Cont'd)
Shareholders' equity: PR R
Share capital PR 682,114,598 682,114,598
Capital reserve BARDNE 1,550,098,130 1,550,098,130
Other comprehensive income Hipire e 60,685,225 76,131,540
Surplus reserve Vo YN 402,047,041 269,944,893
Retained eamings RO EME 2,218,630,343 1,597,542,222
Total equity IRRER A 4,913,575,337 4,175,831,383
Total liabilities and shareholders’ equity ~ BEMRREZ A5 8,395,276,648 7,647,908,790

The financial statements were approved by the Board of Directors on |2 March 2018.

ic3
Legal representative The person in charge The head of the
of the Company: of accounting affairs: accounting department:
BERRA TEEFIAENRRAEA : SFHEREA:
Ma Jie Zhuang Dan Liang Guanning
(Signature and Seal) (Signature and Seal) (Signature and Seal)
(REMEE) (REMEE) (REMEE)
Notes to financial statements set out on pages 153 to 422 form part of these financial I
statements.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

o

(Seal of the Company)
(RAIEE)
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Consolidated Income Statement
SO RER

(Expressed in Renminbi “RMB")
(RFEN - AR¥T)

Note 2017 2016
B et 2017 % 20164
I. Revenue — EXREA V35 F 35 10,366,083,659 8,111,495,124
II. Less: Cost of sales =R EERAE V35 A 35 7,576,882,915 6428917515
Taxes and surcharges i K BT n V.36 T~ 36 63,717,191 37,590,996
Selling expenses HEER V37 H 37 304,884,581 199,431,553
Administrative expenses EEEMA V.38 i~ 38 968,067,388 662,230,345
Financial expenses B%ER V39 A 39 78,156,390 112,211,093
Impairment losses BERBERXEX V.40 1~ 40 117,329,577 13,274,078
Add: Gains/(losses) from changes m: AnBEEEERE/
in fair value (8%) V4l A 4l 240,422 (99,303)
Investment income REW = VAR 42 161,089,680 113,415,382
Including: Income from investment Hep : S BREM
in associates and BEDER
joint ventures % & W 159,121,150 105,040,139
Losses from asset disposals BERERX V43 h ~ 43 (2,729,458) (2,080,737)
Other income H A s V44 A - 44 31,055,191 —
IIl. Operating profit = EXAE 1,446,701,452 769,074,886
Add: Non-operating income M EEINRA VA5 F 45 1,703,021 26,440,810
Less: Non-operating expenses B EINT V45 h 45 1,530,284 2,222,865
IV. Profit before taxation - R EARE 1,446,874,189 793,292,831
Less: Income tax B SR ER V46 - 46 212,295,105 99,592,660
V. Profit for the year I ERE 1,234,579,084 693,700,171
Profit for the year attributable to equity NS NG E L 0beF b
shareholders of the Company 1,268,353,170 717,093,240
Non-controlling interests PR R B (33,774,086) (23,393,069)

HEHRNE IS3EEF42 BN BREM T
BB ERR AR IR ©

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.
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Consolidated Income Statement

SO AR

(Expressed in Renminbi “RMB")
(BREN : AR¥TT)

Note 2017 2016
P o 017F 2016%F
VI. Other comprehensive income, net of tax A HttRERENB%
(Other comprehensive income that may be BE-UERESEE
reclassified subsequently to profit or loss) BRNHEAREKE
Other comprehensive income (net of tax) BESRRRRNAM
attributable to the shareholders of Fa WA -
the Company
|. Gains or losses arising from changes in fair | A ESREERR
value of available-for-sale financial assets BEZFER (15,010,600) 7,483,924
2. Exchange differences on translation of LN RETEZER
financial statement of overseas subsidiaries (6,967,323) 10411440
Other comprehensive income (net of tax) BERNVERROEMES
attrbutable to non-controlling interests WERE B & HEE -
|. Gains or losses arising from changes in fair | At ESREERR
value of available-for-sale financial assets BEZFHER (197,587) 43921
2. Exchcange differences on translation of LN RETEZR
financial statements of overseas subsidiaries (2,823,794) 4,013,141
VII. Total comprehensive income for the year  + * &RE A5 1,209,579,780 715,652,597
Total comprehensive income attributable Eé% RERARRH
to equity shareholders of the Company Hﬁl fgotc! ,246,375,247 734,988,604
Total comprehensive income attributable to % ROBIRER A
non-controlling interests ma ”51 tmAaHR (36,795,467) (19,336,007)
VIII. Earnings per share: N R
(1)Basic eamings per share (=) EXgRYE VAT F - 47 1.86 1.05
(2)Diluted eamings per share (Z)mEgRYES VAT E 47 1.86 1.05

The financial statements were approved by the Board of Directors on |2 March 2018.

Legal representative

of the Company:

The person in charge

of accounting affairs:

/o

The head of the

accounting department:

BERRA TEEFIENARAEEA : SHREAEA
Ma Jie Zhuang Dan Liang Guanning
BN HF REE
(Signature and Seal) (Signature and Seal) (Signature and Seal)
(BRMEER) (BRMER) (BRMEER)

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.
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Income Statement
SENETRINEES

(Expressed in Renminbi “RMB")
(RFEN - AR¥T)

Note 2017 2016
B et 2017 % 20164
I. Revenue — EXREA XV4+HE 4 11316,121,982 8,256,718,693
Less: Cost of sales B R XV4A+H 4  9,131,872,358 6,608,115,859
Taxes and surcharges Bi& K n 55,524,185 35,722,360
Selling expenses HEER 246,397,446 170,725,516
Administrative expenses EEEMA 732,170,041 559,037,130
Financial expenses B &R 60,096,106 109,081,779
Impairment losses BERBERXEX 194,718,033 9927843
Add: Gains/(losses) from changes m: AnEEE
in fair value W,/ (1BK) 240,422 (99,303)
Investment income REW = XVS5 +H 5 159,611,732 110,195,252
Including: Income from investment in Hep - $EE XS E
associates and joint ventures P ERRE WS 159,121,150 101,892,791
Losses from asset disposals BEREEX (3,053,879) (3,256,751)
Other income Hip s 24,481,378 —
II. Operating profit = EERE 1,076,623,466 870,947,404
Add: Non-operating income o EZEINRA 88,072 22,065924
Less: Non-operating expenses B EEINT 103,268 |,637,838
Ill. Profit before taxation = MHEE 1,076,608,270 891,375,490
Less: Income tax W FrEHER 149,478,779 103,591,518
IV. Profit for the year 7 - R 927,129,491 787,783972
Profit for the year of continuing operations FELEFEMNE 927,129,491 787,783972
Profit for the year of R A

discontinued operations

Notes to financial statements set out on pages 153 to 422 form part of these financial
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statements.
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Income Statement
SENETRSINEES

(Expressed in Renminbi “RMB")
(SBEN - ARBT)

Note 2017 2016
i ot 2017 £ 20165
V. Other comprehensive income, net of tax T * Hfh4R& Wz 9B % F 88 —
(Other comprehensive income that may L#RESBERSN
be reclassified subsequently to HiptRE Wz
profit or loss)
Gains or losses arising from changes in fair AtHESREEAR
value of available-for-sale financial assets BEZHER (15,446,315) 7,379,396
V1. Total comprehensive income for the year 7 * #x & Wz 48 58 911,683,176 795,163,368
The financial statements were approved by the Board of Directors on |12 March 2018. I BHRAREN20I18F3 R 12BEEEEH
i
Legal representative The person in charge of The head of the
of the Company: accounting affairs: accounting department: (Seal of the Company)
EERERA TESFIENAFTEEA : SFHBEREEA: (RAIEE)
Ma Jie Zhuang Dan Liang Guanning
(Signature and Seal) (Signature and Seal) (Signature and Seal)
(BRMEE) (BRMEER) (BRMEER)

Notes to financial statements set out on pages 153 to 422 form part of these financial HEREISEEFANENHBHRRNMF

statements.
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Consolidated Statement of Cash Flow
EHEERER

(Expressed in Renminbi “RMB")

(BN : ARET)
Note 2017 2016
Pt 20174 20165
I. Cash flows from operating activities: - RETHELENRERE .
Proceeds from sale of goods and HERm - REHEH
rendering of services WEERE 8,538,517,363 6,104,586,817
Proceeds from other Yo B fth R AG 2R B VA49(1)
operating activities BFRANRE F o 49(1) 126,871,017 285,383,651
Sub-total of cash inflows RERPRERA/NG 8,665,388,380 6,389,970,468
Payment for goods and services BEEM BXS
SANEE A (5432,119,618)  (4,087,133919)
Payment to and for employees XAHaBTIA R
ABIZNNRE (815,870,476) (549,796,528)
Payment of various taxes XM EERE (417,547,554) (270,760,527)
Payment for other operating activities AT E A B AR R B VA49(2)
ERANE2 A 49Q2) (261,980,791) (175,060,659)
Sub-total of cash outflows BRI /NGt (6,927,518439)  (5082,751,633)
Net cash inflow from operating activities RETHELNREREFHR V.50(1)
F o 50(1) 1,737,869,941 1,307,218,835

Notes to financial statements set out on pages 153 to 422 form part of these financial HERE I53EE5E422 BRI B3R KR M 5E
statements. RABBIRHAKEH
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Consolidated Statement of Cash Flow

EHATRER

(Expressed in Renminbi “RMB")
(SBEN - ARBT)

Note 2017 2016
P & 2017 £ 20165
II. Cash flows from investing activities: Z REFHELENASRE
Proceeds from matured available-for-sale AL EEK T AR
debt securities YRR E 342,300,000 265,100,000
Proceeds from disposal of available-for- REAHEERGTA
sale equity securities WEHERE = 19,497,278
Proceeds from disposal of financial assets BENARBEFEERS
at fair value through profit or loss STAEHESNEREE
WzmBR & 1,244,336 —
Proceeds from matured bank deposits EHF RS SR EINER e 205,000,000 —
Investment returns received BFRERGZK MRS 79,266,562 55,681,325
Net cash inflow from acquisition of a subsidiary REFRARRINRE = =
Proceeds from disposal of property, RERBTEEREEREFHE
plant and equipment 1,381,888 7,254,048
Proceeds from repayment of o fm D SRR iE KU R IR &
loan by non-controlling interests 3,691,155 —
Proceeds from matured loans to WEEERAETER
a joint venture WEIWRE 40,000,000 —
Sub-total of cash inflows RERSREARA/NG 672,883,941 347,532,651

Payment for acquisition of

BRETEEMELEE

fixed assets and intangible assets AFHIR & (618,899,620) (852,552,354)
Payment for investment in a joint venture REGERARXNNERS (63,648,000) (244,075,860)
Payment for available-for-sale EEHHEEBTA

debt securities XRHRE (341,300,000) (298,100,000)

Payment for financial assets

at fair value through

BEAALBEIEARS
HAE BN S RERE

profit or loss AFHIR & — (3.841,771)
Loans to joint venture AEENARMERER (30,000,000) (50,000,000)
Payment for avaible-for-sale equity securities BEIF LM ARIRE — —

HIERNE IS3EZE 4202 B M B RK M T
BB ERR AR ER S ©

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.
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Consolidated Statement of Cash Flow

EHRERER

(Expressed in Renminbi “RMB")

(&BEM : ARETT)
2017 2016
2017 20164

Sub-total of cash outflows

?X/\/E@ﬁﬁﬂi//w J ‘|'

(1,053,847,620)  (1,448,569,.985)

Net cash outflow from investing actvities REEFBDEENERETF (380,963,679)  (1,101,037,334)
IIl. Cash flow from financing activities: = BETHELANRESRE
Proceeds from disposal of investments RHERE RS 26,639,536 93,251,289
Including: Proceeds for Hep : FRAIREDEBRR
non-controlling shareholders REWIHRE 26,639,536 93251,289
Proceeds from new bank loans BEFKEIFE S 1,164,360,000 3,498,707,730
Sub-total of cash inflows EREBHREMANG 1,190,999,536 3,591,959,019

Repayments of bank loans
Payment for dividends,

profit distributions or interest

EEEBXNNRE
DEBF - FEHENFE
XERE

(1,938,789,363)

(232,792,783)

(4274946917

(174,829,763)

Sub-total of cash outflows

SRR ML/t

(2,171,582,146)

(4,449,776,680)

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.
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Consolidated Statement of Cash Flow
EHEERER

(Expressed in Renminbi “RMB")
(BREN : AR¥TT)

Note 2017 2016
P aE 2017 £ 20165
Net cash outflow from financing activities EREPELNREREFR (980,582,610) (857.817,661)
IV. Effect of exchange rate changes on N EXSEHHRERRS
cash and cash equivalents ZEYNFE (4,385,119) 32,086,493
V. Net increase in cash and cash equivalents i * R& RS EEYF V.50(1)
(“()” for decreases) ®m/ (L) E A+ 50(1) 371,938,533 (619,549,667)
Add: Cash and cash equivalents m:FN5EE R
at the beginning of the year ReZBYHNE 427,575,026 2,047,124,693
VI. Cash and cash equivalents N FERRERREEENHRE V.50(3)
at the end of the year f ~50(3) 1,799,513,559 1,427,575,026

The financial statements were approved by the Board of Directors on |2 March 2018. W BBREDR20I18E3 0 NARESeH

i
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Legal representative
of the Company:
ERREA

Ma Jie

(Signature and Seal)
(BRMEER)

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.

The person in charge The head of the

of accounting affairs: accounting department:

TEEFIENARIARA : EHEAR
Zhuang Dan Liang Guanning
HFY R =
(Signature and Seal) (Signature and Seal)
(REMES) (BRNEER)

(Seal of the Company)
(RAIEE)

RAFERR AR
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Statement of Cash Flow
BARBRERER

(Expressed in Renminbi “RMB")

(BN : ARET)
Note 2017 2016
Pyt 20175 20165
I. Cash flows from operating activities: - REFHELNRASRE
Proceeds from sale of goods and HEMm - RHEE
rendering of services hgalfznpike 8,804,277,441 6,044,420,895
Proceeds for other operating activities o B At B AR 2 R B
e) B 90,985,173 166,530,381
Sub-total of cash inflows RERPRERA/NG 8,895,262,614 6210951276
Payment for goods and services BEEm BXS
SANEEA (6,174,500,448)  (4,199,371,153)
Payment to and for employees AR T IA R A
BISZHRE (658,684,635) (468,167,998)
Payment of various taxes XN EERE (336,651,784) (240,114,121
Payment for other operating activities AT E A B AR R B
BFRANRE (237,086,138) (129,896,021)
Sub-total of cash outflows REEERE M/t (7,406,923,005)  (5037,549,293)
Net cash flows from operating activities RETBHEENRNE TR 1,488,339,609 [,173,401,983

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.

RAFIERR AR
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Statement of Cash Flow
BARBRERER

(Expressed in Renminbi “RMB")
(SBEN - ARBT)

Note 2017 2016
Py aE 2017 20165
II. Cash flows from investing activities: Z REFHELENASRE
Proceeds from disposal of financial assets BEARABEFEEHE
at fair value throught profit or loss FAEBBRENEREE
Wz R E 1,244,336 —
Proceeds from disposal of REAHHEERTA
available-for-sale equity securities WEHERE = 19,497,278
Proceeds from matured bank deposits TEHERIIBENE S 205,000,000 =
Investment returns received BEREREKINE S 170,724,785 59,913,994
Proceeds from disposal of fixed assets, REBTEE  BILEEM
intangible assets, and other long-term assets Hih R EAEE R T
BE 914,677 358,640
Net cash inflow from acquisition of a subsidiary WEFRREZFTER
WezmRE 123,000,000 57,000,000
Proceeds from matured loans to a joint venture ~ WEIA&E A B ZFTER
WEmHR & 40,000,000 —
Sub-total of cash inflows RBERSRERANG 540,883,798 136,769,912
Payment for acquisition of fixed assets BRETEENELEE
and intangible assets XHHRE (182,729,915) (230.271,371)
Payment for investment in subsidiaries BREFRAZMAHRE (152,276,512) (401 ,687,899)
Payment for investment in joint ventures REGERRZNNERSE (63,648,000) (244,075,860)
Payment for financial assets at BEUARRBEAEEHEES
fair value through profit or loss ABHBERNEREE
SANEE A — (3.841,771)
Loans to subsidiaries AFRARRMELER (286,600,000) (350,000,000)
Loans to a joint venture AEENARMETLER (30,000,000) (50,000,000)

Notes to financial statements set out on pages 153 to 422 form part of these financial HEREIS3EEFANENHBHREMF
statements. RAFBHRROAKED
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Statement of Cash Flow
BARBRERER

(Expressed in Renminbi “RMB")

(2FEEf - AR%TT)
Note 2017 2016
{iFs3 2017 F 20165
Sub-total of cash outflows

REEHHRSML/ET (715,254,427)  (1,279,876,901)

Net cash outflow from investing activities REFBDEENRENEFHE

DYI}

(174,370,629) (1,143,106,989)
IIl. Cash flow from financing acitiities:

-EERHELANRLSRE
Procceds from new bank loans NEEFWEIRIR e 1,144,360,000 2,678,391,032

Sub-total of cash inflows E5FEHRETANG 1,144,360,000 2,678,391,032

Repayments on bank loans EREBXNNES
D BB ENFE
XNERE

(1,900,401,563) (3,237,422,176)
Payment for dividends, profit distributions

or interest

(232,323,118) (171,468,135)

Sub-total of cash outflows SR FHRLMA /G (2,132,724,681)  (3/408,890,311)

Notes to financial statements set out on pages 153 to 422 form part of these financial

i THERFIBEEFANENIBHRRM
statements. ARET TSR VAR S D
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Statement of Cash Flow

= ==
FRARRERER
(Expressed in Renminbi “RMB")
(BREN : AR¥TT)

Note 2017 2016
Py aE 2017 20165
Net cash outflow from financing activities EREHELNREREFR (988,364,681) (730,499,279)
V. Effect of rate changes on M- EXSEHHRERRAE
cash and cash equivalents ZEYNFE (3,788,187) 25,781,634
V. Net increase in cash and cash equivalents # - RE&RBEESEEY
(()” for decreases) B, (Rd) 8 321,816,112 (674422,651)
Add: Cash and cash equivalents m:F95EE R
at the beginning of the year ReZBYHNE 1,108,385,602 1,782,808,253
VI. Cash and cash equivalents N FERRERREEENHRE
at the end of the year 1,430,201,714 [,108,385,602

The financial statements were approved by the Board of Directors on 12 March

B RRER20I18F3IA HEE=SH
2018. JE o

Legal representative The person in charge The head of the

of the Company: of accounting affairs: accounting department: (Seal of the Company)

EERERA TEEFIAENDRIARA : BFHEARA (RAIER)
Ma Jie Zhuang Dan Liang Guanning

SR A4 R =

(Signature and Seal) (Signature and Seal) (Signature and Seal)

(RBEMEE) (REMES) (BRNER)

HIERNE IS3EZE 4202 B M B RK M T
RAFERR AR

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.
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Consolidated Statement of Changes in Shareholders’ Equity
EHERZBR

For the year ended 3| December 2017
HE-T—tF+-A=1—BLEE
(Expressed in Renminbi “RMB")
(@581 : AR¥TT)

Attributable to equity shareholders of the Company

BRENEAARRER
Other Non-
comprehensive controlling Total
income Surplus Retained interests equity
Note Share capital ~ Capital reserve Hitr reserve earnings Sub-total DY BE
ik B& I FaWE BRAR  ROEAE it ey 3 ERAT
|Balance at the beginning  — ~ AEEHAE
of the year 682,114,598  1,551,725933 88,442,644 269944893 1573654930  4,165,882,998 257,665,086  4,423,548,084
Il Changes in equity during =~ AFEREE 2 E
the year
() Total comprehensive (H)Eakaes
income = = (21,977,923) —  1,268353,170  1,246,375,247 (36,795,467)  1,209,579,780
(INCapital contributed by~ (Z)IRRBAZA
shareholders
| Capital contributed | DERR
by non-controlling RAER
interests = = = = = = 26,639,536 26,639,536
(IAppropriation (Z)FEE V.34
of profit h34
| Appropriation for | RRBHAE
surplus reserve = = = 132,102,148 (132,102,148) = = =
2Distrbution LERRAAE
to shareholders — — = — (1713939222  (I73939222) —  (171393922)
Il Balance at the end = TEFRBE
of the year 682,114,598  1,551,725933 66,464,721 402,047,041 2,535966,730  5238319,023 247,509,155 5485,828,178
The financial statements were approved by the Board of Directors on |2 March 2018. BB HREENR2018FIA NBEEESH
k-
Legal representative The person in charge The head of the
of the Company: of accounting affairs: accounting department: (Seal of the Company)
BERRA TEEHIIENATREA - BABBABA (RAIEE)
Ma Jie Zhuang Dan Liang Guanning
(Signature and Seal) (Signature and Seal) (Signature and Seal)
(REMEE) (RRMEE) (RBMEER)

Notes to financial statements set out on pages 153 to 422 form part of these financial HEREIS3EEFINENHBHRRNF
statements. RABMBEmROAKE S
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Consolidated Statement of Changes in Shareholders’ Equity

EHEREHR

For the year ended 3| December 2016
BE-_T—"FT-A=1-BLEE
(Expressed in Renminbi “RMB")
(2B : AR¥T)

Attributable to equity shareholders of the Company
GRRENFRTER

Other
comprehensive Non-controlling Total
Share Capital income Surplus Retained interests equity
Note captal reserve Hffy reserve eamings Sub-total DH k&E
i3 e ERRE el BHERE  AOENE et R R Enat
|Balance at the beginning  — ~ ANEEHAE
of the year 682114598 1,550,098,130 70547,280 164971299 1080223224 354795453 156467407 3704421938
lChanges in equity for =~ AFEREEEE
the year
() Total comprehensive (H)Eakaes
income = = 17,895,364 — 717093240 734988604 (19336007) 715652597
(INCapital contributed (Z)RRBAZAR
by shareholders
| Capital contributed | PERE ViI2
by non-controlling RAER £°2
interests = 1,627,803 = = = 1,627,803 120533686 122,161,489
(IAppropriation (Z)FEE V.34
of profit h34
| Appropriation for | RRERAE
surplus reserve = = = 104973594 (104973594) = = =
2 Distrbution LERRNAE
to shareholders = = = —  (118687.940)  (118687.940) —  (118687.940)
Il Balance at the = TEFRBE
end of the year 682114598 1551725933 88442644 269944893 1573654930 4165882998 257,665,086 4423548084

The financial statements were approved by the Board of Directors on 12 March BRI ER2018FIANBREEZSH]
2018, e
The head of the

Legal representative The person in charge

of the Company: of accounting affairs: accounting department: (Seal of the Company)
EERERA TEEFIENAREEA  SFHEEEA: (RAIEE)

Ma Jie Zhuang Dan Liang Guanning

(Signature and Seal) (Signature and Seal) (Signature and Seal)

(RBMEE) (ZBMEE) (RBMEE)

HIERNE IS3EZE 4202 B M B RK M T
BB ERR AR ER S ©

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.
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Statement of Changes in Shareholders’ Equity

BRAERBER

For the year ended 3| December 2017 (Expressed in RMB)
BE_Z—t+F+-A=1+-HIFEUAERSIT)

Other

Capital  comprehensive Surplus Retained Total

Share capital reserve income reserve earnings equity

Rx EXNE  HttRaWE BHOAR  AOENE RREZAH

| Balance at the begnning of the year ~~ — * NFEANEARE 682,114598  1,550,098,130 76,131,540 269944893 1597542222  4,175831,383
Il Changes in equity during the year ~AEEREHETE

() Total comprehensive incorne (-)Eehnes — — (15446315 — 9719491 911,683,176

(Il) Appropriation of profits (D)FRESE

|, Appropriation for surplus reserve BN — = = 132,102,148 (132,102,148 =

2. Distribution to shareholders LERRNDE = = = = (173939,222)  (173,939,222)

Il Balance at the end of the year = KEERBE 682,114,598  1,550,098,130 60,685,225 402,047,041 2218630343 4913575337

The financial statements were approved by the Board of Directors on |2 March 2018.

Legal representative
of the Company:
EERRA
Ma Jie

TN

(Signature and Seal)
(BRMEER)

The person in charge

of accounting affairs:

TEERH TIENARERREA
Zhuang Dan

A4

(Signature and Seal)
(REMEE)

The head of the

accounting department:

SEHBRAEA
Liang Guanning
R =
(Signature and Seal)
(RBMEER)

Notes to financial statements set out on pages 153 to 422 form part of these financial

statements.

BB RRER20I18F3IA NHEE=SH
o o

(Seal of the Company)

(RAIEE)

HIERNE IS3EZE 4202 BB B MK M T
RAEIERRAAEKER S °
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Statement of Changes in Shareholders’ Equity
B RAFERSER

For the year ended 3| December 2016 (Expressed in RMB)
BE-Z—RET-A=t-BEFEAARSEFIT)

Other
comprehensive Surplus Retained Total
Share capital  Capital reserve income reserve eamings equity

B BADR HtkRAK: BRLE  ADENE RRESSH

| Balnce at the begnning of the year ~~ — * ANEFHIRE 682114598 1550,098,130 68752144 164971299 1033419784 3499355955
Il Changes in equity during the year I AEEREHEH
() Total comprehensive incorne ()EehRes — — 737939 — 87783972 795163368
(1) Appropriation of profits (Z)HEAE
|, Appropriation for surplus reserve | RBBHDLE — = = 104973594 (104973594) =
2. Distribution to shareholders LHRRODE = - — —  (118687940)  (118,687940)
. Balance at the end of the year = REEREE 682,114598 1,550,098,130 76131540 269944893 1597542222 4175831383

The financial statements were approved by the Board of Directors on |2 March 2018. WEBREXER20I8EI A 2B EESSH
/e

Legal representative The person in charge The head of the

of the Company: of accounting affairs: accounting department: (Seal of the Company)

EERERA TEEHIIENDRREA - BRBAEA (RAIEE)

Ma Jie Zhuang Dan Liang Guanning

(Signature and Seal) (Signature and Seal) (Signature and Seal)

(REMEE) (REMEE) (BRMEER)

Notes to financial statements set out on pages |53 to 422 form part of these financial HIERE IS53EEF402 BT B RE N T
statements. RAMBHROAKE S
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Notes to the Financial Statements

CORPORATE INFORMATION

Yangtze Optical Fibre and Cable Joint Stock Limited Company (hereinafter
referred to as the “Company”) is a sino-foreign joint venture company established
in Wuhan, Hubei Province, the People’s Republic of China, with its headquarter
in Wuhan. The Company issued 159,870,000 H shares at HK$7.39 per share
(at a nominal value of RMBI.00 per share) in December 2014 and was listed on
the Hong Kong Stock Exchange. As of 31 December 2017, the percentage of
shareholdings in the Company were held by China Huaxin Posts and Telecom
Technologies Co,, Ltd, Wuhan Yangtze Communications Industry Group Co., Ltd.
and Draka Comteq B.V. as to 26.37%, 17.58% and 26.37%, respectively.

The Company and its subsidiaries (hereinafter referred to as the “Group”) are
principally engaged in the research, development, production and sale of optical
fiber preforms, optical fibers, optical cables and related products. Please see Note

VIl for related information of the subsidiaries of the Company.

BASIS OF PREPARATION OF FINANCIAL STATEMENTS
The financial statements of the Company have been prepared on a going concern

basis.

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES

I.  Statement of compliance with the corporate accounting standards
The financial statements have been prepared in accordance with the
requirements of “Accounting Standards for Business Enterprises” issued
by the Ministry of Finance. These financial statements provide a true and
complete presentation of the consolidated financial position and financial
position as at 3| December 2016 and 31 December 2017, the consolidated
results of operations and results of operations and the consolidated cash

flows and cash flows of the Company for the year 2016 and 2017.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

C RRAIEFREBR

RARABEBROBR DA (LA T B
[RAR D REREARKAME ML
BRETMR PG EROERLD
A BELREERT o KR ER2014
FNANEGRABEIIL(EREE
AR 1.007T)%1THAR 159,870,000 f%
WEBBBERZ S LT o 81E2017
F12A318 - KARIBREEFRER
HBEMEERAR  RERIBREE
EEBRMDBR AR Draka Comteq
B.V. VAR LE Bl 93 A 5 26.37% ~ 17.58%
#26.37% e

ARBIRFRABUATHEAEE])
TEREWMR  FAE EEMBEER
HTERE i AENABERD -
ARAFRAANABERLRMEL

BHIS % 0 R LA
ARRURERE ARG BR
= o

C REEEEETHE - gt fhE

BRERCESITENNES

FHBREFEPEARLANE
BTBCED (VAT SRR B IBED ) ) A
MEESHRINER  EE -
TEMRME T ARAB2016F 12
HA3I1BR2017F12A31B8E
DFEISIOR BT AR ~ 2016 5F
BER0I7TEFENGHEERR
MEERRREHRESRENS

A2
Sy

I
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

2. Accounting period

The accounting period commences on | January and ends on 3| December

each year.

3. Operating cycle

The Company takes the period from the acquisition of assets for processing
to the realization of cash or cash equivalents as a normal operating cycle.
The operating cycles of the Company are shorter than one year. Where the
normal operating cycle is shorter than one year, the assets realised within
one year from the balance sheet date or the liabilities due for settlement

within one year from the balance sheet date are categorized as current

assets or current liabilities

4. Functional currency

The functional currency of the Company is Renminbi (“RMB"). The
Company presents the financial statements in RMB. The functional currency
is determined by the Company and its subsidiaries on the basis of the
currency in which major income and costs are denominated and settled.
Certain subsidiaries of the Company use currency other than the functional
currency of the Company as their functional currencies. When preparing

this financial statement, the foreign currency financial statements of these

subsidiaries were translated in accordance with Notes llI. 8.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

5.

Accounting treatment for business combination under common control
and not under common control

A business combination involving enterprises not under common control
is a business combination in which all of the combining enterprises are not
ultimately controlled by the same party or parties both before and after the
business combination. Where (1) the aggregate of the acquisition-date fair
value of assets transferred (including the acquirer’s previously held equity
interest in the acquiree), liabilities incurred or assumed, and equity securities
issued by the acquirer, in exchange for control of the acquiree, exceeds
(2) the acquirer's interest in the acquisition-date fair value of the acquiree’s
identifiable net assets, the difference is recognised as goodwill. If (1) is less
than (2), the difference is recognised in profit or loss for the period. The
direct costs incurred by the Group for the business combination are included
in the current profits and losses. Any difference between the fair value and
the carrying amount of the assets transferred as consideration is recognised
in profit or loss. The acquiree’s identifiable asset, liabilities and contingent
liabilities, if the recognition criteria are met, are recognised by the Group at
their acquisition-date fair value. The acquisition date is the date on which the

acquirer obtains control of the acquiree.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

6.

Preparation of consolidated financial statements

(1)

General principles

The scope of consolidated financial statements is based on control
and the consolidated financial statements comprise the Company and
its subsidiaries. Control exists when the investor has all of following:
power over the investee; exposure, or rights, to variable returns
from its involvement with the investee and has the ability to affect
those returns through its power over the investee. When assessing
whether the Group has power, only substantive rights (held by the
Group and other parties) are considered. The financial position,
financial performance and cash flows of subsidiaries are included
in the consolidated financial statements from the date that control

commences until the date that control ceases.

Non-controlling interests are presented separately in the consolidated
balance sheet within shareholders’ equity. Net profit or loss
attributable to non-controlling shareholders is presented separately
in the consolidated income statement below the net profit line
item. Total comprehensive income attributable to non-controlling
shareholders is presented separately in the consolidated income

statement below the total comprehensive income line item.

When the amount of loss for the period attributable to the non-
controlling shareholders of a subsidiary exceeds the non-controlling
shareholders’ portion of the opening balance of owners' equity of
the subsidiary, the excess is still allocated against the non-controlling

interests.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)
6. Preparation of consolidated financial statements (Cont d)
(1)  General principles (Cont d)

@)

When the accounting period or accounting policies of a subsidiary are
different from those of the Company, the Company makes necessary
adjustments to the financial statements of the subsidiary based on
the Company's own accounting period or accounting policies. Intra-
group balances and transactions, and any unrealised profit or loss
arising from intra-group transactions, are eliminated when preparing
the consolidated financial statements. Unrealised losses resulting from
intra-group transactions are eliminated in the same way as unrealised
gains, unless they represent impairment losses that are recognised in

the financial statements.

Subsidiaries acquired through a business combination

Where a subsidiary was acquired during the reporting period, through
a business combination involving enterprises not under common
control, the identifiable assets and liabilities of the acquired subsidiaries
are included in the scope of consolidation from the date that control
commences, based on the fair value of those identifiable assets and

liabilities at the acquisition date.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)
6. Preparation of consolidated financial statements (Cont d)
(3)  Disposal of subsidiaries
When the Group loses control of a subsidiary, any gains or losses
arising from the disposal are included in the investment gains for the
period in which control was lost. The remaining equity investment
is remeasured at its fair value at the date when control is lost. Any
resulting gains or losses are recognized as investment income of the
period when control is lost.
(4)  Change in non-controlling interests

Where the Company acquires a non-controlling interest from a
subsidiary's non-controlling shareholders or disposes of a portion of
an interest in a subsidiary without a change in control, the difference
between the investment cost of newly acquired long-term equity
investment and the Company's share of its subsidiary's identifiable
net assets and the difference between the consideration received for
disposal of long-term equity investment and the Company's share of
subsidiary’s identifiable net assets are adjusted to the capital reserve
(share premium) in the consolidated balance sheet. If the credit
balance of capital reserve (share premium) is insufficient, any excess is

adjusted to retained earnings.
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Notes to the Financial Statements

l.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

7.

Determination of cash and cash equivalents

Cash and cash equivalents comprise cash on hand, demand deposits, and
short-term, highly liquid investments, which are readily convertible into
known amounts of cash and are subject to an insignificant risk of change in

value.

Foreign currency transactions and translation of financial statements

When the Group receives capital in foreign currencies from investors, the
capital is translated to Renminbi at the spot exchange rate at the date of
the receipt. Other foreign currency transactions are, on initial recognition,
translated to Renminbi at the approximate exchange rates of the spot
exchange rate on the dates of the transactions. The approximate exchange
rate of the spot exchange rate is the average exchange rate of the period
determined by the system in a reasonable way and similar to the spot

exchange rate on the transaction date.

Monetary items denominated in foreign currencies are translated to
Renminbi at the spot exchange rate at the balance sheet date. The
resulting exchange differences are recognized in profit or loss, except those
arising from the principals and interests on foreign currency borrowings
specifically for the purpose of acquisition, construction of qualifying assets for
capitalization (see Note Ill.15). Non-monetary items denominated in foreign
currencies that are measured at historical cost are translated using the

foreign exchange rate resulting from transactions.
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(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

= ARERSFBE - SrthE
(&)
7 S

RERRESENNRERE
ReNReEBNREEFR
£ - AR AR T ERA
EFREHRE  REEE - SN
BMACHNeERE  BEE
R RNERE -

HERBNIERRITE
AEBWIREENINERAE
ARRERNHMEXTE /AR
% HtINER BENIGHERE
R 5% % B ANHAE R 93 1
Exfra R ARE - BTHE XK
AUEXRRIZBRAGAENTTIR
R - R 5 A RAHER
AU E B FIER -

REERBRA  INEEKILER
BIRAZBNBEXFE - &
HBRTRAEAMGHEERR
M ZPUE KA S FA SO IE 5 =
B(2EME=-155 " Hfp
EXERFTAEHBS - WESL
RAFTERINESFERIEIER -
ERA %2 5 % 4 B By BN HRRE 47
& o

RRERXMABROERAF / F3H2017

159



160

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

8.

Foreign currency transactions and translation of financial statements
(Contd)

When translating the financial statements of overseas operations, the assets
and liabilities items in the balance sheet are translated at the spot exchange
rate on the balance sheet date. Other than “undistributed profits” and “other
comprehensive income - foreign currency translation differences”, other
items under shareholders’ equity are converted using the spot exchange
rate at the time of occurrence. Income and expense items in the income
statement are translated using the approximate exchange rate of the spot
exchange rate on the transaction date. The translation difference in the

foreign currency financial statements resulting from the above conversion is

shown in other comprehensive income.

Financial instruments
Financial instruments of the Group comprise of Cash and cash equivalent,
equity investment except for long- term equity investment (see Note Il 12),

receivables, payables, loans, and share capital, etc.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

(%)
8 .

- RRIEBRERBE - SrthE

HEEBNIERRINE(E)

HRIMEENABRRETINE
B BERBERTNEENAE
BB KAEEABEXRBNNH
ERTE - IRREREBBKRIR
DEFE IR E iR W -
SINERXMEEZRIRAN H
fth T8 B 5% B AR I 0 B ER IR K47
o FIBRTFHRAMERE
B RAXSEEANNHER
HATEIERYTE 2R Bl &
EEMINEMBBRENEZE -
EEMEESWEHIIR o

SRITA
REENERIAREEEA
e BREHBRELRE(ZANF

|2)DMI\E’\JH§$EET§§ B
B EANRA BERERA

o

Rl 3‘# ||I




Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)
9. Financial instruments (Contd)
(!)  Recognition and measurement of financial assets and financial

liabilities
A financial asset or financial liability is recognized in the balance sheet
when the Group becomes a party to the contractual provisions of a

financial instrument.

The Group classifies financial assets and liabilities into different
categories at initial recognition, based on the purpose of acquiring
assets or assuming liabilities: financial assets and financial liabilities
measured at fair value through profit or loss for the period, loans,
receivables, investments held to maturity, available-for-sale financial
assets and other financial liabilities. During the reporting period,
the Group did not hold held-to-maturity investments and financial

liabilities measured at fair value through profit or loss for the period.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)
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Notes to the Financial Statements
B 7% R 3% Bt &

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
9. Financial instruments (Contd)
(!)  Recognition and measurement of financial assets and financial

liabilities (Contd)
Financial assets and financial liabilities are measured initially at fair
value and any attributable transaction costs are included in their initial
costs. For financial assets or financial liabilities that are measured at fair
value through profit or loss, the relevant transaction costs are directly
charged to the current profit or loss; For other types of financial assets
or financial liabilities, subsequent to initial recognition financial assets

and liabilities are measured as follows:

- Financial assets at fair value through profit or loss (including

trading financial assets)

The Group holds such financial assets and derivatives for the

purpose of selling or repurchasing in the near future.

After initial recognition, financial assets at fair value through
profit or loss are measured at fair value, and gains or losses
arising from changes in fair value are charged to profit or loss

for the period.
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
9. Financial instruments (Contd)
(!)  Recognition and measurement of financial assets and financial
liabilities (Contd)

- Receivables

Receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active

market.

Subsequent to initial recognition, receivables are stated at

amortized cost using the effective interest method.

- Available-for-sale financial assets

Non-derivative financial assets designated as available-for-sale
at initial recognition and financial assets not classified in other
categories are classified as available-for-sale financial assets by

the Group.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
Financial instruments (Contd)

(!)  Recognition and measurement of financial assets and financial

liabilities (Contd)

Available-for-sale financial assets (Cont'd)

Available-for-sale investments in equity instruments whose
fair value cannot be measured reliably are measured at
cost subsequent to initial recognition. Other available-for-
sale financial assets are measured at fair value after initial
recognition. Gains or losses arising from changes in fair value,
except exchange losses arising from impairment losses and
foreign currency monetary financial assets, are included in
profit or loss for the period, and other gains or losses are
calculated as other comprehensive income will be transferred
out when available-for-sale financial assets are derecognized
and included in the profit or loss for the period. Cash dividends
from available- for-sale investments in equity instruments are
recognized in profit or loss for the period when the investee
announces distribution of dividends. Interest on available-
for-sale financial assets calculated using the effective interest
method is included in profit or loss for the period (see note Il

203)).
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING = ARIEESEEEK - gFMAE

ESTIMATES (Cont'd) (#&)
9. Financial instruments (Cont d) 9 EmMIAE)
(1)  Recognition and measurement of financial assets and financial () EREERTHERYE
liabilities (Cont d) RAHiE (E)
~  Other financial liabilities - HAte@AR

Financial liabilities other than the financial liabilities at fair value

through profit or loss are classified as other financial liabilities.

Other financial liabilities include financial guarantee contract
liabilities. The financial guarantee contract refers to the
agreement between the Group as a guarantor and the creditor,
and when the debtor fails to perform the obligation, the Group
performs the contract or assumes the liability in accordance
with the contract. The subsequent measurement shall be made
for the higher of the balance of the financial guarantee contract
liabilities after the initial recognition amount less accumulated
amortization and the estimated amount determined based on

the principle of contingencies (see Note [Il.21).

In addition to the above, other financial liabilities are measured
at amortized cost using the effective interest method after

initial recognition.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
9. Financial instruments (Contd)

(2)  Presentation of financial assets and financial liabilities

Financial assets and financial liabilities are presented separately in the
balance sheet and shall not be offset. However, a financial asset and
a financial liability shall be offset and the net amount presented in the

balance sheet when both of the following conditions are satisfied:

- the Group has a legal right to offset the recognized amounts

and the legal right is currently enforceable;

= the Group intends either to settle on a net basis, or to realize

the financial asset and settle the financial liability simultaneously.

(3)  Derecognition of financial assets and financial liabilities

A financial asset is derecognized if the Group's contractual rights to
the cash flows from the financial asset expire or if the Group transfers
substantially all the risks and rewards of ownership of the financial

asset to another party.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

(%)
9 .

- RRIEBRERBE - SrthE

SRMIA(E)
2 EHREERTEERHS
#

G

TREENMSREBEESE
ERBERADAINE R
BHEHE - BE  FAHE
e OG- AHEE
BHERNFRHEEERR
RAFIR -

- AKEAREHECHE
W BRI -
BRBATEEANEE
A AT AT

-  AKEENFRA
B SRARERZES
BMEEMSEZ SR
afE-

EREEFZHEBHH
LR
ERBRXReREENR
TREMARENR L%
KA AT RARNE
fRAmMERR  NEE
RUIERZEREE -




Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)
9. Financial instruments (Contd)
(3)  Derecognition of financial assets and financial liabilities (Cont d)

&7

Where a transfer of a financial asset in its entirety meets the criteria
of the derecognition, the difference between the two amounts below

is recognized in profit or loss:

— carrying amount of the financial asset transferred;

— the sum of the consideration received from the transfer and
any cumulative gains or loss that has been recognized directly

in equity.

The Group derecognizes a financial liability (or part of it) only when

the underlying present obligation (or part of it) is discharged.

Impairment of financial assets
The carrying amounts of financial assets are reviewed at each balance
sheet date to determine whether there is objective evidence of

impairment. If any such evidence exists, impairment loss is provided.

(All'amounts expressed in RMB unless otherwise specified)
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

ll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

9. Financial instruments (Contd)

(4)  Impairment of financial assets (Cont d)

Objective evidence that a financial asset is impaired includes, but is

not limited to the following:

(@)

168

significant financial difficulty of the issuer or borrower;

a breach of contract by the borrower, such as a default or

delinquency in interest or principal payments;

strong probability that the borrower will enter bankruptcy or

go through another type of financial reorganisation;

the financial assets cannot continue to be traded in an active

market due to the significant financial difficulties of the issuer;

significant adverse changes have taken place in the technical,
market, economic, or legal environment in which the issuer of
equity instruments operates, making it impossible for equity

instrument investors to recover investment costs;

the fair value of equity instrument investment dropped
significantly or non-transiently (that is, the fair value continued

to drop).
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)
9. Financial instruments (Contd)
(4)  Impairment of financial assets (Cont d)

Please refer to Note lIl.10 for the method of impairment of
receivables. The method of impairment of other financial assets are

set out as follows:

- Available-for-sale financial assets

Available-for-sale financial assets are assessed for impairment
losses using individual methods and combinations. When
the available-for-sale financial assets are impaired, even if the
financial assets are not derecognized, the Group will accrue the
accumulated losses from the decline in fair value that had been
directly included in shareholders' equity from shareholders'

equity and be charged to profit or loss for the current period.

For available-for-sale debt instruments for which impairment
losses have been recognized, if the fair value has risen during
the subsequent accounting period and it is objectively related
to the events that occurred after the original impairment loss
was confirmed, the Group will reverse the impairment losses
that have been recognized previously and charge to profit or
loss for the period. Impairment losses on available-for-sale
equity instrument investments are not reversed through profit
or loss. However, equity instrument investments that do not
have a quoted price in an active market and whose fair value

cannot be reliably measured cannot be reversed.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
9. Financial instruments (Contd)

(5)  Equity instruments

The consideration received from the issuance of equity instruments

net of transaction costs is recognized in shareholders’ equity.

10.  Impairment of receivables

Receivables (including account receivables and other receivables) are

assessed for impairment both on an individual basis and on a collective group

basis.

Where impairment is assessed on an individual basis, an impairment loss in
respect of a receivable is calculated as the excess of its carrying amount over
the present value of the estimated future cash flows (exclusive of future
credit losses that have not been incurred) discounted at the original effective
interest rate. The Group discounts the carrying amount of the receivables

to its present value and the discounted amount is recognized as impairment

loss of asset, all impairment losses are recognized in profit or loss.

The assessment is made collectively where receivables share similar credit
risk characteristics (including those having not been individually assessed as

impaired), based on their historical loss experiences, and adjusted by the

observable figures reflecting present economic conditions.

If, after an impairment loss has been recognized on receivables, there is
objective evidence of a recovery in value of the financial asset which can
be related objectively to an event occurring after the impairment was
recognized, the previously recognized impairment loss is reversed through
profit or loss. A reversal of an impairment loss will not result in the asset's

carrying amount exceeding that which would have been determined had no

impairment loss been recognized in prior years.
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING = AREESTTBR - St
ESTIMATES (Cont'd) (#&)
10.  Impairment of receivables (Contd) 10 BEWFENRERERE)
(1) Significant single trade receivables which being made single doubtful () BEELHEAWEEIE
debt provision: BIREGHERFE
Judgment basis or criteria for receivables Receivables with individual amounts greater than RMB5 million are considered
that are individually significant significant.

BERSEEANAEKIERSBIRE BESBARARK 00 ETHRETIBHERERK -

Method for making single doubtful debt Each individual item is tested separately for impairment. When there is
provision with significant single objective evidence that it is impaired, provision for doubtful debts is made
account receivables based on the difference between the present value of the future cash flow

and its book value. If there is no impairment, it shall be consolidated into the
credit risk feature combination with the aging, and doubtful debt provision

shall be charged according to the age analysis method.

B REAL EFR EERDFETHENS  EFERERRBRAELEBL THERN -
REREBRETRTA BEARBSRENRECNEREEBENZE  FHBERER -

RELRER - AHE 'JLAﬁEﬁAﬁFH%H e REAEST  BREEREKRD
WORRHRIERR S -

(2)  Insignificant single receivables which are provided for bad and 2 EBLEFEALBEEZ:
doubtful debrs: EREERHERHE
Reasons for making single doubtful debts Evidence shows that payments that are difficult to recover have special

provisions with single account recovery risks.

receiables not significant
BERSBIENEBEFT R AREERRAARENTIR - FER R QW R
REERENER

Doubtful debt provision method Each individual item is tested separately for impairment. When there is
objective evidence that it is impaired, provision for doubtful debts is made
based on the difference between the present value of the future cash flow
and its book value. If there is no impairment, it shall be consolidated into the
credit risk feature combination with the aging, and doubtful debt provision

shall be charged according to the age analysis method.
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Notes to the Financial Statements

MR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SHENAARET)

ll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING = REERGEHE - GEHEE
ESTIMATES (Cont'd) (%)
10.  Impairment of receivables (Contd) 10 BEWFENRERERE)

(3)  Trade receivables with doubtful debt provison made according to (3) RBEABBRHESE
credit risk characteristics of portfolios BRI EN S E
For the above receivables that have not been impaired in the Wb ER
individual tests (1) and (2), the Group will also include them in the B 5 R B A R (B A i MR
trade receivables portfolio with similar credit risk characteristics before H AEEdheBEBRE
performing impairment test. FEEEUERRREE

HEMNBRRAE S P BET
BB ©
Name of portfolio Basis for judging the portfolio
HEER BEASH&E
Portfolio | Receivables — Related par‘ties
e FE AR — B R
Portfolio 2 Receivables — Operators under China Telecom network and other companies with good credit
records

a2 FERRE-FRECHRELBRAMERTRRIFNER
Portfolio 3 Receivables — Receivables other than the above portfolios | and 2
a3 JEURIE — B LA A | AR 2VASNE My FE R RIR

Method to make doubtful debt provision according to credit risk characteristics of portfolios

REMRRFREAS T IRERERNRTA

Portfolio | Ageing analysis method
e SRl
Portfolio 2 Ageing analysis method
a2 MR DA
Portfolio 3 Ageing analysis method
Aa3 EAITE
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Notes to the

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Conta)
10.  Impairment of receivables (Contd)
(3)  Account receivables with doubtful debt provison made according

to credit risk characteristics of portfolios (Cont d)

As of the end of 2017, the Group continued to refine and improve
the management of receivables based on its experience accumulated
in practice. According to the industry characteristics of the Group,
and with reference to the proportion of provision for doubtful debts
of accounts receivable of listed companies in the same industry, the
Group amended the proportion of provision for doubtful debts using
aging analysis method in the portfolio as follows, and the provision for
doubtful debts of the accounts was retrospectively adjusted according

to the following accrual ratios. Please refer to Note XIV.| for details.

Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)
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(RRRIER - eRBENAARKT)

= DAEESFEE - FEHhE

10+ FEWRFENRIREE(Z)
() BEABRBHHMAS

EREGHENNE
(&

BHEWT7FER  A5ER
BEEBEFESBENK
% TEHAELMTEHR
BN RBEHNEIR - RER
SEMETERY 12
ZRTELTARNER
BREREB LA
AEERAEESHRAKRER
DA REREFNL
BHEETANT - W 20165
JE WU IE B B R E B R R
T EH R GIEST T B
FE - R 1o

Accrual ratios for account receivabls (%)

PEW TR IE TR EL 6 (%)

Ageing Portfolio | Portfolio 2 Portfolio 3

fRi iy a2 Ba3
Within | year (I year inclusive) | FLAR(E | ) 3% 1% 3%
| -2 years (2 years inclusive) | -2 (824F) 10% 5% 10%
2 - 3 years (3 years inclusive) 2-3F(53%) 30% 10% 30%
3 - 4 years (4 years inclusive) 3-4F(54F) 100% 30% 100%
4 - 5 years (5 years inclusive) 4-5F(85%) 100% 50% 100%
More than 5 years S5EE 100% 100% 100%
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

Inventories

(1)

@)

G

Classification and cost
Inventories include raw material, work in process, semi-finished goods

and finished good.

Inventories are initially measured at cost. Cost of inventories
comprises all costs of purchase, costs of conversion and other
expenses that to help deliver the inventories to the current location
and situation. In addition to the purchasing cost of raw materials, work
in progress and finished goods include direct labour costs and an

appropriate allocation of production overheads.

Determination of cost of inventories
The actual cost of inventories is calculated using the weighted average

method.

Consumables including low-value consumables and packaging
materials are amortized in full when received for use. The amounts
of the amortization are included in the cost of the related assets or

profit or loss.

The underlying factors in the determination of net realizable value
of inventories and the basis of provision for diminution in value of
inventories

Inventories are measured at the lower of cost and net realizable value

at the balance sheet date.
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

l.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

Il. Inventories (Contd)

3

The underlying factors in the determination of net realizable value
of inventories and the basis of provision for diminution in value of
inventories (Contd)

Net realizable value is the estimated selling price in the normal
course of business less the estimated costs to completion and the
estimated expenses and the related taxes necessary to make the sale.
The net realizable value of materials held for use in the production
of inventories is measured based on the net realizable value of the
finished goods in which they will be incorporated. The net realizable
value of the quantity of inventory held to satisfy sales or service
contracts is based on the contract price. If the quantities of inventories
specified in sales contracts are less than the quantities held by the
Group, the net realizable value of the excess portion of inventories

shall be based on general selling prices.

Any excess of the cost over the net realizable value of each item of
inventories is recognized as a provision for diminution in the value of

inventories and charged to profit or loss.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
Il. Inventories (Contd)
(4)  Inventory system

The Group maintains a perpetual inventory system.

12.  Long-term equity investments

(1)  Investment cost of long-term equity investments

(a)  Long-term equity investments acquired through a business

combination

— For a long-term equity investment obtained through
a business combination not involving enterprises
under common control, the initial cost comprises the
aggregate of the fair value of assets transferred, liabilities
incurred or assumed, and equity securities issued by the

Company, in exchange for control of the acquiree.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

- RRIEBRERBE - SrthE

(%)
- BE(E)
(4) TFEHEFHE
AEEFERTFHEAX
BRTFH -

12 RERERE
() REBREREREXIFE
b=t
(a) BBILEEGEAH
RARERE

- HRFER—Z
B T XA
DA R
A ) & IR
RE  AR7
RIBEE AW
BHEBER
FO 12 ) 4 T 5
MO EE - %
ERAENER
B AR ITH)
BRMEZERD
DAEE fF
RZBEN
IR E R




Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
12.  Long-term equity investments (Cont d)

(1) Investment cost of long-term equity investments (Cont d)

(b)  Long-term equity investments acquired other than through a

business combination

= A long-term equity investment acquired other than
through a business combination is initially recognised
at the amount of cash paid if the Group acquires the
investment by cash, or at the fair value of the equity
securities issued if an investment is acquired by issuing
equity securities. For the long-term equity investment
obtained by issuing equity securities, the Group uses
the fair value of the issuing equity securities as the initial

investment cost.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

= ARERSFBE - SrthE

REKRERE(E)
RABRBEREREHLARE

Bt AR Z AR
RERE

HR@EBEE
A GFASN B
it 75 SUEN A )
BB ER
B KGR
R B A
XNBR e BF
& B R
B AKER
RER I
BEERER
i’ E X
K HRET
BRMEESF N
150 & B e
RE A&KH
RIBBE TR
HEFOAA
BEE/SNR
KA

RRERXMABROERAF / F3H2017

177



Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

ll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

12.  Long-term equity investments (Cont d)

(2)  Subsequent measurement of long-term equity investment

@

Investments in subsidiaries

Unless the investment meets the conditions for holding for
sale, in the Company's separate financial statements, long-term
equity investments in subsidiaries are accounted for using the
cost method for subsequent measurement. Except for cash
dividends or profit distributions declared but not yet distributed
that have been included in the price or consideration paid in
obtaining the investments, the Company recognises its share
of the cash dividends or profit distributions declared by the

investee as investment income in the current period.

The investments in subsidiaries are stated in the balance sheet

at cost less accumulated impairment losses.

For the impairment of the investments in subsidiaries, refer to
Note lIl.19.
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

l.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

12.  Long-term equity investments (Cont d)

(2)  Subsequent measurement of long-term equity investment (Contd)

@

®)

Investments in subsidiaries (Contd)

In the Group's consolidated financial statements, investments in
subsidiaries are accounted for in accordance with the policies

described in Note IIL.6.

Investment in joint ventures and associates

A joint venture is an arrangement whereby the Group and
other parties have joint control (see Note IIl.I2(3)) and rights

to the net assets of the arrangement.

An associate is an enterprise over which the Group has

significant influence (see Note IIl.12(3)).

An investment in a joint venture or an associate is accounted
for using the equity method for subsequent measurement,
unless the investment meets the conditions for holding for sale,
an investment in a joint venture or an associate is accounted

for using the equity method for subsequent measurement.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

ll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING = AREESTTBR - St
ESTIMATES (Cont'd) (%)
12.  Long-term equity investments (Cont d) 12 REBRERE(E)
(2)  Subsequent measurement of long-term equity investment (Cont d) 2 RARBEREZBTER
B BR L% (&)
(b)  Investment in joint ventures and associates (Contd) (b) HEEPEMFEEDL
RoRE(E)
Under the equity method: AEEERAERE
RERNEARS R
BEaE:

—  Where the initial cost of a long-term equity investment - HRERHRE
exceeds the Group's interest in the fair value of the KE IR
investee's identifiable net assets at the date of acquisition, T YN
the investment is initially recognised at cost. Where the EREZE W
initial investment cost is less than the Group's interest % & B (i A] ¥
in the fair value of the investee's identifiable net assets RBEENR
at the date of acquisition, the investment is initially BEMHER
recognised at the investor's share of the fair value of the PARTEERK
investee's identifiable net assets, and the difference is HRELEEDN
recognised in profit or loss. A HRE

M ERE N
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IRRE R
FHERREE
fI AT AR % E
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING = ARIEESEEEK - gFMAE
ESTIMATES (Cont'd) (#&)
12.  Long-term equity investments (Contd) 12 REBRERE(E)
(2)  Subsequent measurement of long-term equity investment (Cont d) 2 RARBEREZBTER
Rt R m % (8)
(b)  Investment in joint ventures and associates (Contd) (b) HEEPEMHEEDL
RHRE (&)
—  After the acquisition of the investment, the Group - IRYagd
recognises its share of the investee's profit or loss and RABE R X
other comprehensive income as investment income or &ié::%i ' f -
EEZEETA
losses and other comprehensive income respectively, oK JE 9 1B o
and adjusts the carrying amount of the investment KEBMNER
accordingly. Once the investee declares any cash )RR E
dividends or profit distributions, the carrying amount of fto 45 & iz Y

D88 2 Rl B

the investment is reduced by that amount attributable oo o dm oa
mEkERS®

to the Group. Changes in the Group's share of the FIE fh s A U
investee's owners' equity, other than those arising from XU FHBE S
the investee’s net profit or loss, other comprehensive R IERE B BR
income or profit distribution (“other changes in owners' HEE: RR
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and the carrying amount of the investment is adjusted
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

12.  Long-term equity investments (Cont d)

(2)  Subsequent measurement of long-term equity investment (Contd)

(b)  Investment in joint ventures and associates (Contd)

In calculating its share of the investee's net profits or
losses, other comprehensive income and other changes
in owners’ equity, the Group recognises investment
income and other comprehensive income after making
appropriate adjustments to align the accounting policies
or accounting periods with those of the Group based
on the fair value of the investee’s identifiable net assets
at the date of acquisition. Unrealised profits and losses
resulting from transactions between the Group and
its associates or joint ventures are eliminated to the
extent of the Group's interest in the associates or joint
ventures. Unrealised losses resulting from transactions
between the Group and its associates or joint ventures
are eliminated in the same way as unrealised gains but

only to the extent that there is no impairment.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
12.  Long-term equity investments (Cont d)

(2)  Subsequent measurement of long-term equity investment (Contd)

(b)  Investment in joint ventures and associates (Contd)

= The Group discontinues recognising its share of further
losses of the investee after the carrying amount of
the long-term equity investment and any long-term
interest that in substance forms part of the Group's net
investment in the joint venture or associate is reduced
to zero, except to the extent that the Group has
an obligation to assume additional losses. If the joint
venture or associate subsequently reports net profits,
the Group resumes recognising its share of those profits
only after its share of the profits equals the share of

losses not recognised.

For the impairment of the investments in joint ventures and associates,

refer to Note IIl.[9.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

12.

Long-term equity investments (Contd)

&

Criteria for determining the existence of joint control or significant

influence over an investee

Joint control is the contractually agreed sharing of control of an
arrangement, which exists only when decisions about the relevant
activities (activities with significant impact on the returns of the
arrangement) require the unanimous consent of the parties sharing

control.

The following factors are usually considered when assessing whether

the Group can exercise joint control over an investee:

= Whether no single participant party is in a position to control

the investee's related activities unilaterally;

= Whether strategic decisions relating to the investee’s related
activities require the unanimous consent of all participant

parties that sharing of control.

Significant influence is the power to participate in the financial and
operating policy decisions of an investee but does not have control or

joint control over those policies.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

13.  Fixed assets

(1)

Recognition criteria for fixed assets
Fixed assets represent the tangible assets held by the Group for use
in the production of goods, rendering of services or for operation and

administrative purposes with useful lives over one accounting year.

The initial cost of a purchased fixed asset comprises the purchase
price, related taxes, and any directly attributable expenditure for
bringing the asset to working condition for its intended use. The initial
cost of self-constructed assets is measured in accordance with the

policy set out in Note lll.|4.

Where parts of an item of fixed asset have different useful lives or
provide benefits to the Group in different patterns thus necessitating
use of different depreciation rates or methods, each part is recognized

as a separate fixed asset.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
13.  Fixed assets (Cont'd)
(1) Recognition criteria for fixed assets (Cont d)

The subsequent costs including the cost of replacing part of an item
of fixed assets are recognized in the carrying amount of the item if the
recognition criteria are satisfied. When capital expenditure related to
expenditure is likely to flow into the Group, capitalization is included
in the cost of fixed assets. and the carrying amount of the replaced
part is derecognized. The costs of the day-to—day servicing of fixed

assets are recognized in profit or loss of the period as incurred.

Fixed assets are stated in the balance sheet at cost less accumulated

depreciation and impairment losses.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
I3.  Fixed assets (Contd)
(2)  Depreciation method for fixed assets
Fixed assets are depreciated using the straight-line method over their
estimated useful lives on the basis of cost less estimated net residual

value and accumulated impairment loss.

The depreciation period, residual value rate and annual depreciation

rate of each type of fixed assets are as follows:
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(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)
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SHEETAENERS
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Useful life Residual value Annual depreciation
Type (year) rate (%) rate (%)
Vil ERE®(F) BRER (%) FHER %)
Buildings and structures 20 years 10% 4.50%
FEREEY 20%F 10% 4.50%
Machinery equipment 8 — 20 years 0% 5.00% - 12.50%
HERRE 8-20%F 0%  5.00% - 12.50%
Office equipment and other equipment 4 — 8 years 0%  12.50% - 25.00%
MARBREMRE 4-8% 0% 12.50% - 25.00%
Transportation equipment 5— 8 years 0%  1125% - 18.00%
ERTA 5-8%F 109% 11.25% - 18.00%
No depreciation is provided for the land permanently held by the REBKAZEN LT
Group. SHRHTE o

Useful lives, estimated residual values and depreciation methods are

reviewed at least each year-end.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

ll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
13.  Fixed assets (Cont'd)

(3)  For the method of impairment testing and provision for impairment,

refer to Note lll. /9.

(4)  Disposal of fixed assets

The carrying amount of a fixed asset shall be derecognized:

= on disposal; or

= when no future economic benefits are expected to be

generated from its use or disposal.

Gains or losses arising from the retirement or disposal of an item of
fixed asset are determined as the difference between the net disposal
proceeds and the carrying amount of the item, and are recognized in

profit or loss on the date of retirement or disposal.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

14.

Construction in progress

The cost of self-constructed fixed assets includes the cost of materials,
direct labour, borrowing costs that meet the criteria for capitalization (see
Note Ill.15), and any other costs directly attributable to bringing the asset to

working condition for its intended use.

A self-constructed fixed asset is included in construction in progress before
it is transferred to fixed assets when it is ready for its intended use. No

depreciation is provided against construction in progress.

Construction in progress is stated in the balance sheet at cost less provision

for impairment (see Note II.[9).

Borrowing costs

Borrowing costs incurred directly attributable to the acquisition, construction
of a qualifying asset are capitalized as part of the cost of the asset. Other
borrowing costs are recognized as financial expenses in the income

statement when incurred.
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
I5.  Borrowing costs (Contd)
During the capitalization period, the amount of interest (including
amortization of any discount or premium on borrowing) to be capitalized in

each accounting period is determined as follows:

= Where funds are borrowed specifically for the acquisition,
construction of a qualifying asset, the amount of interest to be
capitalized is the interest expense calculated using effective interest
rates during the period less any interest income earned from
depositing the borrowed funds or any investment income on the

temporary investment of those funds before being used on the asset.

— Where funds are borrowed generally and used for the acquisition,
construction of a qualifying asset, the amount of interest to
be capitalized on such borrowings is determined by applying a
capitalization rate to the weighted average of the excess amounts
of cumulative expenditures on the asset over the above amounts of
specific borrowings. The capitalization rate is the weighted average of

the interest rates applicable to the general-purpose borrowings.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

I5.

Borrowing costs (Cont d)

The effective interest rate is determined as the rate that exactly discounts
estimated future cash flow through the expected life of the borrowing or,
when appropriate, a shorter period to the initially recognized amount of the

borrowings.

During the capitalization period, exchange differences related to the principal
and interest on a specific purpose borrowing denominated in foreign
currency are capitalized as part of the cost of the qualifying asset. The
exchange differences related to the principal and interest on foreign currency
borrowings other than a specific-purpose borrowing are recognized as a

financial expense in profit and loss in the period they are incurred.

The capitalization period is the period from the date of commencement of
capitalization of borrowing costs to the date of cessation of capitalization,
excluding any period over which capitalization is suspended. Capitalization
of borrowing costs commences when expenditure for the asset is being
incurred, borrowing costs are being incurred and activities of acquisition that
are necessary to prepare the asset for its intended use are in progress, and
ceases when the assets become ready for their intended use. Capitalization
of borrowing costs is suspended when the acquisition, construction activities

are interrupted abnormally and the interruption lasts for over three months.
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

16. Intangible assets

Intangible assets are stated in the balance sheet at cost less accumulated
amortization (limited to intangible assets with finite useful life) and
impairment losses (see Note Ill.19). For intangible assets with finite useful
life, intangible asset’s cost less estimated net residual value and accumulated

impairment losses is amortized on the straight-line method over its estimated

useful life.

The respective amortization periods for such intangible assets are as follows:

- RRIEBRERBE - SrthE
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BEREENKAR R EHE(E
RRERASTERNERLEE)
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Amortization
Item period
B E BRER(F)
Land use rights 50 years
T HfE 505
Unpatented technology 20 years
I A 20
Trademark rights 10 years
AiRE 104
Patents 8 years
BFIH 8%

An intangible asset is regarded as having an indefinite useful life and is not
amortised when there is no foreseeable limit to the period over which
the asset is expected to generate economic benefits for the Group. As at

the balance sheet date, the Group did not have any intangible assets with

indefinite useful lives.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

16.

Intangible assets (Cont d)

Expenditures on an internal research and development project are
classified into expenditures on the research phase and expenditures on the
development phase. Expenditures on research phase are recognized in profit
or loss when incurred. Expenditures on development phase are capitalized
if development costs can be measured reliably, the product or process is
technically and commercially feasible, and the Group intends to and has
sufficient resources to complete development. Capitalized development
costs are stated at cost less impairment losses in the balance sheet (see
Note Ill.19). Other development expenditures are recognized as expenses in

the period in which they are incurred.

Goodwill

The initial cost of Goodwill caused by business combination not under
common control is the excess of combination cost and the fair value of
obtained identifiable net assets obtained from the acquiree. If the merger
cost is less than the fair value of the identifiable net assets of the acquiree
obtained in the merger, the review of the fair value of the identifiable assets,
liabilities, and contingent liabilities of the acquiree and the measurement of
the merger costs is reviewed first. Where the merger cost after review is still
less than the fair value of the identifiable net assets of the acquiree obtained

in the merger, it shall be recorded in the profit or loss for the period.

Goodwill is not amortized. Goodwill is stated at cost less accumulated
impairment losses in the balance sheet (see Note Ill.19). Goodwill is
transferred when its related assets or assets group is disposed, and

recognized in profit or loss for the period.
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

ll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

18.

Long-term deferred expenses
Long-term deferred expenses are amortized in equal installments over the

period that it enjoys benefits. Amortization periods for expenditures are:

- RRIEBRERBE - SrthE

(%)

18- REFHEER
ROGHERERZHRASH
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Amortization
Item period
BH BaEmR
Operating lease rental improvement expenditure 3 years
REBABEEERRXH 36

Impairment of assets other than inventories and financial assets

The carrying amounts of the following assets are reviewed at each balance
sheet date based on the internal and external sources of information to

determine whether there is any indication of impairment:
= Fixed assets

= Construction in progress

- Intangible assets

= Long-term equity investment

= Long-term deferred expenses

= Other non-current assets, etc.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

19.

Impairment of assets other than inventories and financial assets (Cont d)

If any indication exists that an asset may be impaired, the recoverable
amount of the asset is estimated. In addition, whether impairment evidence
exists, the Group estimates the recoverable amount of intangible assets that
have not reached the usable status at least once a year, and estimates the
recoverable amount of intangible assets with goodwill and useful life at the
end of each year. The Group amortizes the book value of goodwill based on
benefits from the synergies of the business combination on its related asset
or combination of assets, and on this basis conducts impairment test for

goodwill annually.

The recoverable amount of an asset, asset group or set of asset groups is
the higher of its fair value (see Note 111.20) less costs to sell and its present

value of expected future cash flows.

An asset group is composed of assets directly relating to cash-generation,
which is the smallest identifiable group of assets that generates cash inflows
that are largely independent of the cash inflows from other assets or asset

groups.
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

19.  Impairment of assets other than inventories and financial assets (Cont @)

The present value of expected future cash flows of an asset is determined by
discounting the future cash flows, estimated to be derived from continuing

use of the asset and from its ultimate disposal, to their present value using a

pre-tax discount rate.

If the result of the recoverable amount estimation indicates the recoverable
amount of an asset is less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. That reduction is recognized
as an impairment loss and charged to profit or loss for the current period.
A provision for impairment loss of the asset is recognized accordingly. For
impairment losses related to an asset group or a set of asset groups, first
reduce the carrying amount of any goodwill allocated to the asset group or
set of asset groups, and then reduce the carrying amount of the other assets
in the asset group or set of asset groups on a pro rata basis. However, the
carrying amount of an impaired asset will not be reduced below the highest

of its individual fair value less costs to sell (if determinable), the present value

of expected future cash flows (if determinable) and zero.

Once an impairment loss is recognized, it is not reversed in a subsequent

period.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

20.

21.

Fair value measurement
Unless otherwise stated, the Group measures the fair value according to the

following principles:

Fair value is the price which the market participants can receive from sale
of an asset or shall pay for the transfer a liability in an orderly transaction

occurring on the measurement date.

When estimating fair value, the Group considers the characteristics (including
status and location of assets, restrictions on the sale or use of assets, etc.)
considered by market participants when they determine the price of
relevant assets or liabilities on the measurement date, and adopts valuation
techniques which are applicable in the current situation and supported by
sufficient available data and other information. The valuation techniques

mainly include market approach, income approach and cost approach.

Provisions

A provision is recognized for an obligation related to a contingency if the
Group has a present obligation that can be estimated reliably, and it is
probable that an outflow of economic benefits will be required to settle the

obligation.
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)
21.  Provisions (Cont'd)

A provision is initially measured at the best estimate of the expenditure
required to settle the related present obligation. Where the effect of time
value of money is material, provisions are determined by discounting the
expected future cash flows. Factors pertaining to a contingency such as the
risks, uncertainties and time value of money are taken into account as a
whole in reaching the best estimate. Where there is a continuous range of
possible outcomes for the expenditure required, and each possible outcome
in that range is as likely as any other, the best estimate is the mid-point

of that range. Otherwise, the best estimate is determined based on the

following circumstances:

= Where the contingency involves a single item, the best estimate is the

most likely outcome.

= Where the contingency involves multiple items, the best estimate is

determined by weighting all possible outcomes by their associated

probabilities.

The Group reviewed the carrying amount of a provision at the balance sheet

date and adjusted the carrying amount to the current best estimate.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

22.

Revenue

Revenue is the gross inflow of economic benefits arising in the course
of the Group's ordinary activities when the inflows result in increase in
shareholder's equity, other than increase relating to contributions from
shareholders. Revenue is recognized in profit or loss when it is probable that
the economic benefits will flow to the Group, the revenue and costs can be

measured reliably and the following respective conditions are met.

(1)  Sale of goods
Revenue from sale of goods is recognized when all of the general

conditions stated above and the following conditions are satisfied:

- The significant risks and rewards of ownership of goods have

been transferred to the buyers;

— The Group retains neither continuing managerial involvements
to the degree usually associated with ownership nor effective

control over the goods sold.

Revenue from the sale of goods is measured at the fair value of the
considerations received or receivable under the sales contract or

agreement.

The Group's merchandise sales are mainly direct sales.
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(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

Revenue (Cont d)

(1)  Sale of goods (Contd)

22.

@

®)

Domestic product sales

The Group's domestic merchandise sales are mainly sales of
optical fiber preforms, optical fibers, optical cables and related
products. The Group is generally responsible for the delivery of
the goods to the designated place of delivery. After the goods
are delivered to the customer for acceptance and a receipt
is obtained, the major risks and rewards of ownership of the
goods are transferred to the purchaser. The Group confirms

the income from sales of goods.

Overseas sales

The overseas sales of the Group's products mainly consisted of
sales of optical fiber preforms, optical fibres, optical fibre cables
and related products to overseas exports. The Group generally
enters into offshore price terms with its customers, and the
major risks and rewards of the goods and the ownership of the
goods at the time of offshore declaration have been transferred
to the purchaser. The Group confirms the income from sales

of goods.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)
22.  Revenue (Contd)
(2)  Rendering of labour services

23.

&

&7

The Group provides labor services mainly to provide short-term
technical services. After the Group completes technical service
contents and obtains customer acceptance orders, it provides
income from labor services based on the fair value of the contract or

agreement price received or receivable.

Interest income
Interest income is recognized on a time proportion basis with

reference to the principle and the applicable effective interest rate.

Royalty income of unpatented technologies
The royalty income of unpatented technologies is calculated according
to the charging time and method agreed in the relevant contract or

agreement.

Employee benefits

)

Short-term employee benefits

Employee wages or salaries, bonuses, social security contributions
such as medical insurance, work injury insurance, maternity insurance
and housing fund, measured at the amount incurred or at the
applicable benchmarks and rates, are recognised as a liability as the
employee provides services, with a corresponding charge to profit or

loss or included in the cost of assets where appropriate.
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

ll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
23.  Employee benefits (Cont d)

(2)  Post-employment benefits — defined contribution plans

Pursuant to the relevant laws and regulations of the People's
Republic of China, the Group participated in a defined contribution
basic pension insurance in the social insurance system established
and managed by government organisations. The Group makes
contributions to basic pension insurance plans based on the applicable
benchmarks and rates stipulated by the government. Basic pension
insurance contributions are recognised as part of the cost of assets or
charged to profit or loss as the related services are rendered by the

employees.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
23.  Employee benefits (Cont d)

3

Termination benefits

When the Group terminates the employment with employees before
the employment contracts expire, or provides compensation under
an offer to encourage employees to accept voluntary redundancy, a
provision is recognised with a corresponding expense in profit or loss

at the earlier of the following dates:

= When the Group cannot unilaterally withdraw the offer of
termination benefits because of an employee termination plan

or a curtailment proposal;

= When the Group has a formal detailed restructuring plan
involving the payment of termination benefits and has raised
a valid expectation in those affected that it will carry out the
restructuring by starting to implement that plan or announcing

its main features to those affected by it.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(%)

(RRBIEERS - eRENAARET)

= ARERSFBE - SrthE

23 BIEHME)

3

FEEF
AREEBRILHERT
B2 A ARRR BB T RO 55
B EAHBBIA
R SRR M IR 45 T f
EmEE ETIMER
PH BRABERBEMNEL
WafE AR AEHE

S -

Bl

HOBHR 1B A

- AKEEFA - X
H) & X AN B R AR
HEMETE 1 H
ZEHEEHRE
I AERXEY
HETBE T At El
MEEAR - {Emee
AWK THAEE
REREANSIERE
HAR

\

I

RRERXMABROERAF / F3H2017

203



204

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

24.  Government grants

Government grants are transfers of monetary assets or non-monetary assets
from the government to the Group at no consideration except for the

capital contribution from the government as an investor in the Group.

A government grant is recognized when there is reasonable assurance

that the grant will be received and that the Group will comply with the

conditions attaching to the grant.

If a government grant is in the form of a transfer of a monetary asset, it is
measured at the amount that is received or receivable. If a government grant

is in the form of a transfer of a non-monetary asset, it is measured at its fair

value.

In addition to the government subsidy for the following policy-based
discount, a government grant obtained by the Group for acquisition or
construction or in the form of long-term asset is deemed to be related to an
asset. A government grant obtained by the Group other than asset-related
government grants is deemed to be related to income. A government grant
related to an asset is recognized initially as deferred income and amortized
to profit or loss in the same period according to a reasonable, systematic
approach by instalments over the useful life of the asset. A government
grant related to income that compensates the Group for expenses or losses
to be incurred in the subsequent periods is recognized initially as deferred
income and recognized in profit or loss in the same period in which the cost
expenses or losses are recognized. A government grant that compensates

the Group for cost expenses or losses incurred is recognized in profit or loss

immediately.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

24.

25.

Government grants (Cont d)
The accounting treatment for the policy-based concessional loan discounts

obtained by the Group was as follows:

= The finance department allocated the interest-subsidy funds to the
loan bank. If the lending bank provides loans to the Company at a
policy-based preferential interest rate, the borrowing amount actually
received was used as the book value of the loan, and the relevant
loan was calculated according to the loan principal and the policy

preferential interest rate. cost.

= If the finance department directly distributed the discount interest
funds to the Group, the corresponding discount would be used to

offset the relevant borrowing costs.

Income tax
Current and deferred tax is recognised in profit or loss except to the extent
that they relate to business combinations or items recognised directly in

equity (including other comprehensive income).

Current tax is the expected income tax payable calculated at the applicable
tax rate on taxable income for the year, plus any adjustment to income tax

payable in respect of previous years.
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(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Cont )

25.

Income tax (Contd)

At the balance sheet date, current tax assets and liabilities are offset if
the Group has a legally enforceable right to set them off and also intends
either to settle on a net basis or to realize the assets and settle the liabilities

simultaneously.

Deferred tax assets and liabilities arise from deductible and taxable
temporary differences respectively, being the differences between the
carrying amounts of assets and liabilities and their tax bases, which include
the deductible tax losses and tax credits carried forward to subsequent years.
Deferred tax assets are recognized to the extent that it is probable that
future taxable profits will be available against which deductible temporary

differences can be utilized.

Deferred tax is not recognized for the temporary differences arising from the
initial recognition of assets or liabilities in a transaction that is not a business
combination and that affects neither accounting profit nor taxable profit
(or deductible loss). Deferred tax is not recognised for taxable temporary

differences arising from the initial recognition of goodwill.

At the balance sheet date, the carrying amount of deferred tax assets and
liabilities are measured based on the expected manner of recovery or
settlement of the carrying amount of the assets and liabilities, using tax rates
that are expected to be applied in the period when the asset is recovered

or the liability is settled in accordance with tax laws.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

25.

Income tax (Contd)

The carrying amount of a deferred tax asset is reviewed at each balance
sheet date. The carrying amount of a deferred tax asset is reduced to the
extent that it is no longer probable that sufficient taxable profits will be
available to allow the benefits of the deferred tax asset to be utilized. Any
such reduction is reversed to the extent that it becomes probable that

sufficient taxable profits will be available.

At the balance sheet date, deferred tax assets and liabilities are offset if all

the following conditions are met:

— the taxable entity has the legal rights to settle the income tax assets

and income tax liabilities for the current period by net amount;

= they relate to income taxes levied by the same tax authority on either
the taxable entity has a legally enforceable right or set off current
income tax assets against current income tax liabilities, and different
taxable entities which either intend to settle the current income tax
liabilities and assets on a net basis, or to realize 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.
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING

ESTIMATES (Contd)

26.

Operating and finance leases

A lease is classified as either a finance lease or an operating lease. A finance

lease is a lease that transfers substantially all the risks and rewards incidental

to ownership of a leased asset to the leasee, irrespective of whether the

legal title to the asset is eventually transferred or not. An operating lease is a

lease other than a finance lease.

(1)

)

Operating lease charges
Rental payments under operating leases are recognized as costs or

expenses on a straight-line basis over the lease term.

Assets leased out under operating leases

The fixed assets leased out under operating leases are depreciated
in accordance with the depreciation policies described in Note
I1.13(2), and impairment provisions are made in accordance with
the accounting policies described in Note lll.19. Rental income from
operating leases is recognised as income on a straight-line basis over
the lease term. The initial direct costs incurred for assets leased out
under operating leases are capitalized, and when the amount is large,
it is charged to profit or loss for the period on the same basis as the
rental income is recognized over the entire lease term. When the

amount is small, it is directly charged to profit or loss for the period.
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Notes to the Financial Statements

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

27.

28.

29.

Profit distributions to shareholders

Dividends or distributions of profits proposed in the profit appropriation
plan which will be considered and approved after the balance sheet date,
are not recognized as a liability at the balance sheet date but disclosed in the

notes separately.

Related parties

If a party has the power to control, jointly control or exercise significant
influence over another party, or where two or more parties are subject to
common control, joint control or significant influence from another party,
they are considered to be related parties. Related parties may be individuals
or enterprises. Enterprises which is under common control only from the
State and that have no other related party relationships are not regarded as

related parties.

In addition, the Company also determines the related parties of the Group
or the Company in accordance with the Measures for the Administration of
Information Disclosure of Listed Companies promulgated by the Securities

Regulatory Commission.

Segment reporting

The Group determines the operating segments on the basis of internal
structure, management requirements and intemal reporting system. If two or
more operating segments having similar economic characteristics, and at the
same time the nature of each product and service, the nature of production
process, the type or class of customers for their products and services,
the methods used to distribute their products or provide their services;
the influence brought by law, administrative regulations on production
of products and provision of services of each of the individual operating
segment have the same or similar nature can be merged into one operating
segment. The Group determines the reporting segment after considering the

principle of materiality based on operating segments.
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
29.  Segment reporting (Contd)
Inter-segment revenues are measured on the basis of actual transaction price
for such transactions for segment reporting, and segment accounting policies
are consistent with those used for the preparation of financial statements of

the Group.

30.  Significant accounting estimates and judgments
(/)  Estimates
The preparation of financial statements requires management to make
estimates and assumptions that affect the application of accounting
policies and the reported amounts of assets, liabilities, income
and expenses. Actual results may differ from these estimates. Key
assumptions and judgments on uncertainties related to estimates are
reviewed on an ongoing basis. Revisions to accounting estimates are
recognized in the period in which the estimate is revised and in any

future periods affected.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

(%)
29

30

- RRIEBRERBE - SrthE

DEE/E(E)
AREERRED BRER - 28
AR ZBARERR HERRE
RETE - AN BREMEAH
SRR ARR AR E I Bk
FIERAM SRR — 5 -

FTESH{EE R M
() &t

WA B HRRE - AEE
EEEFEERMIMR
R BB NRREY
SHHENEALEE
BE WARERNEHE
EXTE - BERBLARE
B LfGE AR - REE
EEBH MG ROER
R AR A HETE A 3= A9 A
ETRENE - gFthEt
BENFEEERTEHN
ARIRHIRE T AR -




Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
30. Significant accounting estimates and judgments (Cont d)
(1)  Estimates (Contd)

@)

Aparting from the information of risk factors and fair value assumption
of the Depreciation and amortization of assets other than fixed
assets and intangible assets (see Note lll, I3 and 16) and impairment
of various types of assets (see notes V.4, 8, 12, 13, 14 and |5 and
note XV.| and 3), other key sources of estimation uncertainty are as

follows:

(i) Note V.16 - Confirmation of deferred income tax assets.

Judgments

In preparing this financial statement, management used significant
accounting judgments made by the Group's accounting policies. For
the accounting policy judgments made by the management that have
the most significant influence on the amounts recognized in the financial
statements, refer to Note Ill. 9(3) Termination of Recognition of

Financial Assets and Financial Liabilities and Note V.3 Bills receivable.
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(BRI SREMAARET)

SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)

31

Changes of accounting policies

(1)  Description of and reasons for changes in accounting policies

In April and May 2017, the Ministry of Finance promulgated the
“Enterprise Accounting Standards No. 42 - Non-current Assets for
Sale, Disposal Groups, and Termination of Operations” (hereinafter
referred to as “Guidelines 42") and the amended “Accounting
Standards for Business Enterprises No. 16 - Government Subsidies
(hereinafter referred to as “Guideline 16 (2017)"), of which Code
No. 42 and Code No. 16 (2017) became effective on 28 May 2017
and 12 June 2017 respectively.

The major accounting policies following the adoption of the above

accounting standards have been listed in Note |Il.

At the same time, the Ministry of Finance promulgated the “Circular
on Revising the Format of Financial Statements for General
Enterprises” issued by the Ministry of Finance in December 2017
(Accounting [2017] No. 30). The Group prepared its annual financial

statements for the year 2017 in accordance with this regulation.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

(%)
31

E

(1)

- RRIEBRERBE - SrthE

B BRNEE

BEHABERFH

B BR B8 20174 A &5
RAoRl B T Eest
BRENHE——RFEFE
HIERBEE  REAM
2 F 45 & (LA TR 5 [ £
A1425% 1) R & &7 S ak %
SHHERE 165 — —BF
B IUAT EREIER 6
5% (2017)1) - A R4
5% B2017F5H280 &
W17 ER 1655 (2017) A
2017% 6 A 12 BiHE1T °

RA bRt ERE
MEBEFBREEN T
ZHIR

R - BIEREDRS 2017 €F 12
AR TCRRMERT N —
BREEHBREBANAE
(B €2017] 30%%) °
AEBRBRIZATHEE
2017 FEMBRE °




Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
31.  Changes of accounting policies (Cont d)

(1)

Description of and reasons for changes in accounting policies
(Cont'd)
The main influences of the Group's adoption of the above accounting

standards and requirements of the enterprise are as follows:

() Govemment subsidy

The Group re-examined the government grants that existed
on | January 2017 in accordance with the provisions of the
Standard No. 16 (2017), and adopted future applicable laws to

change the relevant accounting policies.

The impact of adopting this standard on the Group is as

follows:

®  Forincome-related government grants, when they are
included in the income statement, they are changed
from non-operating income to other income, deducted

borrowing costs, or included in non-operating income;
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
31.  Changes of accounting policies (Cont d)
(l)  Description of and reasons for changes in accounting policies
(Cont'd)
(i) Government subsidy (Contd)

®* The government subsidy standard changes the
amortization method of the deferred income of
government subsidies originally related to assets from
the average distribution within the service life of the
relevant assets to a reasonable and systematic method
of allocation. For the Group, a reasonable and systematic
approach remains to be evenly distributed over the

useful life of the relevant assets.

(i) Income from disposal of assets

The Group prepared its financial statements for the year 2017
in accordance with the format of the financial statements
as stipulated in [2017] No. 30, and adopted retrospective
adjustment methods to adjust the presentation of comparative

financial statements.
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Notes to the Financial Statements

lll.  SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING
ESTIMATES (Contd)
31.  Changes of accounting policies (Cont d)

(!)  Description of and reasons for changes in accounting policies

@)

(Cont'd)

(i) Income from disposal of assets (Cont d)

According to the requirements of the document, the Group
added “assets disposal gains/losses” items to the income
statement to reflect the disposal gains or losses arising from the
disposal of fixed assets, construction in progress and intangible
assets. The above items were originally reflected in non-

operating income and non-operating expenses.

How the changes have impact on the financial statements
In addition to the above mentioned presentation adjustments, the
above changes in the accounting standards and regulations of the

enterprise have no significant impact on the financial statements.
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

IV.  TAXATION - P
I.  Major taxes and tax rates I+ FERERHE
Types Tax basis Tax rates
BE BB BE
Value The amount of output tax calculated on the basis of sales revenue and taxable service income 6% or 17%
added tax  calculated in accordance with the tax law, after deducting the amount of input tax that can be
deducted in the current period, the difference is the value-added tax payable.
2ER BBEREFENHE SRR SHRARERFEHBARE - ENREDRAF 6% or 17%

BMRERARER - ZRED [EEER

Business tax ~ Before | May 2016, tax was charged on business income. According to the fiscal and taxation 5%
[2016] No. 36 document jointly issued by the Ministry of Finance and the State Administration
of Taxation, since | May 2016, all business taxpayers nationwide have been included in the
scope of business tax for VAT reform pilots, and they have changed from paying business tax to
paying value-added tax.

EEM 2016F5H | BAT - REH & RWAGHE o RIZV RN BB 2B A 2 Mo a0 i 5%
Bi[2016] 3653 - B2016F5 A I HEZEBEN LS EERATAMALER K
BIBERSHEE - ABMEERBAERIEER

Enterprise Calculated according to taxable income Note

income tax

LEMEE REMRASETE it

Note: The income tax rates applicable to the Company and subsidiaries located
in Mainland China in 2016 and 2017 are 25%. The statutory tax rate of the
subsidiaries established by the Company in Hong Kong in 2016 and 2017 is
[6.5%. The statutory tax rate for the subsidiaries of the Company established in
the Republic of Indonesia in 2016 and up to 2017 is 25%. The statutory tax rate
for subsidiaries of the Company established in the Republic of South Africa in
2016 and 2017 is 28%. The statutory tax rate of the subsidiary established by the
Company in the Kingdom of Thailand in 2017 is 20%. The statutory tax rate of
the company's subsidiary in the Republic of the Philippines in 2017 is 30%. The
statutory tax rate for the subsidiaries of the Company established in the State of
Israel in 2017 is 24%.
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Notes to the Financial Statements

IV. TAXATION (Contd)

2.

Tax incentives

According to the High-tech Enterprise Certificate No.GR201442000078
issued by the Hubei Provincial Department of Science and Technology,
Hubei Provincial Department of Finance, Hubei Provincial State Revenue and
Hubei Provincial Local Taxation Bureau, the Company was entitled to High
Tech Enterprise qualification from 4 October 2014 to | November 2017,
and enjoyed a preferential tax rate of 15% with preferential tax treatments
in deductions from research and development costs. According to the High-
tech Enterprise Certificate No. GR201742002234 issued by Hubei Provincial
Department of Science and Technology, Hubei Provincial Department of
Finance, Hubei Provincial State Revenue and Hubei Provincial Local Taxation
Bureau, from 30 November 2017 to 30 November 2020, the Company
would be entitled to High Tech Enterprise qualification, and enjoyed a
preferential tax rate of 5% with preferential tax treatments in deductions
from research and development costs. Therefore, the Company was entitled

to a preferential tax rate of [5% in 2016 and 2017.

According to the High-tech Enterprise Certificate No. GR201542000605
issued by Hubei Provincial Department of Science and Technology, Hubei
Provincial Department of Finance, Hubei Provincial State Revenue and Hubei
Provincial Local Taxation Bureau, EverPro Technologies Company Limited, a
subsidiary of the Company, was entitled to High Tech Enterprise qualification
and enjoyed a preferential tax rate of 15% from 28 October 2015 to 28
October 2018.
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(BRI SREMAARET)

IV.  TAXATION (Contd)
2. Taxincentives (Contd)

According to Article 2 of Notice on Issues Concerning Tax Policies on
Further Implementing the Strategy of Western Development issued by
the Ministry of Finance, General Administration of Customs and State
Administration of Taxation [Cai Shui (2011) No.58], Yangtze Optical Fibre
and Cable Lanzhou Co, Ltd, a subsidiary of the Company, is an enterprise
under the preferred industry set up in the western region, which was entitled

to a preferential tax rate of 5% from | January 2016 to 31 December 2018.

According to the High-tech Enterprise Certificate No. GR201744200547
issued by Shenzhen Science and Technology Innovation Committee,
Shenzhen Finance Committee, Shenzhen State Administration of Taxation
and Shenzhen Local Taxation Bureau, Shenzhen YOFC Connectivity
Technologies Co., Ltd, a subsidiary of the Company, was entitled to High

Tech Enterprise qualification, and enjoyed the preferential tax rate of 15%

from 17 August 2017 to 17 August 2020.

According to the High-tech Enterprise Certificate No. GR201742000482
issued by Hubei Provincial Department of Science and Technology, Hubei
Provincial Department of Finance, Hubei Provincial State Revenue and
Hubei Provincial Local Taxation Bureau, Yangtze Optical Fibre (Qianjiang)
Co, Ltd, a subsidiary of the Company, was entitled to High Tech Enterprise

qualification and, and enjoyed the preferential tax rate of 15% from 28

November 2017 to 28 November 2020.
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Notes to the Financial Statements

IV. TAXATION (Contd)

2.

Tax incentives (Cont d)

According to the High-tech Enterprise Certificate No. GR201742001399
issued by Hubei Provincial Department of Science and Technology, Hubei
Provincial Department of Finance, Hubei Provincial State Revenue and Hubei
Provincial Local Taxation Bureau, Wuhan E3cloud Information Technologies
Co., Ltd. (former named “Wuhan E3cloud Information Technology Co.,,
Ltd."), a subsidiary of the Company, was entitled to High Tech Enterprise
qualification, and enjoyed the preferential tax rate of 15% from 28

November 2017 to 28 November 2020.

According to the High-tech Enterprise Certificate No. GR201721000823
issued by Liaoning Science and Technology Department, Liaoning Provincial
Department of Finance, Liaoning Provincial State Revenue Agency and
Liaoning Provincial Local Taxation Bureau, Yangtze Optical Fibre and Cable
Shenyang Co,, Ltd, a subsidiary of the Company, was entitled to High Tech
Enterprise qualification, and enjoyed the preferential tax rate of 5% from |
December 2017 to | December 2020.
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(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

I AHMBBREREE

I.  Cash and cash equivalents |+ E¥ES
3| December 3| December
2017 2016
20175 20165
Item HE 12A31H 12H31H
Cash in hand EFHRE 556,518 757,045
Cash at bank RITEK 1,798,957,041 142181798
Time deposits EHITF R — 205,000,000
Total &t 1,799,513,559 1,627,575,026
Including: total amount deposited overseas Heb - FRAERIMNIRIEESR 42,384,736 40,835,120

On 31 December 2016, the time deposits of the Company were pledged to
HSBC Bank (China) Co., Ltd. Wuhan Branch. Please refer to Note V.|| for

details.

As at 3| December 2016 and 3| December 2017, there were no

restrictions on repatriation of funds deposited overseas by the Group.
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V.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
2.

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOMBEREREE@)

Financial assets at fair value through profit or loss 2 UAREEFEEHZHIAE
HESNERMEE
3| December 3| December
2017 2016
2017 20165
Type BE 12831 H 12A31H
Trading financial assets RHMERMEE
Of which: Equity instrument investments Hep S TARE 4,599,225 5,603,139
Total &t 4,599,225 5,603,139
Bills receivable 3+ ERE
()  Bills receivable by category () ERELESE
3| December 3| December
2017 2016
2017 20164
Type BE 128318 12A31 8
Bank acceptance bills RITHEAER 579,044,400 176,070,852
Commercial acceptance bills [SEZS 9,502,232 —
Total &t 588,546,632 176,070,852

The aforementioned bills receivable were due within one year.

TRRREEER—FRA

FIE -
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

222

3. Bills receivable (Contd) 3 BUWEERAE)
(2)  Bills receivable endorsed or discounted at the end of the year and 2 FEAFXEFEEEHEH
undue at the balance sheet date: BHEEEASEZH A
Amount Amount not

derecognized at
the end of 2017

derecognized at
the end of 2017

2017 FER 2017 FER

Type BE RUIRIAEE RALBISH
Bank acceptance bills RITEREER 225,113,959 18,822,252
Total i 225,113,959 18,822,252
Amount Amount not

derecognized at  derecognized at

the end of 2016 the end of 2016

016 FER 016 FER

Tipe B KIERSE RRILERLE
Bank acceptance bills RITHEAER 293,778,323 45,268,646
Total = 293,778,323 45,268,646
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Notes to the Financial Statements

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
3. Bills receivable (Contd)

(2)  Bills receivable endorsed or discounted at the end of the year and

undue at the balance sheet date: (Cont d)

@

Undue discounted or endorsed bank acceptance bills with full

amount derecognised

In 2016 and 2017, the Group discounted certain bank bills
receivable from certain banks in China or endorsed them to
the Group's suppliers (“Derecognized Bills") and derecognized
them on 3| December 2016 and 31 December 2017. The
carrying amounts of the outstanding and non-receivable bills
receivable that have been derecognised on 3| December
2016 and 3| December 2017 are RMB3,000,000 and
RMB Nil respectively. The carrying amounts of undue bills
receivable that have been endorsed and derecognized are
RMB290,778,323 and RMB225,113,959 respectively. As at 31
December 2016 and 3| December 2017, the remaining period

of the Derecognized Bills was | to 6 months.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

i AOIMBHRREEERE)
3- EURREE)

?)

FAXEFEEELCH
BHESEABZAMA
BN ER : (&)

(a) R TERAIRE)

HE R AEEFER
TR ER

20165 %2017 -
AEE#ETRKGER
TREBRR NP EH
ETRITAEER
AEEHERIR
LEHERARE]) I
R2016F 12831 H
K2017F 12A31H
1 E AR IEHERR © 2016
128318 &2017
F2A3BEHR
I B & IEERE R
IEERERENR
HEBEIRN/AR
#3,0000007C & A
REZTrT-BE5&
I B RIEERE R
3 HA R W R B B BR
HeBEIRNAAR
#9907783237C &
A R #225,113,959
JLeo M2016F 12 A
318 &%2017F 12 A
31H RIEERE
BRGRBARBIE6
@A -
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
3. Bills receivable (Contd)
(2)  Bills receivable endorsed or discounted at the end of the year and

undue at the balance sheet date: (Cont d)

(a)  Undue discounted or endorsed bank acceptance bills with full

amount derecognised (Contd)

According to the Bill Law of the People’s Republic of China,
if the acceptance bank of bills receivable that is discounted
or endorsed by the Group refuses to pay, the holder has
recourse to the Group. The Board of Directors believed that
for the discounted or endorsed bills that were derecognized,
the Group had substantially transferred almost all the risks and
rewards of the bills. Therefore, the Group had derecognized

these bills in full.

Due to the recourse rights of the bearer, the Group continued
to be involved in the derecognition of the notes, and the
continued exposure to the maximum risk exposure resulting in

the loss of the Group amounted to its full amount.
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Notes to the Financial Statements

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
3. Bills receivable (Contd)

(2)  Bills receivable endorsed or discounted at the end of the year and

undue at the balance sheet date: (Cont d)

@

Undue discounted or endorsed bank acceptance bills with full

amount derecognised (Contd)

As of 3| December 2016 and 31 December 2017, the amount
of the Group's expenses on the bill discounting date was
RMB533,732 and RMB Nil. The Group did not recognise profit
or loss on the bill endorsement date, nor did it recognize the
profit or loss for the period or accumulated gains and losses

due to continued involvement in the relevant bills.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

i AOIMBHRREEERE)
3- EURREE)

?)

FAXEFEEELCH

BHESEABZAMA

BN ER : (&)

(a) R TERAIRE)
HEA RS EEZR
TRSERE ()

B Z=206F 12831
B &2017F 12 A3
B AEERER
BEOHEANE R
EEINRARYE
5337 TR AR
T AEERERE
BERAREREE
i AREEE S A
AREMERE Bk
RiHEs o
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
Bills receivable (Cont d)
(2)  Bills receivable endorsed or discounted at the end of the year and

undue at the balance sheet date: (Cont'd)

(b)  Undue discounted or endorsed bank acceptance bills with full

amount not derecognised

As at 3| December 2016 and 3| December 2017, apart
from the the Derecognized Bills disclosed in note V.3(2) (a)
above, the Group continued to recognise discounted bills
and endorsed bills of RMB42,331,117, RMB nil and RMB Nil,
RMB18,822,252. With respect to this portion of discounted or
endorsed bills, the Board of Directors believed that the Group
still retains virtually all its risks and rewards, including the risk of
default on discounted and endorsed bills. Therefore, the Group
continued to fully recognized this portion of the discounted and
endorsed instruments. The bills, at the same time, confirmed
the related payment due to the bank borrowings generated
by discounting and the settlement of the endorsed bills. After
discounts and endorsements were transferred, the Group
no longer retained any right to use discounted and endorsed
bills, including the sale, transfer or pledge of discounted or
endorsed bills to the third party. As at 31 December 2016
and 31 December 2017, the carrying amounts of the bills of
discounted bills and the accounts settled by the endorsed bills
that continue to be recognized were RMB nil, RMB45,268,646,
RMB nil, and RMB 18,822,252, respectively. The board of
directors believed that there is no significant difference in the

fair value of the transferred assets and related liabilities.
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Notes to the Financial Statements

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

4. Trade receivables

(1)  Analysis of trade receivables by the type of customers:

@)

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOMBEREREE@)

4 -

J& UIR K

() EREFZEFELD

uF:

3| December

3| December

2017 2016
20178 20164
Type BE 12A31H 12 A31H
Due from related parties JEE L5t B Bt A ] 111,065,716 168,537,527
Due from third parties BKRE=FEF 1,776,966,338 757,382,244
Sub-total et ,888,032,054 1925919,771
Less: allowance for doubtful debts W BERAEE 53,374,810 43964275
Total a5t ,834,657,244 1,881,955496
Ageing analysis of trade receivables: (2) EWEZZKE S W
7
3| December 3| December
2017 2016
20175 20164
Ageing AR iR 128318 128318
Within | year (I year inclusive) | FAR(E | 5) 1,668,732,868 1,828,670,885
-2 years (2 years inclusive) | EE2F(E25) 173,307,893 69,926,487
2-3 years (3 years inclusive) 2EEIF(E3IF) 23,718,969 14,655,49 |
3-4 years (4 years inclusive) 3E4E(B45F) 8,474,785 2.816,380
4-5 years (5 years inclusive) 4ZE5F(85F) 6,503,837 3,003,965
Over 5 years S5FE 7,293,702 6,846,563
Sub-total g ,888,032,054 1925919,771
Less: allowance for doubtful debts W BRER 53,374,810 43964,275
Total G 1,834,657,244 ,881,955496

The ageing of trade receivables is calculated from the date of

recognition.

R B EUCRKIER B
PR E -
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) - SR RIEESEZ)
4, Trade receivables (Contd) 4. EWERGE)
(3)  Analysis of trade receivables by category (3) EREDDEHE

31 December 2017

017§ 12A31 A
Book value Allowance for doubtful debts
RESE BRER
Type Note Amount  Proportion (%) Amount  Proportion (%) Carrying amount
%53l E £8 B (4 28 pl)  BEEE
Individually significant and BEeBE AV ERTRT
assessedf or impairment SRR YRS
individually @) = = = = =
Collectively assessed for ZERRREHASHRER
impairment based on credit  EERIEIKERR
risk characteristics (b)
Group | el 111,065,716 6% 3,537,485 7% 107,528,231
Group 2 iV 1,215,227,123 64% 19,842,884 37% [,195,384,239
Group 3 a3 554217,110 29% 22,472,336 2% 531,744,774
Group Sub-total A 1,880,509,949 100% 45,852,705 86% 1,834,657,244
Individually insignificant but BB EAEAEERER T
assessed for impainment IR YRS
individually 7,522,105 0% 7,522,105 14% =
Total At 1,888,032,054 100% 53374810 100% 1834657244
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V.

Trade receivables (Cont d)

Notes to the Financial Statements

(3)  Analysis of trade receivables by category

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

h- AOUBHRERZEE)
4. ERERE)
(3) BN ERKE

31 December 2016

W016F12A31H
Book value Allowance for doubtful debts
EaE BEER
Type Note Amount Proportion (%) Amount Proportion (%)  Carrying amount
5 & 4% ) e f  EEEE
Individually significant and BESEE AV EFHRT
assessed for impairment SRR YR
individually (@) = = = = =
Collectively assessed for RiERRREEA S RER
impairment based on credit  EEHIEUEEF
risk characteristics (b)
Group | Ha 168537,527 9% 5301,849 12% 163235678
Group 2 a2 1,466,289,007 76% 23,155,602 53% 1,443,133,405
Group 3 a3 290,723420 15% 5,137,007 34% 275586413
Group Sub-total e 925,549,954 100% 43594458 9% 188195549
Individually insignificant but ~ ERGFBFIEABERHET
assessed for impairment R YRS
individually 369817 0% 369817 1% =
Total CH 1,925919,771 100% 43964,275 100% 1,881955496

(@)  During the reporting period, the Group did not have trade

receivables that are individually significant and assessed for

impairment individually.

@ AKERHEHANE
FRTFEERESR
BAYEERTE
AR U AR SN -
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

4. Trade receivables (Contd) 4. FEWRERE)
(3)  Analysis of trade receivables by category (Cont d) () EREZZEHE (&)
(b)  Trade receivables which are collectively assessed for (b)y #HEHR  FREZER
impairment using the ageing analysis method at the end of the DTSRRI R
year: B FEMAR K -
31 December 2017 2017%F 12831 H
Allowance

for doubtful

Book value debts Percentage
Ageing AR IREEREE BRERE HEA4]
Within | year | FLAA 1,812,874,834 30,866,986 2%
Over | year but within 2 years | =2F 41,165,286 2,838,048 7%
Over 2 years but within 3 years 2 ZE 3 7,948,137 1,314,838 17%
Over 3 years but within 4 years 3 & 44F 10,612,385 3,540,071 33%
Over 4 years but within 5 years 4 £ 54 1,316,530 699,986 53%
Over 5 years SEME 6,592,777 6,592,776 100%
Total At 1,880,509,949 45,852,705 2%
31 December 2016 2016F 12 A3 H

Allowance
for doubtful

Book value debts Percentage
Ageing BRR ARE R BRERE FHRLL A
Within | year | FLAR [,847,623,006 28,826,183 2%
Over | year but within 2 years | Z25F 50,886,690 3,827,263 8%
Over 2 years but within 3 years 2 ZE 34 14,561,196 1,558,392 1%
Over 3 years but within 4 years 3 & 44F 2,628,534 913214 35%
Over 4 years but within 5 years 4% 54F 3,003,965 1,622,843 54%
Over 5 years SELLE 6,846,563 6,846,563 100%
Total A&t 1925549954 43,594,458 2%
Please refer to Note IIIl.10 for the accounting policy for BEZESKENE
determining the group. FTHREF2EMA

=°10¢c
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
4. Trade receivables (Contd)

(4)  Additions and recoveries or reversals of allowance for doubtful

debts during the Reporting Period:

4 -

- B BBREREEE)
FE W Bk (42

“4) HEHATERKEHZE
HRERREX -

3| December

3| December

Note 2017 2016
2017 £ 20165
[ 128318 124318
Balance at the beginning of FHIEREE
the year 43,964,275 45,956,798
Addition/(recoveries or reversals) A& &4,/ (8 E)
during the year 11,304,765 (1,788,414)
Written-off during the year RERZH (b) (1,894,230 (204,109)
Balance at the end of the year ~ FRERZE 53,374,810 43,964,275
(@) At the end of each reporting period, the Group assesses and @) AEERZBEHKR
calculates the balance of allowance for doubtful debts according i BR 7N 5= (B e U BR 3k
to the accounting policies and accounting estimates of the BREBNGEER
Group's allowance for doubtful debts for trade receivables e (250
(see Note lll.10). The impairment amount were accrued or F=10)FHALE
reversed after comparing with the balance of allowance for HIZREHRTE B
doubtful debts of the previous fiscal year. HE F—@FEN
ZRRE R ERETL
Bi&  stiRERE
FHERERBEHE -
During the reporting period, the Group did not have significant REBEREHART
recoveries or reversals for trade receivables that had been FHEE 2B eskaT
fully impaired or provided with a relatively large proportion of RECK L B BR 1R
allowance for doubtful debts collected or reversed. BN IR R £ S5
BRIk E B HY
B o
(b)  During the reporting period, the Group did not write-off trade (b) AEBEREHAE
receivables with significant individual amount. BEIHSBEE AR ER

FRIXE o
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
4.

5.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

I EOMBERERTE@E)

Trade receivables (Cont d) 4. FEWRERE)
(5)  Five largest trade receivables by debtors at the end of the year (5) HBRATEEHERGE
B E RN
As at 31 December 2016 and 31 December 2017, the subtotal of BEIE 20169 12 31 HR 2017
five larget trade receivables of the Group is RMBI,369,896,993 and FNAZNAB REBESKH
RMBI,162,479,792, respectively, representing 71% and 62% of the RAZBEUWEERE 7
total balance of trade receivables respectively. The corresponding Al A AR I369,896993
allowance for doudtful debts is RMB23,523,449 and RMB23,872,307, TR AR ®|162479,792
respectively. T 2 Alh W BR K F
RERE AT EHATI%M
62% o 18 & 5t 12 H9 3Z BR
EHEFRFEAT DA
R2353449 T R AR %
23,872,307 T °
Prepayments for raw materials 5. FEFE
(1) Prepayments for raw materials by category: () FBHFEZEI AT -
31 December 31 December
2017 2016
20174 20165
Item A 12A31H 12 A3 R
Related party ULkl 482,670 3,492,042
Third party HENE=A 74,350,959 45,575,564
Total Bt 74,833,629 49,067,606




V.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i
5.

Prepayments for raw materials

Notes to the Financial Statements

(2)  Ageing analysis of prepayments for raw materials:

¢

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

M ERREETEE)
5. FENNE
2 FEMNFEZEEF TN

T
31 December 2017 31 December 2016
20175128318 2016512431 H
Amount Percentage (%) Amount  Percentage (%)
Ageing IRER Tt £l (%) o EE 1l (%)
Within | year | FAR(E | F)
(I year inclusive) 73,867,013 99% 48,646,263 99%
Over | year but within | Z2F(825F)
2 years (2 years inclusive) 897,612 1% 405,293 1%
Over 2 years but within 2E3F(83F)
3 years (3 years inclusive) 67,324 0% 14,370 0%
Over 3 years 3FNLE 1,680 0% 1,680 0%
Total &t 74,833,629 100% 49,067,606 100%

The ageing of prepayments for raw materials

from the date of recognition.

is calculated starting

Top five balances of prepayments for raw materials by prepaid item

as at the end of the year

As at the end of 31 December 2016 and 31 December 2017, the

Group's top five balances of prepayments for raw materials for the
year totalled RMB26,375,658 and RMB35,040,599, respectively,
accounting for 54% and 47% of the Group's total balance of

prepayments for raw materials as at the end of the year.

Rk BEMSURER B L

FIIRETE

(3) HENHREENELXG
BEAIE BRI SRR
B E2016F 12A31H
X2017F12A318 ¢
REEBRER ABHTE
MTRIBEEFESBR/A
R #26,3756587C & A
R #¥35040,5997C ° o
RME TR FRIA G RERTE
AT EA) 54% F1 47% °
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
6. Dividends receivable

(!)  Dividends receivable by category:

I EOMBERERTE@E)

6 BURA

() ERBRFZE:

31 December 31 December

2017 2016

20174 20165

Invested company HREEN 12A31H 12 A3 A
Yangtze Optical Fibre and Cable RARSCENE(LEB)BRIA

(Shanghai) Company Ltd. 12,851,123 10,406,910
Tianjin YOFC XMK| Optical RERREBXABEERAT

Communication Co,, Ltd. = 18,081,000

Wuhan Guangyuan Electronic RERRETRRERAR
Technology Co., Ltd. 522,213 522213
Total GEl 13,373,336 29,010,123
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V.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i
6.

Notes to the Financial Statements

Dividends receivable (Cont d)

(2)  Significant dividends receivable ageing over one year:

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

M ERREETEE)
6 ERRF (&)
2) EEWKRRER|FHEK

BF -
Whether
31 December 31 December occurred
2017 2016 impairment
Invsted company 20175 2016 Unrecovered reason T8
HEREEQ 12A31H 12A318  REEHERE BFARE
Tianjin YOFC XMK] Optical = [8081,000 The invested company No
Communication Co,, Ltd. delayed the payment of A
REERBEABEARAA dividends to shareholders
of both parties, and
the shareholders of
both parties passed
a resolution to stop
dividends in May 2017.
AR E BAHEER
SRR SATA -
BRBRN 20175
5 ABBE AL
.
Total = 18,081,000
CE
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) R SOt BHRRBETE(Z)

7. Other receivables 7 HtEKRK
(1) Analysis of other receivables by the type of customers: () EBMERZEEFEFS
WHT -
31 December 31 December
2017 2016
20175 2016%F
Type of customer EFER 12A31H 12431 A
Related companies JE W B 2 7] 40,558,109 43,096,256
Non-related companis JE W FE R A R 57,791,443 67,493,086
Sub-total NET 98,349,552 110,589,342
Less: Allowance for doubtful debts W EEREE = =
Total X 98,349,552 110,589,342
(2)  Ageing analysis of other receiables: (2) BRMERTZKE T
7
31 December 31 December
2017 2016
2017 F 20164
Ageing BR# 12A31H 12A31 8
Within | year (I year inclusive) | FLAR(E 1 ) 92,100,774 100,533,841
[-2 years (2 years inclusive) | FE2F(825F) 3,953,932 5942420
2-3 years (3 years inclusive) LEEIF(E3IF) 1,988,702 1,895,935
Over 3 years 3FEME 306,144 2217,146
Sub-total NEF 98,349,552 110,589,342
Less: Allowance for doubtful debts AR — —
Total X 98,349,552 110,589,342
The ageing of other receiables is calculated starting from the date of fe B H b U AR R R
recognition. H iﬁaﬁ 1REtH -
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V.

Notes to the Financial Statements

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i

7.

Other receivables (Cont d)

(3)  Analysis of other receivables by nature of amounts:

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

SR BERREETREE)
7. HUERRE)
(3) BMtEUZEZENEMES
-

3| December 3| December

Note 2017 2016
20175 20164
Nature of amounts REME o 12A31H 12 H31H
Amount due from & W B s 1 )
related companies (@) 40,558,109 43,096,256
Wealth management products 2B/ EE f4 (b) — 5,000,000
Amount due from loans of e L EAR R 1A 5K
non-controlling interests (©) 12,906,155 13,284,541
Security deposits for tender BigRES 18,045,922 12,438,700
Interests receivable Y & = 13,580,548
Others Hitb 26,839,366 23,189,297
Sub-total INEE 98,349,552 110,589,342
Less: allowance for doubtful W AR
debts = —
Total At 98,349,552 110,589,342

(@) Asat 3| December 2016 and 3| December 2017, the Group

provided principal entrusted loan principal of RMB40,000,000

and RMB40,000,000 respectively to the Group's joint venture,
Yangtze Optical Fibre and Cable Sichuan Co., Ltd., and the
loan interest rate range was 3.6% - 5.0% and 4.002% - 4.75%

respectively.

(a) M2016F12A31H
%2017F12AR3
A AEERAEE
MedbERME
HrEMIERR
ARBEETEXRR
EEFHPAINAAR
%5 40,000,000 7T 1 A
R ¥ 40,000,000 *
ERMNEBES A
3.6% - 5.0% F14.002%
- 4.75% °
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
7. Other receivables (Contd)

(3)  Analysis of other receivables by nature of amounts:(Contd)

(b)

The wealth management products were bank wealth
management products purchased by the Group. As at 3|
December 2016, the total value of the principal of the wealth
management product was RMB5,000,000 and the annualized

return was 2.4%.

The loans of non-controlling interests were the loans of holder
of non-controlling interests in PT. Monaspermata Persada of
PT.Yangtze Optical Fibre Indonesia, a subsidiary of the Group.
The principal amount was US$3,300,000 and the interest rate
was 4.85%, which will expire in 2018.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

I EOMBHKREEERE)
7. HUEKRRE)
(3) BMtEUZEZENEMES
HEx (&)

(b)

BMEMRARE
BEMRTENE
me M2016%F 12
A3 B BHMER
reEdRARE
5000,0007C © F 1k

N

W 52.4% °

PEBERRERSAR
SEEWT QA
PT.Yangtze Optical
Fibre Indonesia”
BRREBEHAA
PT Monaspermata
Persadaf) f& K °
A £ 733,300,000
L FI R B4.85%
2018 FAZIH -
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Notes to the Financial Statements

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
Other receivables (Cont d)

7.

&7

Top five other receivables by debtor as at the end of the year

3| December 2017

+ -

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

EOHMBRREB TR E)

7 EfEWEKE)
) BRASBENEFBE

receivables at the

A EHEMERIER
2017512831 H

Percentage of total

balance of other Balance of

allowance for

end of the year (%) doubtful debts

R E A R at the end of

FRBE the year

Name of company Nature Closing balance Ageing AT EMEL A BIRER

BuEE MEMEE FREBHE iR (%) ERBE

Yangtze Optical Fibre and Cable Sichuan  Entrusted loan 40,210,117 Within | year 41% —

Company Ltd.

EREBEAEDNERAR ZEER 3PN

PT MONASPERMATA PERSADA Borrowing 12,906,155 Within | year 13% =
PT MONASPERMATA PERSADA fiE5% I A

China Mobile Communications Group Performance bond 6,553,159 Within | year 7% =
REEHREEE BHRES I BA

China Telecom Group Corporation Performance bond 4,127,180 Within | year 4% =
FHEEREAR BHRES 3PN

Shin-Etsu Chemical Industry Co., Ltd. Substitution expenses 4,040,349 Within | year 4% —
EREBTERA M REXH I LA

Total 67,836,960 69% =

At
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
7. Other receivables (Contd)

&7

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

Top five other receivables by debtor as at the end of the year

(Cont'd)

31 December 2016

i AOIMBHRREEERE)
7. HttEEWR(E)

)

BRI TR R
FEEHRMERZIER
(%)

2016F 124318

Percentage of total
balance of other Balance of

receivables at the allowance for

end of the year (%) doubtful debts
A LAl P WOk at the end
FRBE of the year
Name of company Nature Closing balance Ageing AFtEHLL B RERAER
BUER FENME R ik (%) ERGHE
Yangtze Optical Fibre and Cable Sichuan ~ Entrusted loan 40,224,458 Within | year 37% =
Company Ltd.
ERCEEER)IERAR ZEER |4 LAY
HSBC Bank (China) Co, Ltd. Interests 13,580,548 Within | year 12% =
ELRTT (FE) BERAR FE | AR
PT MONASPERMATA PERSADA Borrowing 13,284,541 Within | year 12% —
PT MONASPERMATA 53R 1A
PERSADA
China Mobile Communications Group Performance bond 4312,298 Within | year 4% =
Beijing Co., Ltd.
RERHRERE BhRES |4 LAY
ERBRAR
Wauhan Yangtze Optical Technology Rent 2,217,146 Over 3 years 2% =
Co, Ltd.
REREHBEBR R i 3EE
Total 73618991 67% =
st




V.

Inventories

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) - EFUERREEGEE)
8- TE
Inventories by category () FEZE
31 December 2017
2017F 128318
Provision for

diminution Carrying
Book value in value amount
Inventories by categories FEEE AREEREE BEEE AREEE
Raw materials and spare parts JRAEL R 330,431,263 (22,399,006) 308,032,257
Work in progress HEEm 85,671,988 (230,360) 85,441,628
Finished goods in stock [ETF R m 343,766,407 (6,772,126) 336,994,281
Total &t 759,869,658  (29,401,492) 730,468,166

31 December 2016

2016F12A31R

Provision for

diminution Carrying
Book value in value amount
Inventories by categories FEER BRE BT BEER REEE
Raw materials and spare parts R R 264392804  (28,888813)  235503,99
Work in progress HEmM 78,866,407 (512,054) 78354353
Finished goods in stock [ETF R m 331,293,156 (773945) 330519211
Total aat 674552367  (30,174,812) 644,377,555
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) T EFUMERREEGEE)
8. Inventories (Contd) 8 FE(E)
(2)  Analysis of the movements of inventories for the year (2) FEXEZEER U
-
Opening Closing
balance on balance on
| January Increase Decrease 3| December
2017 during during 2017
2017 F the year the year 2017 %
Inventories by category ~ FEEE |BIBSHE AFEME AFEHIE 1283 ARE
Raw materials and spare parts [R5 & 14 264,392,804  6,906,388,194  (6,840,349,735) 330,431,263
Workin progress TEm 78,866,407  1,195459,534 (1,188,653,953) 85,671,988
Finished goods in stock BEREm 331,293,156 7474,153,325 (7,461,680,074) 343,766,407
Sub-total Nt 674,552,367  15,576,001,053 (15,490,683,762) 759,869,658
Less: provision for diminutionin  J, : F & BB %EE
value of inventories 30,174,812 16,174,892 (16,948,212) 29,401,492
Total Gl 644,377,555 15,559,826,16] (15473,735,550) 730,468,166
Opening Closing
balance on balance on
| January Increase Decrease 3| December
2016 during during 2016
2016F the year the year 2016
Inventories by category rERE |AIBHE  AFEME  AFRSE 12831 BHE
Raw materials and spare parts R # R B 360031972 5631051665 (5726690833) 264392804
Work in progress EEmM 56,513,631 959,863,528 (937510,752) 78,866,407
Finished goods in stock EFEm 293568,145 6348280933  (6310555922) 331293156
Sub-total INEt 710,113,748 12939,196,126  (12,974,757,507) 674,552,367
Less: provision for diminutionin  J&, : F & BB %EE
value of inventories 32051,772 15,062,492 (16,939,452) 30,174812
Total At 678061976  12924,133634 (12,957,818,055) 644,377,555
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V.

Notes to the Financial Statements

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
8.  Inventories (Contd)

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

i AOIMBHRREEERE)
8- HH(E)

(3)  Provision for decline in inventories (3) FEHREEE
Opening Closing
balance on Reversal balance on
| January or written 3| December
2017 Charge for off during 2017
2017 F the year the year 2017 F
Inventories by category ~ FEEHE | B | BeREE REFR AEEE 2R3 BHE
Raw materials and spare parts R ¥ R 28,888,813 9,049,499  (15539,306) 22,399,006
Work in progress EEmM 512,054 125,256 (406,950) 230,360
Finished goods in stock B m 773,945 7,000,137 (1,001,956) 6,772,126
Total CE 30,174,812 16174892 (16948212) 29,401,492
Opening Closing
balance on Reversal balance on
| January orwritten 3| December
2016 Charge for off during 2016
20165 the year the year 20165
Inventories by category REEE | B B&RgE KEGR AEEE 12A3 BHE
Raw materials and spare parts ~ FRM &t K 5 1 29876936 12709309  (13697432) 28888813
Work in progress HEEm 167,684 548,145 (203,775) 512,054
Finished goods in stock [E 177 2,007,152 1,805,038 (3,038,245) 773945
Total At 32,051,772 15062492  (16939452) 30,174,812

The provision for decline in inventories mainly due to the
obsolescence of the inventory or the decline in the sales price.
Reversal or written off during the year was due to the fact that part
of the inventory that had been provided for decline in previous years
was transferred out of the corresponding provision for decline for sale

this year.

The Group used the net realizable value and cost reduction method

as the basis for accruing the provision for decline in inventories.

FEHREEFENREIR
~RAR/FERE B NH
EER TR RFEHE
AR B D EARFEE &
REEEGENEFENASF
RAEEmMEHERDTIE
HOBRE 2 o

AREBZEA SR FEE
RANEEE R IREE
BEEERNKRE
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

9.

Other current assets

- B BBREREEE)
9 HttRBDEE

3| December 3| December

2017 2016

2017 & 20164

Item HH 12A31 B 12831 H
Deductible VAT input tax (Note) FEHEERERN () 46,152,301 54,379,870
Pre-paid income tax TBRAEH 887,752 4831293
Others HAitb — 137,209
Total BFF 47,040,053 59,348,372

Available-for-sale financial assets

(1) Information of available-for-sale financial assets:

0. AtHESRMEE
() TRLEELHEERY

31 December 2017
20175 12831 H

Provision for

diminution Carrying

Book value in value amount

Item HH IRE SRR BE%EE REEE

Available-for-sale debt instrument AHHEEBTA 37,513,923 = 37,513,923
Available-for-sale equity instrument At ERETA

— measured at fair value —RAREEFER 96,684,388 — 96,684,388

— measured at cost —ERRARGTEH 7,089,492 (2,539,379) 4,550,113

Total a5t 141,287,803 (2,539,379) 138,748,424
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V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

10.

Available-for-sale financial assets (Cont d)

()

&

Information of available-for-sale financial assets: (Cont d)

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOMBEREREE@)

10 AHLESRHEEE)
() ARHETHBEERXT
(&)

31 December 2016
2016 12 A31 8

Provision for

diminution
Book value in value Carrying amount

ftem LS| FREfRER HEERE RE(EE
Available-for-sale debt instrument AfHEEBTIA 38,197,931 = 38,197,931
Available-for-sale equity instrument At ERGTA

— measured at fair value —RRABEFEN 114,856,524 — 114856524

— measured at cost — ARG 2 7,089,492 (2,539,379) 4550,113
Total G 160,143,947 (2,539,379) 157,604,568

Available-for-sale financial assets measured by cost at the end of the

year:
3| December 2017

2 FREALEETENT

Cost of equity instrument
and debt instrument
Fair value

Of which:

Accumulated amount of fair value

changes accrued to other

comprehensive income

Em TEREETARMKA

Hep

ZEET AR AR A WA

AREEEDSHE

Amount of impairment has been accrued E&HEREEEE

HREESHEE -
201712831 H
Available-for- Available-
sale equity ~ for-sale debt
instrument instrument Total
AHEE AHEE
EZTHE BHIA =
9,727,032 37,000,000 46,727,032
96,684,388 37,513,923 134,198,311
86,957,356 513,923 87,471,279
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

10.  Available-for-sale financial assets (Cont'd) 10 AtLESRMEE(Z)
(2)  Available-for-sale financial assets measured by cost at the end of the 2 FXAEAALEBEFTEHT
year: (Cont d) HRHESHEE W (&)
31 December 2016 2016F 12431 H

Available-for-  Available-for-

sale equity sale debt
instrument instrument Total
AfHE AfHE
BmTHE BB LIE At
Cost of equity instrument and #Em T B NMMER T AR
debt instrument 9,727,032 38,000,000 47,727,032
Fair value “rEE 114856524 38197931 153054455
Of which: Hrh o
Accumulated amount of fair value ZETET ARAMARS W E)
changes accrued to other RhBEEYSHE
comprehensive income 105,129,492 197,931 105,327,423

Amount of impairment has been accrued E &M RIES 3 — - -
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

248

10.  Available-for-sale financial assets (Cont d) 0 AIHESREE(E)
(4)  Changes in the impairment of available-for-sale financial assets: 4 HHRHAELHEERES
BiERMT

Available-for-  Available-for-

sale equity sale debt
instrument instrument Total

AHHE AHHE

Impairment provision BEXERE E#ZIAR E¥ITH &%
Balance as at 3| December 2016 2016 12 A318
and 3| December 2017 2017 12 B3| BEREE (2,539,379) — (2,539,379)
Il.  Long-term receivables e REEWR
31 December 31 December
2017 2016
Note 20175 20164
Item HAE Bk 12A31 H 12H31H
Time deposits EHTF R @) — 205,000,000
Interests from time deposits EHERAE — 13,580,548
Amount due from entrusted loans REZFEER 30,000,000 50,000,000
Amount due from loan of FE WD BIR R 18 3K V.7 3)() — 3422,826
non-controlling interests f
7))

Less: impairment provisions B OREERE — —
Sub-total NE 30,000,000 272003374
Less: portion due within one year B —FEREIEES 10,000,000 238,580,548
Total CE 20,000,000 33422826
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEE S22

I.  Long-term receivables (Contd) I REEWR(E)
(@  On 3| December 2016, the Company's fixed deposits of RMB205,000,000 (@ HM2016FI12A318 " K2R A
was pledged to HSBC Bank (China) Co., Ltd. Wuhan Branch as the security E 77 % A R #205,000,000
of the Company’s bank loan of EUR24,297,285 (equivalent amount in RMB: TEHRRELRT(FRHR)E
RMB177,535,398) (Note V.27). BRARREDT ERARA

24297285 L(ZEARK S
% AR ¥177,5353987T ) (P
R 27)RITRERAER -

On 3| December 2016, the fixed deposits were reclassified to Cash and cash R2016F 128318 % & #
equivalent (see Note V.1) and were recollected on 23 March 2017. GREIRZEKES(2AN

FAR ) WER20I7F3A
23 BE|HRE o

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)  H St EHREXEETEZ)

12.  Long-term equity investments 12 RERERE
(1) Long-term equity investments by category: () RHREREZHWT :
3| December 3| December
2017 2016
20175 201645
Item HE 12A31H 12A31H
Investments in joint ventures HEErRRE 1,234,462,447 1,045,637,607
Investments in associates HEEPERIRE 11,534,025 11,087,832
Sub-total N 1,245,996,472 ,056,725,439
Less: impairment provision B OREERE
— joint ventures —BEhE 4,130,000 4,130,000
— associates —HEE — —
Total &&t 1,241,866,472 1,052,595,439
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

12.  Long-term equity investments (Contd) 12 RERERE(EZ)
(2)  The analysis of changes in long-term equity investments in 2016 and 2 RAKREBRET20/6FE
2017 is as follows: R2017FEHEZE XS
T -
Changes during the year
AERREE
Share of net

profit/(net loss)

of the invested Balance of
comapnies per ~ Cash dividends impairment
shareholding ratio ~ or profits Unrealized Balance on provision
Balance on BERILA dechredto  downstream 3| December at the end
| January 2017 Addiion  ZEMBRE  bedistributed  transactions 217 of the year
NITE  ivesment  EfFHE/ EERHRE RER wIF HEER
Invested companies BREEM | B R&E BMRE (FER)  BAZAE ERRS 12831 A%E EXBE
(Note)
(&)
Joint ventures RERE
Shantou Hi-Tech Zone Ao Xing Optical  JIBBRMERE S
Communication Equipment Co, Ltd REERAA 86,948,834 - 9797440 (5085813) 3870581 95561044 -
Yangtze Optical Fbre and EREEAENNERAR
Cable Sichuan Co, Ltd 64,125,009 = 14200898 (45900000 (209584) 71,640,083 =
Shenzhen SDGI OpticalFibre Co, Ltd. RS XEERAR 100603902 63648000 11055839 (4372887)  (22444%8) 16869035 -
Yangize Zhongl OpticalFbre and TERRT ARG EERAD
Cable (jangsu) Co, Ltd. 129,585,572 = 21,461,696 (9.519294) (S76.486) 140,951,488 =
Yangtze Optical Fibre and Cable RAtE (LR ARAR
(Shanghai) Co, Ltd. 207,905,842 = 29561970 (12851,123)  (7781,49) 216835440 =
Wohan Guangyuan Flectronic REXRETREERAR
Technology Co, Ltd. 1633921 = 207,506 = = 1,841,427 =
Yangtze (Wuhan) Optical R (BE)HZRRNHERAA
System Corporation. 36,720,207 = 643318 = (66423)  37.297,102 =
Tianjin YOFC XMK| Optica RERREKABEARAT
Communication Co, Ltd. 162,236,295 = 51,381,752 2,891,000 863325 20737231 =
Tianjin YOFC XMK] Communication RERREXHERRAA
Optical Cable Co, Ltd. 4130000 = = = = 4130000 4,130,000
Shin-Etsu YOFC (Hube) Optica Prefom ~ RAG & (#E) R EBR A7
Co, Ltd. 237384230 = 8724242 = — 266108472 =
YOFC - Yadanarbon Fibre YOFC - Yadanarbon Fibre
Company Limited Company Limited 14363795 = (329,132) = = 14,034,663 =
Sub-total Nt 1,045,637,607 63648000 166705531 (33498,117)  (8030574) 1234462447 4,130,000
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V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

)

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOMBEREREE@)

12.  Long-term equity investments (Cont d) 12 RERERE(E)
The analysis of changes in long-term equity investments in 2016 and 2) REBREREE2016FE
2017 is as follows: (Contd) R20I7EERHZE EX T
wUTF: (8)
Changes during the year
AERREE
Share of net
profit/(net loss)
of the invested Balance of
comapnies per ~ Cash dividends impairment
shareholding ratio ~ or profits Unrealized Balance on provision
Balance on BERILA dechredto  downstream 3| December at the end
| January 2017 Addiion  ZEMBRE  bedistributed  transactions 217 of the year
NITE  ivesment  EfFHE/ EERHRE RER wIF HEER
Invested companies BREEM | B R&E BMRE (FER)  BAZAE ERRS 12831 A%E ERGE
(Note)
(&)
Assocites Betx
Wuhan Yunjingfei Optical re REZRRABMHERAR
Matenial Co, Ltd. 11,087,832 = 446,193 = = 11,534,025 =
Sub-tota! gt 11,087,832 = 446,193 = — 115405 -
Tota Ch 1,056,725439 63648000 167,151,724 (33498,117)  (8,030574) 1245996472 4,130,000
Note: In May 2017, Tianjin YOFC XMK] Optical Communication Co., Ltd. 0 RA20I17F58 C KEER

announced the distribution of 2016 cash dividend of RMB3 1,000,000, of
which the Company should be entitled to a dividend of RMBI5,190,000.
At the same time, with the resolutions passed by the shareholders of both
parties, the joint venture company ceased to distribute the cash dividend
declared in previous years of RMB36,900,000, and the Company reversed
with a dividend of RMB18,081,000.

BEABEARARES
B0 6 FHERAIAR
#31,000,0007T + EAA
DA EZHBRAARE
15,190,0007T ° [FIFF - 48
EHRERERB - %
BERAIRIEDEARIF
EEEMRERFIAR
#36,900,0007T * A7)
HEEZERFARE
18,081,0007T °
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(RIS - SBENAARYKT)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Conts) B - A tBIBREEE T2 (4)

12.  Long-term equity investments (Contd) 12 RERERE(EZ)
RARBEREHL2016FE
R2017FEHEEER D
HUTF : (E)

(2)  The analysis of changes in long-term equity investments in 2016 and 2)
2017 is as follows: (Contd)

Changes duning the year
RS

Share of net

proft/(net loss)
of the invested Balance of
comapnies per  Cash dividends impaiment
sharefolding ratio or profits Unrealized Balance on provision
Balance on kbt Bl declaredto  downstream 31 December at the end
[ January 2016 Addtiondl  ZEMKRE  bedstbuted transactions 2016 of the year

V6E  invesment BUFHE/ SHEEHRS AER WeE  JifEER

Invested companies HREEN |71 RBE EIMEE (3ER)  RAEAE BR<% 1283 BHE ERBE
Joint ventures RELE
Shantou Hi-Tech Zone Ao Xing Optical I BRHERE KB

Communication Equipment Co, Lid RERRAT 84008667 — 8T8 (5055813 (528788) 86948834 -
Yangtze Optical Fbre and RRAEAEDERAR

Cable Sichuan Company Ltd. 53385436 = 10207991 = 531,582 64,125,009 =
Shenzhen SDGI Optical Fbre Co, Ltd. YR EEXEBRAR 90617850 —  1069%14 - {710562) 100603902 -
Yangize Zhongii Optical Fbre and TERRPH AR ERRAT

Cable (Jangsu) Co, Ltd. 119944112 — el (B49054)  (I4E9) 19585572 -
YOFC Shanghai Co, Ltd. RRtEE( L) ARAT 19000351 —  D9SMES (1040691 (1215400 20790584 -
Wohan Light Source Flectronic REXRETREERAR

Technology Co, Ltd. 2371532 = (737611) = = 1633921 =
YOFC Wuhan Optica System Co, ltd. &R (HE) X 5 RHBRAR 35831,102 - 869,646 - 19459 36720207 -
Tanjn YOFC XMK] Opica RERREIAREARAR

Communication Co, Ltd. 130270689 = 31063971 = 901,635 162236295 =
Tianjin YOFC XMK] Optical Cable Co, Ltd.  KERRER X EERAT 4130000 = = - = 4130000 4130000
ShinFtsu YOFC (Hubes) Optcal Preforn~ RAEH(H3) EBRAR

Co,ltd — MO0 (66916) - — M -
YOFC - Yadanarbon Fibre YOFC - Yadanarbon Fibre

Company Limited Company Limited 13859,105 = 504690 = = 14363795 =
Sub-tota It THA004  MAOTSB0 14O (BOS3AT)  (M46T)  1OMSTEOT 4130000
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Cont) i » St BREBEETE(2)
Long-term equity investments (Cont d) 12 RERERE(E)
The analysis of changes in long-term equity investments in 2016 and 2) REBREREE2016FE
2017 is as follows: (Contd) R2017FEHEZEEX S
T ()
Changes duning the year
AERRE
Share of net
proft/(net loss)
of the invested Balance of
comapnies per  Cash dividends impaiment
shareholding ratio or profts Unrealized Balance on provision
Balance on BERIO  dedaredto  downsteam 31 December attheend
| January 2016 Addtion  ZEHRRE b ditrbuted transactions 2016 of the year
WI6E ivesment BAIFAE/ SEENES AER pl[%:3 REER
Invested companies HREEN |71 RBE EIMEE (3ER)  RAEAE BR<% 1283 BHE ERBE
Associates Bats
Wohan Yunjingfei Optical Fibre REZRRABMHERAR
Material Co, Ltd. 10747438 = 820394 (480,000) = 11087832 =
Sub-total 1Nt 10747438 - 8203% (480000) — 1108783 -
Tota Rt 75189442 244075860 105040139 (24433267 (3,146735) 1056725439 4130000
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.

Information on fixed assets

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

Fixed assets

13- EE&E

() BEZEBX

I EOMBERERTE@E)

Office
Land, building equipment and
and structures Machinery other equipment  Transportation
1i# - ERB  andequipment BARE equipment Total
Item %A REEN HERE  RHERB BRIA ait
Cost RE
Opening balance on WI6EIRIBERE
| January 2016 414,339,884 1,939,076,594 89,197,791 10071417 2452,685,686
Addition during the year AEEM
— Purchase -BE 41,857,500 208251418 25,330,637 3012280 278451835
— Transfer from —~HRIBEA
construction
in progress 93,465,008 102,398,729 1,432,574 = 197,296,311
Disposal or scrapped AERERIE
during the year (420861)  (72065073)  (9465736)  (1271590)  (85223260)
Foreign exchange MNEREZES
translation differences 3,154,687 1,845,003 121,238 60,788 5181716
Closing balance on WIEF A3 AHE
31 December 2016 550,396,218 2,179,506,67 106,616,504 11872895 2848392288
Addition during the year REEM
— Purchase -RE 29,199,513 94,887,940 33,822,487 3,583,980 161,493,920
~ Transfer from ~EETREA
construction in progress 299814139 318,509,121 6,433,619 — 624756879
Disposal or scrapped AERETTE
during the year (263290)  (46/435,129) (2,135293) (887,072)  (49,720,784)
Foreign exchange MNEREZES
translation differences (4303,788) (2,746,905) (1357,049) (174,863) (8,582,605)
Closing balance on WI7E 12731 BHE
3| December 2017 874842792 2543721698 143,380,268 14394940  3576,339,698
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V.

Information on fixed assets (Contd)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i
Fixed assets (Contd)

Notes to the Financial Statements
B S SR R M EE

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

BN BHRREETRE)
13- BREE(E)
() BEEEER (£)

Office
Land, building equipment and
and structures Machinery other equipment  Transportation
1i# - ERB  andequipment BARE equipment Total
Item R REEN HERE  REERE ERIA CEl
Accumulated depreciation 2:E
Opening balance on WI6EIRIBERE
| January 2016 141324162 1,272,011401 51,417,160 5495334 1470248057
Charge for the year REGR 19,637,796 100,107,195 11,576,751 1205939 132,527,681
Disposal or scrapped AERETME
during the year (1358742)  (64.957,694) (8,401,000) (1,171,039)  (75,888475)
Foreign exchange WMETEER
translation differences 18,867 30,740 7817 5050 62474
Closing balance on 0165 12431 BHE
3| December 2016 159,622,083 1,307,191,642 54,600,728 5535284 1526949737
Charge for the year REGHR 37,031,809 118,830,198 15,817,582 1575974 173255563
Disposal or scrapped AERETME
during the year (25173) (43271240 (1,540719) (772,306) (45,609,438
Foreign exchange METEER
translation differences (40,051) (73497) (8,134) (3,567) (125249)
Closing balance on WI7TE1A3 BHE
31 December 2017 196,588,668  1,382,677,103 68,869,457 6335385 1654470613
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V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

I3.  Fixed assets (Contd) 13- BEEEE)
(1)  Information on fixed assets (Contd) () BEZERYE (&)
Office
Land, building equipment and
and structures Machinery other equipment  Transportation
I#-EE  and equipment BARME equipment Total
ftem %R REEN HERE  REERE ERIA At
Impairment provision B

Opening balance on
I January 2016 0165 | B BEE — 410449 — — 410449
Addition during the year  ZNEEIE1] — — — - -

Closing balance on
31 December 2016 016F 12A31 RS — 410449 = = 410449
Addition during the year ~ ZNEE3E1N - - — — -

Closing balance on

3| December 2017 WI7E A3 BHE — 410449 — — 410449
Carrying amount FEEE
Carrying amount as at 2016F 12431 A
31 December 2016 KHEEE 390,774,135 871,904,580 52015,776 6337611 1321,032,102

Carrying amount as at 0175 12A31H

31 December 2017 REER 678254124 1,160,634,146 74510811 8,059,555 1921458636
On 31 December 2017, the Group obtained RMB18,700,000 in Mm2017€12A318 -
borrowings (see note V.27) from buildings and structures with book AREBUEEEEAR
value of RMB49,366,610 and land use rights with a book value of 493666100 B E &
RMB26,288,153 (see note V.15) as collaterals. REWNEEEEAR

26,288,153 7T Ky £ i &
AEZEWZER 5
ERERDBERARE
18,700,000 (2 R M #*
R27)e
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

EOHMBRREB TR E)

Fixed assets (Cont'd) 13- BEEEE)
(2)  Fixed assets acquired under operating leases 2 BBELEHEHMLWETE
EE
31 December 31 December
2017 2016
2017 £ 20165
Item HH 12A3I1H 12A31 8
Buildings and structures FEEZEEY 6,343,188 6,904,650
Machinery and equipment e 26,557,750 28,543,702
Total &t 32,900,938 35,448,352
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(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

I3.  Fixed assets (Contd)

(3)  Fixed assets with pending certificates of ownership

I B HRREETRE)
13- BEEEGE)
(3) FBEEREENETE

ERX

3| December 2017 20175 12A31R

Item Book value  Remarks

HE REEE &

Yangtze Optical Fibre and Cable Shenyang 2,069,592  Obtained proof from related
Co,, Ltd. - auxiliary room departments on continued use

RRABNBBGERLTEHB AR EESAERAERFI A AR RO A

Yangtze Optical Fibre and Cable Shenyang 2,319,543  Obtained the title certificate in January 2018
Co,, Ltd. - activity rooms and open storage

RRABENBEBGER AR EHENERRE ER2018F | ARGERRZS

Yangtze Optical Fibre and Cable Joint Stock Limited 1,104,169 Has little effect on business activities
Company - science park 6a excipient library

RRABERNERADRRE 6a 8 FLE HELESHTETEKX

Wuhan YOFC Universal Cable 595,554  Has little effect on business activities
Co,, Ltd. - hydrogen station

RERRBAEHARARIRIE HELESHTETEKX

Yangtze Optical Fibre and Cable Joint Stock Limited 50,558 Has little effect on business activities
Company - science park |2# guard room

ERAEGAEROARRAMRE 24 F@F HELESHTETEKX

Yangtze Optical Fibre and Cable Joint Stock 12,558  Has little effect on business activities
Limited Company - 4# hydrogen station

RRACBERNBERDF 4# TRV HELESHTETEKX

Yangtze Optic Fibre Qianjiang 25,842,292  In progress
Co,, Ltd. -industrial park factory

RREETIARAR TXERE RS
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Notes to the Financial Statements

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

(3)  Fixed assets with pending certificates of ownership (Contd)

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOMBEREREE@)

EEEE(E)
(B) AWEERZENEEER
EER ()

13-

3| December 2016 2016 12831 R
ltem Book value  Remarks
R H RHEE #E
Yangtze Optical Fibre and Cable Joint Stock 100,158,008  Except for 6a excavator and |2# guard house,
Limited Company - science park the rest were completed in 2017
RRICECER N B R A RRHEE BR 6aBRLE © 12# PR SN -
HEAE R 2017 HHE
Yangtze Optical Fibre and Cable Lanzhou 21,674,024  Completed in 2017
Co, Ltd. - No. | cable factory
RGO CBRMNER DR | 5 ERE BR2017 FHiE
Yangtze Optical Fibre and Cable Lanzhou 6,768,765  Completed in 2017
Co, Ltd. - No. 6 building
RSB CBRMNER DR 6 R BR2017 FHiE
YOFC Optic Fibre Qianjiang 5337248  Completed in 2017
Co,, Ltd. - management dormitory
RRABETIERAFEEBABES BR2017 F#Z
Yangtze Optical Fibre and Cable Lanzhou 4,032,673  Completed in 2017
Co,, Ltd. - No. 9 auxiliary workshop
RRSGCERMNER DR 9 RMB =R BR2017 FHiE
Yangtze Optical Fibre and Cable Shenyang 2,081,066  Obtained proof from related departments
Co,, Ltd. - auxiliary room on continued use
RREGABBSERARBY AR EERSEBRMIA FFAEEE R ESR
Yangtze Optical Fibre and Cable Lanzhou 1,798,166 Completed in 2017
Co, Ltd. - No. 10 packaging workshop
RRSGABRMNERAF 105 BREER BR2017 FHiE
Hubei Flying Optical Fibre Material 1,512,906  Completed in 2017
Co,, Ltd. - management dormitory
MIARE MM ERAREEAREE BR2017 FHiE
Yangtze Optical Fibre and Cable Lanzhou 1,074,227  Completed in 2017
Co, Ltd. - No. |3 thermal heat station
RAREBSERMERAF 135N BR2017FH%
Wuhan YOFC Universal Cable 624410  Completed in 2017
Co,, Ltd. - hydrogen station
RERRBAEEERARTRIL BR20I7FHE
Yangtze Optical Fibre and Cable Joint Stock 12,558  Has little effect on business activities

Limited Company - 4# hydrogen station
RARAB S BERNBERDF 4# TRV

HELEPTETEKX
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V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
I14.  Construction in progress

(1) Information on construction in progress

I AtMERREEERESE)
14 EEIRE

(1)

3| December 2017

EEIRER

20175128318
Impairment Carrying
Book value provision amount
Item BE fRE R BEER REEE
Hubei Flying Optical Fibre Material HIEREN B ERAR]
Co,, Ltd. - plant and equipment EE e
construction project 20,226,415 = 20,226,415
YOFC Optic Fibre Qianjiang Co., Ltd. ~ RRIHEEB T AR D RIKE
- plant and equipment RIEERIER
construction project 51,260,025 = 51,260,025
Yangtze Optical Fibre and Cable Joint &R LB D BR AR
Stock Limited CompanyVAD/OVD VAD/OVD 218
- R&D project 21,732,175 = 21,732,175
Yangtze Optical Fibre and RRAM A EESER AT
Cable Shenyang Co, Ltd. ESE R
- plant and equipment
construction project 2,417,094 = 2,417,094
Yangtze Optics Africa Holding (Pty) Ltd. Yangtze Optics Africa Holding
- plant and equipment (Pty) Ltd. B K&
construction project RiEERIAE 10,229,380 — 10,229,380
Yangtze Optical Fibre and RRABHBRDERAF]
Cable Joint Stock Limited Company BREERESRE
- preform ramp equipment 4,921,922 = 4,921,922
PT YANGTZE OPTICS INDONESIA  PT YANGTZE OPTICS
- plant and equipment construction INDONESIA B K 5%
project WERER 43,178,138 — 43,178,138
YANGTZE OPTICAL FIBRE YANGTZE OPTICAL FIBRE
INDONESIA PT - plant and INDONESIA PT &5 &
equipment construction project RiEEHRAE 5,713,548 = 5,713,548
Others Hith 4,794,576 = 4,794,576
Total Gl 164,473,273 — 164473273
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Conts) B - A tBIBHREEE T2 (4)
I4.  Construction in progress (Contd) 14 HERIR (&)
(1) Information on construction in progress (Cont'd) () HEERIEREE (&)

3| December 2016

2016F12A31R
Impairment Carrying
Book value provision amount
Item BE AR BRER BEER REEE
Yangtze Optic Fibre (Qianjiang) Co, Ltd. RRFHELER R AIHE
- plant and equipment RIEERIER
construction project 255,719,221 — 255719221
Ally First Optical Fiber and Cable TR EER AT
Co, Ltd - plant and equipment ESE R
construction project 103,600,976 — 103,600,976
Yangtze Optics Africa Holding (Pty) Ltd. Yangtze Optics Africa Holding
- plant and equipment (Pty) Ltd. TR B 2%
construction project 2ERIEE 29,161,249 — 29161249
Hubei Flying Optical Fibre Material HIEREN B ER AR
Co,, Ltd. - plant and equipment BE R EERIER
construction project 21,540,289 = 21,540,289
Yangtze Optical Fibre and Cable KRG ERIDBR AT
Joint Stock Limited Company VAD/OVD fift 18 B
VAD/OVD - R&D Projects 26,084,464 = 26,084,464
Yangtze Optical Fibre and Cable KRG ERIDBR AT
Joint Stock Limited Company HRERERE
- preform ramp equipment ['1,609,684 = 1,609,684
Others Hitr 18,564,874 — 18564874
Total A&t 466,280,757 — 466280757
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V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

I4.  Construction in progress (Contd) 14 HERIR (&)
(2)  Changes in major construction in progress projects in 2016 and 2 EAEZBIFEEHAR20I6
2017 FER217FEZE
R
Of whih:
amount of
Closing interests
Opening Transfer to foreign ~ balnceon  Acumulated  capitalized Interest
balance on fixed assets exchange 31 December amount of during  capitaization
| January Addition during ~ transation 017 interests the year rate of

017 during theyear  differences 7% aapiaised R theyer(d)  Soured
WIE theyer  AFEL M NAENR  FEEAL  AEHE AERE the fund

hem 1 IRIERE  AEdn  EREE  fREE BE EiEE EARSE  ENMER( B8R
Yangze OpticFbre (Qejng) o, 6.~~~ RAXBETARLAR

-plntand eqipment constucion ot RXER AR W5719201 162373764 (366,832,960) = SI2005 469850 1469850
AlyFist Opticdl Foer and Gble Co, Ltd.— MLERABHERRAR

- lant and equipment constructionproect R R ERERER 103600976 50847301 (154448.77) - - - -
Hubei Fing Optica Fe Materid Co, ltd. Bt REREHHAERAR

- plntand eqipment constucion ot BB RIAER AR S0 U863 (26120201) — 026415 17919 -
Yangtze Opticl Fbreand Cable Shenyng. KRG AERRARLA

(o, HEhaRRREE

- plant and equipment consructon project 4191881 5918674 (T.693461) = DAI70H - -
Yangze Opticl Fbre and Cable ot Stock KR ERIER

Lited Company AEVADIOVDHEES

VAD/OVD - R8D Projects 26084464 9075931 (13428219) - UM% = =

Yengize Optics Afica Holdng (Pty) Ld. Yangtze Optics Africa Holding
-pntandeqioment constucionproet () LO BERRBERER 19061249 1684460 (5I25261)  (5491068) 10229380 = =
YANGTZE OPTICAL FBRE INDONESIAPT  YANGTZE OPTICAL FIBRE
- lnt and equipment constructon project - INDONESIA PTER S Beskfa
04 564173

(1367) 5713548 = =
Yangize Optica Fibre and Cable Joit Stock

Limted Compery - prefom

rarp equpment 11609684 4372806 (11,080,568) - 4nm = =
Yangze Opticl Fbreand Cble Larahou~—— RAKAAERNERAT

Co,ld BERRRRES

-plant and equipment construction project 828,974 804298 (887194 = = = =
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14.
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Construction in progress (Cont'd)

(2)  Changes in major construction in progress projects in 2016 and

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOtBIBHmKREEZRE)
14 HEEIR (&)
2 EAHZIRBEER20I6

2017 (Contd) FER20I17EFELEE
x: (&)
Of which:
amount of
Closing interests
Opening Transfer to foreign ~ balnceon  Acumulated  capitalized Interest
balance on fixed assets exchange 31 December amount of during  capitaization
| January Addition during ~ transation 017 interests the year rate of
017 during theyear  differences 7% aapiaised R theyer(d)  Soured
W7E theyer  AFEL M NAENR  FEEAL  AEHE AERE the fund
fn 18 UGBS AEMN  BRAE  FBEE B BMAE RAMAE RMMEY  ROW
PT YANGTZE OPTICS INDONESIA PT YANGTZE OPTICS INDONESIA
- plntand equpment constcion ot ERREE AR - I8 - - B3I - -
Others i 35821 2441268 (I1,175970) — 474575 = =
Sefl-owned
funds, loans
and proceeds
FRES
LEN
Totd it 466200757 08441830  (624756879)  (S492435) 164473073 1857769 1469850 405 B5ES
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(RIS - SBENAARYKT)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

I4.  Construction in progress (Contd) 14 HERIR (&)
(2)  Changes in major construction in progress projects in 2016 and 2 EAEZBIFEEHAR20I6
2017: (Contd) FER2017EELEE
% (%)
Of which
Closing amout of
foregn ~ balanceon  Accumuated Inferests Interest
Opening Transferto excnge 3/ December  amowtof  copaled  capialzation
baance on Addtion fied asets {ransletion W6 interests — during the year rate of
[ January 2016 dung  dungtheyer  diferences g% apiaied e the year (%) et
M4 teyer  BFEL M nANB HEEAL AENE RERR hefnd
fem %R IfIRRE  AEED  EREE  fiEEE BE O EieR  ARLEE  EMME()  2ERR

Yangize Optic Fre (Qanng) Co, Ltd.—— RAKEETARATNR

- plnt and equpment construcion proect— RX BB — WIS (53573%0) — DTN 30134 30013M4
AlyFrst Optcd Fber and Cable o, 14— B Rt Bt BERAR

- lntand et consructonproect - B R ERRVER —  l03g0097 - — 10360097 225059 2256089
Yengize Optics Afica Holdng (Pty) Ld. Yangtze Optics Africa Holding

- plntand equipment corstcionproect. () Lt B Rk R - Bl — 0 D64 - -
HubeiFying Optcal Fre Meterid Co, Lo, B3R HAHHAR AT

- plnt and equpment construcion proect— RX BB - NSy (130) - 54029 37919 37919
Yangtze Optic Fbre and Catde Jit ERAERERNARAT

Stock Limited Company VADIOVDHFE 2R

VADIOVD - R8D Projcs NG00 93536 (4I3156) — B - -
YANGTZE OPTICAL FBREINDONESIAPT  YANGTZE OPTICAL FIRRE

- lant and equipment consrucion project - INDONESIA PT B8 Reskla

BRER BRI 4681377 (IESHN) 1549613 074 - -

Yangtze Optice P and Cale ERAGRERNARAT

Lanzhou Co, Ltd. A

-plant and equipment constructon project US04 20758403 (43479,603) = 828974 = =
Yangtze Optic Fbre and Catde Jit ERAERERNARAT

Stock Limted Company RENGEREGRS

- optical fber crawing tower and

streenng machine ISSB0258 1456597 (1803853) - - - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)  f » SR EEE 2 &)

I4.  Construction in progress (Contd) 14 HERIR (&)
(2)  Changes in major construction in progress projects in 2016 and 2 EAXAEBIFEEAR2I6
2017: (Cont d) FER20I17FEZEIER
(&)
Of which:
Closing amout of
foregn ~ balanceon  Accumuated Inferests Interest
Opening Transerto exiange 3 December  amowtol  cptdied  captalzation
blance on Addtion  fredassets  trensktion puf3 inerests~ during the year rate of
[ January 2016 dung  dungtheyer  diferences g% apiaied e the year (%) et
pifiz teyr  KFEL M nANB HEEAL AENE RERR hefnd

fem %A IFIRBE A5 RAE  fEzE BB BHEE  AMeE RN

IoH

W EEKE

Yangize Optical Fibre and Cable Jont ERAGHERNARAT

Stock Limted Company EEREARNE
- production equipment upgrade 4051077 [677748  (5728805) = = = =
Yangize Optical Fibre and Cable Jont ERAGHERNARAT
Stock Limted Company ERERERR
- prefomn ramp equipment 1256410 S0902819  (41.549.549) — 11,609,684 = =
Others i 70689 278571 (384948)) — 17715158 = =
Seff-ommed
funds,loans and
proceeds
BREE
£k
Totd H) 07486 STOMAS6  (I9796311)  4SS0TS 4626077 SN 545509 W% BEES
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(RIS - SBENAARYKT)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i » SR EEE T2 (2)

I5. Intangible assets 15 BEEE
Land Unpatented
use rights Patents technologies Trademarks Total
Item R TiERE SHE  FENRA [l CEl
Cost RERE
Opening balance on | January 2016~ 2016%F | A | B8 193799013 151,018,868 — — 344817881
Addition during the year REEM
— Purchase -BE 70,803,288 = 58,000,000 — 128803288
~ Contributed by —SERRRA
non-controlling interests — 16,829,100 — 12,081,100 28910200
Closing balance on WIEFN A3 AHE
31 December 2016 264,602,301 167,847,968 58,000,000 12,081,100 502,531,369
Addition during the year REEM
- Purchase -RE — 4793718 — — 4793718
Closing balance on WI7E 12731 BHE
31 December 2017 264,602,301 172,641,686 58,000,000 12,081,100 507,325,087
Accumulated amortization B =
Opening balance on | January 2016~ 2016 | A | B#E 27,574,226 4719340 - = 32,293,566
Charge for the year REGR 5294447 18,877,357 2,900,000 — 27071804
Closing balance on 31 December 2016 20165 12 A 31 B8 32,868,673 23,596,697 2,900,000 = 59,365,370
Charge for the year RER 6,627,745 19323711 2,900,000 1208110 30059566
Closing balance on WI7FENA3AHE
31 December 2017 39496418 42,920,408 5,800,000 1,208,110 89424936
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V.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i

I5. Intangible assets (Contd)

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

EOMBERBETRE)
15 BYEE (&)

Land Unpatented
use rights Patents technologies Trademarks Total
Item R LiERE SHE  FENRA [l CE
Impairment provision REEE
Opening balance on | January 2016 20165 | A | B#E — = = = =
Addition during the year REEM — — — — —
Closing balance on 3| December2016 2016 12 A31 B#E - - - — -
Addition during the year REEM — 89,849,920 — = 89,849,920
Closing balance on W75 12431 BHE
3| December 2017 = 89,849,920 = = 89,849,920
Carrying amount REER
Carrying amount as at W016F 12431 H
31 December 2016 REEE 231,733,628 144251271 55,100,000 12,081,100 443165999
Carrying amount as at W017512A31H
31 December 2017 REERE 225,105,883 39,871,358 52,200,000 10872990 328,050,231
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

I5.

Intangible assets (Contd)

The Group does not have intangible assets formed through internal research

and development.

As at 3| December 2017, the Group secured loans of RMBI8,700,000
(see note V.27) with buildings and buildings with a carrying value of
RMB49,366,610 (see note V.I3) and land use rights with a book value of
RMB26,288,153 as collateral.

Due to technological progress and reduced market demand, the
management believed that the AOC chip patent technology held by
Changxin Sheng (Wuhan) Technology Co., Ltd, a subsidiary of the Group,
showed signs of impairment. According to the outcome of the valuation
report issued by American Valuation Co,, Ltd., the recoverable amount
of this intangible asset was lower than its carrying amount. Therefore, the
Group made an impairment provision of RMB 89,849,920 for this intangible
asset. The estimated recoverable amount was determined based on the
higher one between the fair value of the intangible asset minus the disposal
expenses and the present value of the estimated future cash flow of the
asset. The present value of the future cash flow was obtained by using the
excess income method, which referred to the financial forecast prepared by

the management within the remaining service life of the intangible asset.

Land use right without certificate of property rights

As at 31 December 2017 and 31 December 2016, the Group did not have
land use rights for property rights certificates not yet applied.
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V.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i

16. Deferred tax assets

(l)  Deferred tax assets

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(BRI SEBRAARST)
St ERREETE S
6 EILFIEHEE
() EBEFEHEE

3| December 2017 31 December 2016
20175 12831 B 2016F 12431 B
Deductible Deductible
temporary Deferred  temporary Deferred
difference tax assets difference tax assets
CIE::#il] B AJHA R
ltem BHH TRHMEE FMEHEE ZTRHNEE MIEREE
Deferred tax assets: BIEFTSTEE
Provision for impairment of assets & 2 J5 B 2 77,086,409 11,947,120 74800795 11438735
Unrealized internal profits RNBRHAEBRFE 146915800 22,037,370 90953462 13,399,709
Other non-current liabilities HiIEREams 166,660,266 24,999,040 249,094,859 46,066,840
Deductible tax losses A NEE 54,834,163 10,672,671 16391276 4097819
Others Hih 13,458,047 2,118,708 15718436 2,360,187
Sub-total INET 458,954,685  71,774909 446958828 77,363,290
Eliminations Rz x| (16,531,926) (19,398,836)
Amount after eliminations BERgmes 55,242,983 57964454
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

16. Deferred tax assets (Cont d) 16 BEFMBHEE (&)
(1)  Deferred tax assets (Contd) () BEFREEE (&)
31 December 2017 31 December 2016
2017F 12831 H 2016F 12431 R
Deductible Deductible
temporary Deferred ~ temporary Deferred
difference tax liabilities difference  tax liabilities
CIE#il 313 AR R
tem B ERIER FBKEE UREEE FERAE
Deferred tax liabilities: BEEREHARE :
Available-for-sale financial assets Al HE SR EE
Changes in fair value ARBEEZH (87,471,279) (13,170,951) (105,327423) (15,818908)
Temporary differences arising JEE— T4 ES G
from the adjustment of REEALBERR
fair value of assets under EAEEEER
enterprise mergers not in
same control (13,443,902) (3,360,975) (14,319,721)  (3,579,928)
Sub-total et (100,915,181) (16,531,926) (119,647,144) (19,398,836)
Eliminations EHEE 16,531,926 19,398,836
Amount after eliminations EHENSE — —
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Notes to the Financial Statements

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

l6. Deferred tax assets (Contd)

(2)  Breakdown of unrecognized deferred tax assets

¢

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

- Bt BERRBRERA)

16« BEFEHEE (&)
(2 FERELFEHEEY
Fiil

3| December 3| December

2017 2016

2017 & 20164

ltem HH 128318 12 A3 R
Deductible temporary difference AENEREER 125,049,641 43,320,020
Deductible tax losses A NEE 151,684,381 66,015,044
Total B 276,734,022 109,335,064

Expiration of deductible tax losses for unrecognized deferred tax

(3) AEZELFEHEEH

assets W AE BB 2IH 18R
3| December 31 December
2017 2016
2017 20164
Year F1p 12A8318 12831 H
2019 2019 4F 2,037,900 264242
2020 20204 31,327,817 37,414,030
2021 2021 12,651,772 25958593
2022 2022 105,666,892 —
Total =i 151,684,381 66,015,044
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

I7.  Others non-current assets

5 -

EOHUBRREBZRE)

17 HittERBEE

3| December

3| December

2017 2016

20175 20165

Item HE 12A31H 12H31H
Prepayments for equipment and ENRE LB EENIR

intangible assets 99,857,205 36,266,179

Deductible VAT input tax FHEIMEETERR 4,603,657 13,734,638

Total &t 104,460,862 50,000,817

18.  Current bank loans 18+ JEHAfERK

3| December 3| December

2017 2016

2017 & 20164

Item 1HH 12H31H 12H31H

Unsecured loans ZRER 495,013,000 644,712,505

Total &t 495,013,000 644,712,505

As at 3| December 2016 and 3| December 2017, the Group did not have

any overdue loans not yet paid.
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V.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
19.

Notes to the Financial Statements

+ -

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

EOHMBRREB TR E)

Bills payable 19 BARE
31 December 31 December
2017 2016
2017 % 2016%F
Item HH 12A31H 1231 H
Commercial acceptance bills [SEZ S 147,838,562 85,282,636
Bank acceptance bills RITEREER 145,994,148 —
Total BFF 293,832,710 85,282,636

The Group did not have bills payable that were due and not yet paid.

The above amounts were bills payable due within one year.

AEBRAC MRS MIRER

&

eI R —FAR MR

&
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

274

20.  Trade payables

20+ R

3| December

3| December

2017 2016

20175 20165

Item HE 12A31H 12H31H
Due to related parties e AR A 7] 232,189,978 186,609,739
Due to third parties NE=FHER 819,737,424 608,588,51 |
Total ) 1,051,927,402 795,198,250

The ageing analysis of trade payables of the Group, based on invoice date, is

AKBERNEMNEFIRERB K

as follows: BRI :
31 December 31 December
2017 2016
2017 % 20165
Ageing AR iR 128318 124318
Within | year (I year inclusive) | FUAR(E | 5) 1,035,259,869 788,447,653
| -2 years (2 years inclusive) | FE2F(52F) 12,661,078 3,515,555
2 — 3 years (3 years inclusive) 2EEIF(E3F) 1,073,742 594,167
Over 3 years 3ENE 2,932,713 2,640,875
Sub-total g 1,051,927,402 795,198,250

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017




Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEE S22

21.  Receipt in advance 21 - FWFER
31 December 31 December
2017 2016
2017% 2016%F
Item EH 12A31H 2R3 H
Advances from sales of optical fibre and e R ok 41 TE SR 3 E TR UK
optical fibre preform 26,696,670 21474296
Advances from sales of optical fibre cable pirt Kich L6 98,349,813 79110728
Other advances from customers H it BUTUR 116,520,421 56,317,879
Total Bt 241,566,904 156,902,903
22.  Employee benefits payable 22 ENBIFH
(1) Employee benefits payable are as follows: () FERBIHMF -
Balance at Balance at
| January 31 December
2017 Addition Paid 2017
2017 %F during during 2017F
IRIA the year theyear 124318
BE  AFgh  FEHD BE
Short-term employee benefits 72 HR % 228198908 834,768,594 (759,092,162) 303,875,340
Termination benefits — BB RN - RERFATE
Defined contribution plan 1,056,674 55,850,280  (56,778,314) 128,640
Total aaf 229,255,582 890,618,874 (815,870,476) 304,003,980
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(B RIRERASN -

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i

SRENAARET)

22.  Employee benefits payable (Cont'd)

(!)  Employee benefits payable are as follows: (Contd)

)

BN BHRREETRE)
22 EABIHMZ)
() EBIHFMHIF :

(&)
Balance at Balance at
| January 31 December
2016 Addition Paid 2016
2016F during during 2016
IA1A the year theyear 12431 H
BE AFEMm KERD BRE
Short-term employee benefits 72 ER % 121643714 585884476  (479329,282)  228,198908
Termination benefits — BB EEN - ReRETE
Defined contribution plan 219962 56,663,632  (55826,920) 1,056,674
Total &t 121863676 642,548,108  (535,156,202) 229255582
Short-term employee benefits (2) BEEFzH
Balance at Balance at
| January 31 December
2017 Addition Paid 2017
20175 during during 20176
lAIA the year theyear 12A31H
BE  AF8EM  XEEHD BE
Salary, bonus, subsidy and grants T% - %&  RRNHA 220,189,494 727,523,060 (650,315,594) 297,396,960
Staff welfare BIGNE 5252048 45,190,187  (46,702,458) 3,739,777
Social insurance HeRrRE
Medical insurance BEERRE 556,882 20,139,606  (20,622,455) 74,033
Work injury IGRRE 40,259 1,587,166 (1,621,770) 5,655
Maternity insurance YERRE 40,757 1,338,716  (1,375266) 4,207
Housing fund FERES 431,824 26,684,145  (27,000,941) 115,028
Union expenses and employees IeRENBIHELE
education expenses |,687,644 12,305,714 (11,453,678) 2,539,680
Total &t 228,198,908 834768594 (759,092,162) 303,875,340
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Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) - EFUERREEGEE)
22.  Employee benefits payable (Contd) 22 BEABIEHEME)
(2)  Short-term employee benefits: (Cont d) (2) FEEHEH (&)
Balance at Balance at
| January 31 December
2016 Addition Paid 2016
2016%F during during 2016%F
IA IR the year theyear ~ 12H3IAH
BE AFEM KERD B
Salary, bonus, subsidy and grants T4 % RENHE 96414111 525956487  (402,181,104) 220,189,494
Staff welfare BRIGNE 23,847,023 5354160 (23949,135) 5252048
Social insurance ek e

Medical insurance BEERRE 9648 19360153  (18812919) 556,882
Work injury IGREE I 164 3230985  (3,191,890) 40259
Matemity insurance YERRE 840 1543016 (1,503,099 40,757
Housing fund FRARS (16345 20986270  (20538,101) 431,824

Union expenses and employees TeLENBTHELE
education expenses 1,387,273 9,453,405 (9,153,034) 687,644
Total &t 121643714 585884476  (479329,282) 228198908

(3)  Termination benefits — Defined contribution plan (3) RBEGEF-REEFIT
#

Balance at Balance at
| January 31 December
2017 Addition Paid 2017
20175 during during 20176
lAIA the year theyear 12A31H
BRE  AF8EM  XEEHD BE
Basic retirement insurance premiums B A Z{RER 987,901 54,048941  (54,914,091) 122,751
Unemployment insurance KERRE 68,773 1,801,339 (1,864,223 5,889
Total At 1,056,674  55850,280  (56,778,314) 128,640
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

22.  Employee benefits payable (Contd) 22 BEABIEHEME)
(3)  Termination benefits — Defined contribution plan (Cont'd) (3) BBERF - FZEEFL
2 (&)
Balance at Balance at
| January 31 December
2016 Addition Paid 2016
2016F during during 2016
IA1A the year the year 12431 H
B REEM KERD B
Basic retirement insurance premiums  ZAREZRR (10490) 54327662  (53329.271) 987,901
Unemployment insurance KERRE 230452 2335970 (2497.649) 68,773
Total A&t 219962 56,663,632 (55826,920) 1,056,674
23.  Taxes payable 23 EXRBE
31 December 31 December
2017 2016
2017 % 20165
Item 1HE 12A31H 12A31H
Value added tax EER 32,290,726 5,115,091
Enterprise income tax REMRER 91,341,432 65,838,589
Personal income tax (EYNGIE= 7,839,765 5,742,719
Urban maintenance and construction tax 3 T 4 € 52 2R 7t 10,942,144 5,595,932
Education fee surcharge EE={hpill 15,816,670 13,039,748
Others HAth 30,225,084 29,035,433
Total &t 188,455,821 124,367,512
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
24.

25.

Interests payable

Notes to the Financial Statements

+ -

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

St ERREETE S
24 ENFE

3| December 3| December

2017 2016
20174 20165
Item HH 12A31H 1231 H
Interests payable from RAME RS
non-current bank loans 7,065,922 5,560,254
Interests payable from A2 HAME TR A 718
current bank loans 1,123,891 2,283,534
Factoring finance interest RIEREN S - -
Total GEl 8,189,813 7,843,788
Others payables 25 HEAR
(I)  Others payables by nature of payments are as follows: () BHEMEDREMEN
E
31 December 31 December
2017 2016
2017 % 2016 %F
ltem A 12A31H 12 A3 R
Payments for equipment e a% 1 I SR T B EE TR
and intangible assets 174,481,794 200,249,496
Payment for technical royalty fee JEN BT HRAE 42,637,251 36,877,125
Payment for intermediaries fees RN & A 25,069,219 700,413
Payment for sales commission EMHERS 23,295,635 19,222,961
Estimated liabilties Bt AR 15,000,000 15,000,000
Payable personal income tax retum FERHE A PTG RIE 6,031,542 5,109,178
Deposits e 7,147,826 3,248,348
Others Hit 57,152,201 59,454,188
Total &t 350,815,468 339,861,709

RRXELBEROERDIT / FH2017 279




280

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
25.  Others payables (Contd)

(2)  Significant others payables with ageing over | year:

I EOMBERERTE@E)

25 HAEARE)
Q) MEEHEI FHEERME
i3 -

3| December 31 December

2017 2016
20175 20164 Reason for outstanding
Item HE 12A318 12A31H XREENER
Estimated liabilities B EaE 15,000,000 15,000,000 Quality guarantee
EERESD
Total G 15,000,000 15,000,000
26.  Non-current liabilities due within one year 26+ —FRIABHWERBDEAE
Information on non-current liabilities due within one year was as follows: —FRESNFERBEESIAR
BT
31 December 31 December
2017 2016
Note 2017 F 20165
Item HE Pt 12A318 128318
Non-current bank loans due —FRI M RBER V.27
within one year f27 2,000,000 242,157,398
Deferred income amortized —FABIHNIRELE RS
within one year 11,818,333 10,181,333
Total CE 13,818,333 252,338,731

There was no overdue non-current bank loans as at 31 December 2016 and
3| December 2017.
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V.

Notes to the Financial Statements

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

27.

Non-current bank loans

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOMBEREREE@)

27 - REIBER

Classification of non-current bank loans RAIES 7 E
31 December 31 December
2017 2016
Note 2017 % 20164
Item HE Pt 12A31H 12A31H
Pledged loans BERER VLRI = 177,535,398
Loans secured by mortgages EHER V.13 and I5
f-13
A5 18,700,000 —
Unsecured loans EREX 464,590,000 934,200,800
Less: non-current bank loans due B —FA BRI RBER
within one year 2,000,000 242,157,398
Total BFF 481,290,000 869,578,800

The above borrowings bear floating interest rate and fixed interest rate. The

interest rate ranged from 1.20% - 4.90% in 2017 (2016: 1.20% - 4.75%).

The Group's bank loans (including current bank loans and non-current bank

loans) by repayment time were listed as follows:

S TRA E B A0 E A K
s MERMBD AR :2016
F O 1.20% - 475% K% 2017 4
& 1 1.20% - 490% °

ASEWNRTER(BEEHE
AR BER) RER

mr

3| December

3| December

i B 51 7R

2017 2016

2017 % 20165

Item 1HH 12A31H 12A31H
Within | year (I year inclusive) | FUAR(E | 5) 497,013,000 886,869,903
| -2 years (2 years inclusive) | FE2F(825F) 289,590,000 600,578,800
2 - 5 years (5 years inclusive) 2EESF(E5F) 39,700,000 227,000,000
Over 5 years SENE 152,000,000 42,000,000
Sub-total PE 978,303,000 1,756,448,703
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

I EOMBERERTE@E)

28. Deferred income 28 - EEWE
Opening Closing
balance on balance on
| January Addition Decrease 3| December
2017 during during 2017
2017F the year the year 2017%  Causes
Item HH IRIRGE  AFEHW  AFEHD DANBEKRE FRER
Govemment grants (note) BFEy () 75,356,777 8,000,000 6,488,333 76,868,444 Engineering construction
project government subsidy
Ti2dR0AE BB
Technology usage fees BB 8,366,667 - 5,900,000 2,466,667  Prepay technology usage fees
B E R E
Rental fees HEE 4,320,000 = 432,000 3,888,000  Pre-paid rental fees
BUEEE
Total L 88043444 8000000 12820333 8322311
Opening Closing
balance on balance on
| January Addition Decrease 31 December
2016 during during 2016
20164 the year the year 2016%F  Causes
ftem HH IAIBSE  AFEM  AFRDS RAIBEHE  FARR
Government grants (note) BT () 12,000000 68,460,000 5103223 75356777 Engineering construction
project government subsidy
TizgRAR
Technology usage fees RATERE 14,266,667 = 5,900,000 8366,667  Prepay technology usage fees
BT E R E
Rental fees HEE 4,752,000 - 432,000 4320000  Pre-paid rental fees
BKHEE
Total At 31,018,667 68,460,000 11,435,223 88,043,444
Note: The government grant recognized as deferred income by the Group is set out in it AEBERIA/ETRENBFHE

Note V.44,
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEE S22

29.  Other non-current liabilities 29 HitukRBEAE
3| December 31 December
2017 2016
20175 20165
Item HH 12A31H 12A31H
Government grant T 6 B 169,799,283 149,410,083
Total G 169,799,283 149,410,083
The balance of other non-current liabilities is the government grant of the HIERBaERENARNER
Group's projects that have been received but not inspected. B WEVE R B WE B 8B B
BB A

Details of government grants

31 December 31 December  Expect related to
Item 2017 2016 assets/income
2017 0I6F  FEIFEEE/
b= 12A31H 12A31H W 325 4R B
High-performance, environmental-friendly and low-cost
preparation of large-size optical fiber preform
technology and industrialization projects 50,002,083 50,002,083 Relate to assets
BIERERRERAEEAR T LB RRER M REXLRR BB AR
R&D subsidy for YOFC Self-own Preform and Optical
Fiber Industrialized Intelligent Manufacturing 45,000,000 32,000,000 Relate to assets
EREETREERHERC SR EEME AL BB AR
R&D subsidies for uttra-low attenuation fiber optic cable for
next-generation optical communications networks 44,220,000 44,220,000 Relate to assets
AR T -t REBRNBERCA AT EHRS BB AR
Yangtze Optical Fibre and Cable Shenyang Co., Ltd. - optical
cable project with annual output of 4 million core kilometers 3,500,000 = Relate to assets
RREBAEBGARARFEI0B T AR NERE BB AR
Active Optical Cable (AOC) Project Phase Il 3,240,000 — Relate to assets
BIRLE (AOC)TER — & HEE AR
Subsidies for the development and application of advanced
fiber sensor system 2,890,000 1,920,000  Relate to assets
TS E R R R KRR HEE R
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(B RIRERASN -

V.

SRENAARET)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
29.

Other non-current liabilities (Cont d)

Details of government grants (Contd)

29 -

I EOMBERERTE@E)

HipReadE(E)
BB M (%)

31 December 31 December  Expect related to
Item 2017 2016 assets/income
2017 WI6FE  FIEEE
EH 12A31H 124313 W AH R
Advanced Laser Specialty Fiber Industrialization Project 8,000,000 = Relate to assets
SRR HERLIER HEEHR
Key optical fiber industrialization technology and
application research project 299,000 299,000 Relate to assets
FRCEER CHERRITERRMARE HEEHR
Special fiber distribution for safety monitoring of transmission and
distribution lines Temperature Sensing System Project 180,000 300,000 Relate to assets
AREEERBRLEEENBEAED M HEENRD
BEERRSIE
R&D subsidies for high-speed fiber drawing production line 6,360,000 6,360,000  Relate to income
KRR A E R BRI =5 AR A
Subsidies for large core diameter special optical fiber product
development and industrialization 1,200,000 1,200,000  Relate to income
ANSERRHEmME N EERC AR B2 Uy 25 1
Special subsidy for preparation of Low-cost Large-size Fibers by
External Vapor Deposition Prefabricated Cooperative 1,120,000 [,120,000  Relate to income
EMRENIBERBER AR T AR ES EZAME B2 Uy 25 1
Development subsidies for special fiber used in high-power
fiber lasers 1,000,000 —  Relate to income
BIES - gk s P Ak g1 BRI 25 AR A
Subsidies for development and industrialization of VAD+RIC
large-size preform preparation and high-speed
continuous optical fiber drawing technology 800,000 800,000  Relate to income
VADHRICAR T REEREM LB S RER el
AR 3 o B2 R AL AR RA
Research subsidies for key technology and application of
special optical fiber industrialization 689,000 689,000  Relate to income
BHRCHE R BRI R MR Gl
Development of Fiber Broadband High Current Measuring Instrument 600,000 —  Relate to income
RBREARERREET S el
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(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEE S22

29.  Other non-current liabilities (Cont d) 29 HittERBEE(E)
Details of government grants (Contd) BB (&)
31 December 31 December  Expect related to
Item 2017 2016 assets/income
2017 WI6FE  FIEEE
HH 12A31H 124313 W AH R

Special subsidies for special fiber distribution for safety monitoring of

transmission and distribution lines Temperature sensor system 420,000 700,000  Relate to income
ARBEERBRLEEENBELE D hURE R &5 AR

BRAFEAMRN

Technology subsidies for high-power, high-gradient end cap

welding and beam shaping 279,200 —  Relate to income
B ERABEIRIE AR RE R RIS AR
Large diameter low water peak optical fiber preform

industrialization project = 5,000,000 Relate to assets
ABEEKE LB TAREERLARR BB E
Key Technology Development and Transformation of New

Generation Optical Fiber Preform Equipment project = 3,000,000 Relate to assets
H— OB R AR ST % B (L IR B BB E

Special subsidies for Key Technology Development and

Transformation of New Generation Optical Fiber

Preform Equipment = 1,000,000  Relate to income
H—RAABERERERREMTE LB FRARM BRI %5 AR A
Subsidies for development and industrialization of air blown

micro-fiber cable technology = 500,000  Relate to income
SRR BHEL Y BT 5 3 S EE AL #B Rk BRI 25 AR A
Subsidy for Development and Application of Optical Fiber

Manufacturing Information System Based on Intemet of Things = 300,000  Relate to income
ENYB BB RERE SRR R EAHR BRI 25 AR A
Subsidy for Industrialization of special optical fibers for optoelectronic

devices such as high-power lasers = —  Relate to income
BOERHRRELER AR ELBER(CAHRN BRI 25 AR A
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(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

29.  Other non-current liabilities (Cont d)

Details of government grants (Contd)

29 -

I EOMBERERTE@E)

HitkRBaE(E)
BB M (%)

31 December 31 December  Expect related to
Item 2017 2016 assets/income
20175 WI6FE  FIEEE
HH 12A31H 12A31H Wy 3 4E B
Special research and development subsidies for industrial-grade
high-power transmission fiber optic components = —  Relate to income
IERSNREFREABAMTNHEZRME Elhgayicl
Total 169,799,283 149,410,083
ast
30.  Share capital 30 PRAK
Opening balace Changes during Closing balance
in 2017 the year in2017
017 F68E  AFREER 2017 FREH
China Huaxin Post and Telecom R EZEEBER L ER QA
Technologies Co,, Ltd. 179,827,794 = 179,827,794
Draka Comteq B.V. Draka Comteq B.V. 179,827,794 = 179,827,794
Wauhan Yangtze Communications EVERITAEEXSE
Industry Group Co, Ltd. RDBRAR] 119,937,010 — 119,937,010
Other domestic shareholders HitAE R R 30,783,000 — 30,783,000
Other H shareholders Hfth H BBCR 171,739,000 — 171,739,000
Total number of shares Bt 4B 2K 682,114,598 — 682,114,598
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Share capital (Cont d)

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

30 BRA&(E)

EOHMBRREB TR E)

Opening balace Changes during Closing balance
in 2016 the year in2016
WI6FMRE  AFEHLE 2016 FRHE
China Huaxin Post and Telecom R EIZEEHBERLER QA
Technologies Co,, Ltd. 179,827,794 — 179,827,794
Draka Comteq B.V. Draka Comteq B.V. 179,827,794 = 179,827,794
Wuhan Yangtze Communications EERIAEEXEE
Industry Group Co, Ltd. IR B R A A 119,937,010 — 119,937,010
Other domestic shareholders H A& R AR R 30,783,000 — 30,783,000
Other H shareholders H At H AR 171,739,000 — 171,739,000
Total number of shares JBin 48 2k 682,114,598 — 682,114,598
Capital reserve 31 - BAXDRK
Opening balance Closing balance
on | January Addition Decrease on 3| December
2017 during during 2017
2017 F the year the year 20175
Item HE | B | BEEE REEM XERD 12831 BHE
Share premium BB 1,551,725,933 = — 1,551,725,933
Total Gk 1,551,725,933 — —  1,551,725933
Opening balance Closing balance
on | January Addition Decrease on 3| December
2016 during during 2016
20165 the year the year 20165
ltem = | A | B AREEM RERL 2R3 BRE
Share premium B HE 1,550,098,130 1,627,803 — 1,551,725933
Total Bt 1550,098,130 1,627,803 — 1551725933
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(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

32.  Other comprehensive income

I EOMBERERTE@E)

32 Hftigaws

Opening Closing balance
balance of other of other
comprehensive comprehensive
income Amount incurred in 2017 income
attributable to WITERFHER attributable to
the shareholders Amount After tax  the shareholders
of the Company  incurrend during After tax  attributable to  of the Company
HEREAE  the year before Less: attributableto non-controllng FEREAT
BRRME income tax income tax  the Company interests ~ RRRAIE A
Fa REME R RERR HERE Fa
e L FIME  BARLE  FAREA R80T AONER  FAEE
Other comprehensive income that maybe WA E D BB A
reclassified subsequently to profit or loss Hivira e
Including: Gains or losses arising from changes E A : AT E S RAEE
in fair value of available-for-sale MREEEDER
financial assets 76,236,068 (17,856,144) (2,647,957) (15,010,600)  (197,587) 61,225,468
Exchange differences on translation IBHBRENEER
of financial statements
of overseas subsidianes 12,206,576  (9,791,117) —  (6,967,323) (2,823,794) 5239253
Total ait 88,442,644 (27,647,261) (2,647,957) (21,977,923) (3,021,381) 66,464,721
Opening Closing balance
balance of other of other
comprehensive comprehensive
income Amount incurred in 2016 income
attributable to WICFRFEER attributable to
the shareholders Amount Aftertax  the shareholders
of the Company  incurrend during Aftertax  attributable to  of the Company
GBNERT  the year before less  attrbutableto  non-controlling  HEMEAR]
RERAIE fh income tax income tax  the Company interests  FRERMVE
Fala AERG B et HEERE fra e
ftem %A EURE  BARLEE  MEHER RERE  ROERE ERBE
Other comprehensive income that may be ~ bA& HE AR
reclassified subsequently to profit or loss A e les
Including: Gains or losses arising from changes A : Ak E S REE
in fair value of availablefor-sale ArEEEHER
financial assets 68,752,144 8879,576 1,351,731 7483924 43921 76,236,068
Exchange differences on translation NER BRI E A
of financial statements
of overseas subsidianies 1,795,136 14,424,581 — 10411440 4013141 12206576
Total CH 70,547,280 23,304,157 1351731 17895364 4057062 88442644
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V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

BSk

Surplus reserve (Contd)

Opening balance

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I et BRREEERE)
33 BBARE)

Closing balance

on | January Addition Decrease on 3| December
2017 during during 2017
2017 the year the year 2017
Item HA | A | BEREE RERM AEFD 12831 BHE
Statutory surplus reserve EERBRAIE 177,259,362 92,712,949 — 269972311
Discretionary surplus reserve (A= N 49,240,483 39,389,199 — 88,629,682
Reserve fund EEES 21,722,524 — — 21,722,524
Enterprise development fund PEERES 21,722,524 — — 21,722,524
Total ant 269,944,893 132,102,148 — 402,047,041
Opening balance Closing balance
on | January Addition Decrease on 3| December
2016 during during 2016
20165 the year the year 20165
ttem EH | A | BEA%E REZM AERL 12831 BHE
Statutory surplus reserve X YN 98,480,965 78,778,397 — 177259362
Discretionary surplus reserve EERBHAR 23,045,286 26,195,197 — 49,240,483
Reserve fund REEE 21,722,524 — — 21,722,524
Enterprise development fund rEERES 21,722,524 — — 21,722,524
Total At 164971299 104973,594 — 269944893
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(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

34.  Retained earnings

I EOMBERERTE@E)

34 ROEAE

Note 2017 2016
Item HH i 2017 20165
Retained eamings at the beginning FNARD BN
of the year 1,573,654,930 1,080,223,224
Add: profit for the year attributable to the Il * NF BN A AR R K]
equity shareholders of the Company Ve 1,268,353,170 717,093,240
Less: Transfer to statutory surplus reserve i : IREUATE B ATE 92,712,949 78,778,397
Transfer to discretionary RRERRBAE
surplus reserve 39,389,199 26,195,197
Transfer to reserve fund RRFEES — —
Transfer to enterprise ROG¥ERES
development fund = =
Transfer to employee incentive and RGBT RERENES
welfare fund = —
Dividends payable on ordinary share & 11 3 378 A A ) 0 173,939,222 118,687,940
Retained eamings at the end FRRD BEFIE
of the year @) 2,535,966,730 1,573,654,930
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V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
34.  Retained earnings (Contd)

()

Distribution of cash profits to investors
(€] Dividends on ordinary shares

On 7 June 2016, upon the approval of the shareholders” general meeting
of the Company, the Company distributed cash dividends to shareholders
for 2015 with a cash dividend of RMBO.|74 per share, amounted to
RMBI'18,687,940 in total. The dividends were paid to shareholders on 25
July 2016 and 29 July 2016.

On 22 May 2017, upon the approval of the shareholders' meeting of
the Company, the Company distributed cash dividends to shareholders
for 2016, with a cash dividend of RMB0.255 per share, amounted to
RMB173,939,222 in total. The dividends were paid to shareholders on 28
July 2017.

Explanation of retained eamings at the end of the year

As at 3| December 2016 and 3| December 2017, the retained earnings
attributable to the parent company of the Group included the surplus reserve
of RMB8,749,904 and RMBI2,109,362 transferred from the subsidiaries of the
Company.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I et BRREEERE)
34 ROBMAEE)

(M

RREEDEREHE
@  ERRARA

2016F 6 A7 HEART
BREAGRHE A2
AlmRE DA 2015F 3R
SIRA - SRR RF
ARE017478  £AR
5 118,687.9407C © % B
A2 M2016F78258
K 2016F7A29H M &k
RIRETE o

0I7F5ANAEAR
ARRAGHHA - K
REIMRED 20165
RelkFl 8RESRK
FARE02557T  £A
R ¥ 173939222 7T ° #%
A% FI 2 7201767 A28
ARRRRETE -

FERRDEMBRHA

R2016F 128318 K20174F
A3A AEERBRE
RAIMKRAENERBETA
RAWFRAIRRABHRAE
AREBT7499504TT k A R &
12,109,362 7T °
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(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

B5

Revenue and cost of sales

350 ERWBA - EERA

2017 2016

WITEE 016%FE
Revenue Cost Revenue Cost
[tem 1HH A A WA Bk 7R
Principal activities FEEH 10,223,510,120 7,461,680,074 7952317506 6310555922
Other operating activities Hin % 142,573,539 115202,841 159,177,618 118,361,593
Total A 10,366,083,659 7,576,882,915 8111495124 6428917515

Details of revenue:

Item

EEWA B -
2017 2016
BHE 2017 20164

Revenue from principal activities
— Optical fibres and optical

fibre preforms

FEFEBBA
— R HTERE EERA
4,702,946,373 4,073,144,690

— Optical fibre cables —HBHEBMA 5,034,896,658 3,580,739,390

— Other sales —HhHERA 485,667,089 298,433,426
Sub-total et 10,223,510,120 7952317,506
Revenue from other operating activities H A ZE RS IA

— Materials —MRHEEE A 114,674,434 132,522,184

— Technology license fees and services — B8 A AR B U A 22,753,672 22,860,332

— Others —Hfth 5,145,433 3,795,102
Total &t 10,366,083,659 8,111,495,124
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEE S22

36.  Taxes and surcharges 36 B KRHM

2017 2016
Item HE 20178 20165
Urban maintenance and construction tax PR T AR I AR 28,164,493 17,257,105
Education fee surcharge HEENM 18,210,420 11,477,106
Stamp tax ENFERT 7,534,545 4851439
Property tax FEN 6,362,240 3,161,763
Others Hith 3,445,493 843,583
Total &t 63,717,191 37,590,996

37.  Selling expenses 37 HHEEHR

2017 2016
Item HE 2017 5 2016%F
Salaries and benefits TERES 114,170,936 61,614,382
Social insurance and housing fund HREEEAES 16,772,379 11,268,314
Transportation fee ERE 60,968,217 55,492,265
Travelling expenses EZRAFE 75,325,775 45427,255
Selling commissions HEME 12,494,175 8,330,443
Packaging fee BEE 6,717,516 5416014
Tender fee RiZE 1,756,370 1,456,465
Depreciation e 847,250 384,799
Others HAh 15,831,963 10,041,616
Total &t 304,884,581 199,431,553
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(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

38.  Adminstrative expenses 38 EHEEH

2017 2016
Item HE 2017 F 2016%F
Salaries and benefits TERES 193,691,589 143,374,569
Social insurance and housing fund HREEEAES 19,686,184 18,489,550
Employee welfare costs BETRNE 44,088,795 30,178,537
R&D expenses MEER 360,792,988 235915057
Depreciation and amrotization FEMEH 46,420,854 35,513,814
Intermediary fees* (Note) mNER*(G) 87,256,362 33,436,693
Technology usage fees Bt A& 42,006,718 33,346,065
Travelling expenses EIRIBHE 31,905,863 25,266,652
Maintainence and repair fees HEBEE 39,717,773 19,788,648
Exhibition promotion expenses @ﬂ‘%ﬁ{%” 26,557,277 17,568,527
Rental expenses HES 6,389,989 7497211
Directors' fees E50e 5,032,590 5201,570
Taxes %)fé% — 3316563
Certification test fees RERH B 10,644,636 2,929,626
Others HAth 53,875,770 50,407,263
Total &t 968,067,388 662,230,345
Note: In 2017, the intermediary fees included audit service fees of RMB3.66 million (2016 3 WI/ERNBATBEESETR

RMB3.54 million) and non-audit service fees of RMBI million (2016: RMBI million). BEBRARE3668 7T(2006
F 348 T )MIERTREE
BARBI0E (0164 :

100&7T) °
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) 5 G EEREBSEE)
Financial expenses 39 BIBEHR
2017 2016
Item HE 2017 F 2016%F
Interest expenses on loans and payables ERRERFENFEX T 59,199,586 57,543,067
Less: Borrowing costs capitalized B BRMEF S 1,469,850 5,655,292
Less: Financial discount to offset W TR R R S B A
financial expenses 740,400 —
Interest income from deposits and receivables 75 5% 2 & 4 R I8 A FI| 8 A (14,568,237) (18,109,200)
Net exchange loss FEREE 28,173,581 68,333,764
Other financial expenses Hitn B 7% & F 7,561,710 10,098,754
Total GEl 78,156,390 112,211,093
The interest rate per annum, at which the borrowing costs were capitalized REBEWI6FER17FER
for the 2016 and 2017 by the Company was 2.85% and 4.10% respectively. RETENEREALSENE
AR5 5 72.85% K 4.10% ©
The fiscal discount during the reporting period has been included in non- WREMAB AL R 2 AF R T
recurring gains and losses. e o
Impairment losses 40 BEERMERX
Note 2017 2016
Item HHE Pyt 2017 F 20165
(VA()
Trade receivables JEUS BR X A 44) 11,304,765 (1788,414)
(V8(3)
Inventories U3 f8(3) 16,174,892 15,062,492
(V.15)
Intangible assets BREE h- 15 89,849,920 —
Total A& 117,329,577 13,274,078

The disposal loss of assets in each year during the reporting period has been

included in non-recurring profit and loss.

BERANSFEERBERRDA
AR EIEE -
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V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

41.  Gain/(loss) from changes in fair value

i AOIMBHRREEERE)
41 DAEESERE (BX)

Note 2017 2016
Item R BisE 2017 5 201645
Financial assets at fair value AR EBETEBEZEHTA XVI.4
through profit or loss EHEGNeREE TR 4 240,422 (99,303)
Total At 240,422 (99,303)
42.  Investment income 4 BEWE

Information on projects with investment income

REWz7RE BN

Note 2017 2016

Item HHE P aE 20175 20165
Income from long-term equity BERER R ARE

investments under RE W

equity method 159,121,150 105,040,139
Investment income of L ESRHEETERSA

available-for-sale financial MR E W=

assets during holding 156,100 5477965
Investment gains on disposal of REAHIESRHEE XVI4

available-for-sale financial assets HSHIRE Was T4 1,812,430 2,897,278
Others Hith — —
Total At 161,089,680 113,415,382
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
43.

Notes to the Financial Statements

Losses from asset disposals

+ -

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

BN BHRREETRE)
43 BEEBBX

2017 2016
Item HE 2017 & 20164
Loss from disposal of fixed assets TEEREBX (2,729,458) (2,080,737)
Total G (2,729,458) (2,080,737)

The amount of non-recurring gains and losses included in the reporting

period is as follows:

BERARGTAELERHIERNE
REAOF

2017 2016
Item HE 2017 5 2016%F
Loss from disposal of fixed assets TEERBERRX (2,729,458) (2,080,737)
Total G (2,729,458) (2,080,737)
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(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

44.  Government grants

(!)  Government grants relate to assets

I AtMERREEERESE)
44 - BUSHE

() BEEHBHBATHEE

Deferred Deferred
income Opening income Closing
balance on  Subsidy amount Amount charged balance on
| January 2017 added during ~ Amount charged  to non-operating 31 December 2017
B theyear  to other income revenue BENE
WI7§ REHE AR STAEE  Other changes WITE
Subsidy project L | B REE wheR hEeH MALE 28 1283 BHE
RIC+PCVD fber production technological - RIC+PCVD A K i
R&D and renovation project HETRIER 11,000,000 = (1,000,000 = = 10,000,000
10GSFP+ High Speed Communication~ 10GSFP+ R BIE LR E
Chip Implementation project GEYLE 36,520,000 = (1,400,000 = (800,000) 34320000
Yangtze Optical Fbre and Cable Lanzhou &Rt & X ERNERAT
Co, Lid - Phase Dexpansion project. A TR 7836777 - (20493%3) - - 25787444
Subsices for large diameter lowwater — AEMEKIE S LR
peak optical fioer preform EXVEERY
industrialization project = 5,000,000 (102,000) = (612,000) 4286,000
Project subsidies for Key Technology TRt RYERERRR
Development and Transforration TEEE(RE A
of New Generation Optical Fiber
Preform Equipment = 3,000,000 (300,000 = (225,000) 2,475,000
Total At 75,356,777 8,000,000 (4851,333) = (1,637,000) 76,8684
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEE S22

44.  Government grants (Cont d) 44 - BRFRBN(ZE)
(1)  Government grants relate to assets: (Cont'd) () E&E B K EFT#EY
(%)

Deferred

income Opening Deferred income

balanceon  Subsidy amount Amount charged Closing balance on

[ January 2016 added during  Amount charged  to non-operating 31 December 2016

Eiths theyear  to otherincome revenue iy

W6E REHKE STAEA TAES Other changes W6E

Subsidy project HEER IR BAE g lhenea MALE A28 1273 BHE

RIC+PCVD fibr production technological -~ RICHPCVD Jeti A E S i H1%

R&D and renovation project WETRER 12,000,000 = = (1000,000) = 11000000
0GSFP+ High Speed Communication ~~ 10GSFP+ iR B E

Chip Implemertation project GELL - 37720000 - (400000) (800000) 36520000
Yangtze Optical Fbre and Cable Lanchou ~ RAKE X EFNERAR

Co, ltd - Phase 2 expansionproject ~~~ —HRETIREE - 30740000 — (853,890) (20493%3) 7836777
Total it 12000000 68460000 - (22538%) (28433)) 75356777

RRERXMABROERAF / F3H2017 299




300

Notes to the Financial Statements
B 7% R 3% Bt &

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
44.  Government grants (Contd) 44 -

(2)  Government grant relate to income

Amount incurred  Amount charged

i AOIMBHRREEERE)
BB (E)
2) EYa ERH BT

Amount charged

to non-operating

in2017  to other income revenue
2017 F FFAH A FTAEESN

Subsidy project HEEE BESH Enka ] WAEH
Leading company special funds BELXFEES 7,000,000 7,000,000 —
Foreign Economic and IMEBERESR

Trade Development Fund 3,970,178 3,970,178 =
Manufacturing and Intemnet SO MRS

integration development LERZEES

special funds 2,800,000 2,800,000 =
R&D input subsidies PR ARHRL 2,000,000 2,000,000 —
Special funds for the development — BX{4HF1{E B AR 75 3 &

of software and BEE®

information services 1,936,000 1,936,000 —
Wauhan role stablisation subsidy HNEMIS A 1,166,000 1,166,000 —
Standard development grant 1 AE R B4 B 1,030,000 1,030,000 =
Project Subsidy for New Generation 7 —{X Yt 4 TR 2 35 (5 AR

Optical Fiber Preform Equipment  $Xfigiff 3% Ba83 (L 16 B % 8h

Key Technology R&D

and Conversion 1,000,000 1,000,000 —
Technology insurance subsidies BB RbefHAL 900,000 900,000 —
Talent grant funds ATHEBES 630,000 580,000 =
Subsidies for air blown micro-fiber SRR 3K 48 5 4l A B

cable technology development REF #hAE

and industrialization 500,000 500,000 —
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i

44.  Government grants (Contd)

(2)  Government grant relate to income: (Contd)

Amount incurred

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

EOHMBRREB TR E)

44 -

BB (E)
2) Bz HEBREE

(&)

Amount charged

Amount charged  to non-operating

in2017  to other income revenue
20175 AR BPN-E3)

Subsidy project myEe BESE Wi & 58 LONex |
Refinancing incentives Ba & RE 500,000 500,000 —
Storage company award funds AEGXRBES 360,000 360,000 =
Special research and development TR =1 EEHaE 4

subsidies for industrial-grade AR EIERHRL

high-power transmission

fiber optic components 300,000 300,000 =
Subsidies for Intemet-based fiber-  EER VB AB ) F 4 2L iE

optic manufacturing EREZMAHE

information system 300,000 300,000 =
Patent Application Funding EFRRFEER 232,600 232,600 —
Postdoctoral Research Stati BT &R E BB

on Funding Fee 200,000 200,000 =
Fundamental issues research ERAEDIREE LG

subsidy for optical fiber materials B T AR B S AL

based on quartz sand 30,000 30,000 =
Others HAh 1,349,080 1,149,080 =
Total Gl 26,203,858 26,203,858 —
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

44, Government grants (Cont d) 44 - BUNRBN(E)
(2)  Government grant relate to income: (Contd) (2) B 16 BB BT B
(%)

Amount charged

Amount incurred  Amount charged  to non-operating

in2016  to other income revenue
2016F ATAEA AT AEEI

Subsidy project fBIEE BESH W e WAEE
Subsidies for high-power lasers ENEH S EERESR G

and other optoelectronic devices  FRFE A E S L Rh

with special optical

fiber industrialization 6,500,000 — 6,500,000
High-tech export product discounts = %7 O E L& 3,000,000 — 3,000,000
Special subsidy for YOFC Science ~ RARBHXE1R & B iy

Park Investment and BUEHIERHAL

Technical Reform 2,936,400 = 2,936,400
Foreign Trade Export Subsidy HMEE O AR 2,590,000 — 2,590,000
Wauhan role stablisation subsidy HNEMIS A 1,417,300 — 1,417,300
Talent grant funds AT B E S [,100,000 — [,100,000
Subsidies for air blown micro-fiber SRR R 3 BB H fi A 3 K%

cable technology development EF(

and industrialization 1,000,000 — 1,000,000
Central foreign trade import RRIMEEENRL R

discount interest 831,635 — 831,635
Intellectual Property Award HBERER 831,000 — 831,000
Special research and development TR =T EEHaE 4

subsidies for industrial-grade AR B IR AHRL

high-power transmission

fiber optic components 700,000 = 700,000
High-tech R&D and Industrialization = #TH TS BREE (L 1C &

Funds 500,000 — 500,000
Postdoctoral Research Station BRI AR E

Funding Fee 500,000 — 500,000
Well-known trademark grants St EEIRER 500,000 — 500,000
Others it 1,287,125 — 287,125
Total A&t 23,693,460 — 23,693,460
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V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

45.  Non-operating income and expenses

)

)

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EtMERREEEES)
45« EEHMEZ

Information on non-operating income items as follows: (1) EFEIKAZHEEELL
3
Note 2017 2016
Item P et 20174 20165
Government grant TR # B V.44
L 44 = 25,947,350
Acquisition gains U i e VII(2)
N Q) = =
Revenue from sales of scraps  EEmn $H & WA 939,935 —
Others At 763,086 493,460
Total A&t 1,703,021 26,440,810
Non-operating income for each year during the reporting period has WMEBRANSFEEIMNIA
been included in non-recurring profit and loss. BEETAELE RS -
Information on non-opreating expenses items as follows: (2) EXEITHAEEIELN
T
2017 2016
Item HE 20174 20164
External donations HMERE — 588,000
Loss from sales of scraps FEminERk 724,761 1,335,858
Others HAth 805,523 299,007
Total Gl 1,530,284 2222865
Non-operating expenses for each year during the reporting period HEMREFLENTL

have been included in non-recurring profit and loss.

Bat AFEE LR -
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

46.  Income tax 46 - FIBHIER
Note 2017 2016
i 20178 20165
Income tax for the year based BEREBAREAED
on the laws and regulations BFMEN 207,697,129 143,984,535
Changes in deferred income tax RIS THAE S (1) 5,369,428 (44,226,452)
Tax filing differences EEEHERRE (771,452) (165423)
Total B&f 212,295,105 99,592,660
(1) The analysis of changes in deferred income tax is as follows: (1) EEF{SH 89% 5 74740
F:
2017 2016
Item HE 2017 5 20165
Originations and reversals of ERMERNELNED
temporary differences 5,369,428 (44,226,452)
Total &t 5,369,428 (44226,452)
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46.

Income tax (Contd)

Notes to the Financial Statements

(2)  Reconciliation between income tax expense and accounting profit

+ -

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

St ERREETE S
46 - FIBRIER(E)

(2) FERBEEAESHFBTY

is as follows: BENT
2017 2016

Item HH 2017 20165
Profit before taxation BRI 1,446,874,189 793292831
Expected income tax calculated at WK 5% E RS

tax rate of 25% 361,718,547 198,323,207
Effect of tax rate differences BERTRANENTE (124,672,607) (66,110,696)
Effect of tax filing difference EHEHEERBNTE (771,452) (165423)
Effect of non-taxable income FREFM AT E (41,328,650) (28,183,864)
Effect of non-deductible cost, TAHEHRKA - BRMEBX

expense and loss ) 6,810,426 5,890,758
Additional qualified tax deduction FE B mnEt kR

relating to research and

development costs (31,310,898) (25,761,823)
Effect of deductible temporary differences ZAAF REERIEILEFTFTEER

or deductible tax losses for which no AENERTEERY

deferred tax asset was recognized AENBENTE

during the year 41,849,739 15,600,501
Income tax for the year AEMENER 212,295,105 99,592,660
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) i

47.  Calculations for earnings per share

(1)  Basic earnings per share

EOMBHRBETE@)
47 - BRUSWFERRE

() EXERYzm

Basic earnings per share was calculated by dividing the consolidated

profit for the year attributable to ordinary shareholders of the

Company by the weighted average number of ordinary shares

ERGRERAFEBENRA
NElERERENE G F
FE B AR B BTSN

outstanding: R R InAE T 1S BEt
=i
2017 2016

Item 5H 20174 20165
Consolidated profit for the year FERAR AL ARRER

attributable to ordinary éfﬁf?*‘] }Fﬁ

shareholders of the Company 1,268,353,170 717,093,240
Weighted average number of ordinary ~ ANA BB TIEINE AR A

shares outstanding of the Company INFET 980 682,114,598 682,114,598
Basic earnings per share (RMB/share) BEARgREE(ARET /&) 1.86 1.05

The weighted average number of ordinary shares is calculated as

TR NETHAEE

follows: B
2017 2016
2017 £ 20165
Number of issued ordinary shares FEE AR AR 28
at the beginning of the year 682,114,598 682,114,598
Effect on issue of new shares NABITHROTE
upon open offer — —
Effect on issue of shars pursuant Ri% B TR
to employee shareholding scheme BEITRNTE = —
Effect on placing of shares BROEENTE = —
Weighted average number of ordinary FRE WA INHE T 92
shares at the end of the year 682,114,598 682,114,598

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017




Notes to the Financial Statements

V.  NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)

47.

48.

Calculations for earnings per share

(2)  Diluted earnings per share

There is no dilutive potential share during both the current and prior

years. Accordingly, the diluted eamings per share are the same as

basic eamnings per share.

Income statement supplementary information

Classification of expenses in the income statement by nature:

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

i AOIMBHRREEERE)
47 - BRUSWFERRE

2) FESKRKZ
ARRTEEREBIENE
LTak AuBEBESR

48 - FEXR\HRER
HABERTFNEREEE D

Note 2017 2016
Item 5H Py et 20174 20165
Revenue HEWA V.35
$ 35 10,366,083,659 8,111,495,124
Less: Changes in inventories of finished & : ZERX fh AR 2 fh Y V.8(2)
goods and work in progress FEEH 5 8(2) (19,278,832) (60,077,787)
Raw materials consumed FE R )RR 6,840,349,735 5914,316,949
Employee benefits expenses BIFMER 890,618,874 651,189,642
Depreciation and amortization FEMBEHEER V.I3and I5
expneses fi 13
15 203,315,129 159,599,485
Impairment loss BEREREX V40
540 117,329,577 13,274,078
Financial expenses BER V.39
H 39 78,156,390 112,211,093
Packaging fees BEENEE 140,224,346 107,460,633
Utility expenses KERE 143,654,925 105,470,314
R&D expenses (excluding HEE(TSBIEMR
employee benefits, depreciation wENEH)
and amortization) 220,803,759 148,343,807
Technology usage fees wiERE V.38
f 38 42,006,718 33,346,065
Other expenses Hit &R 262,201,586 157,285,959
Operating profit LSRN 1,446,701,452 769,074,886
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

49. Items of cash flow statement 49 HEeREXREH
(1)  Proceeds received relating to other operating activities () WEWEMELE TEHE
BHEE

2017 2016
Item HE 20175 20164
Government grants I 45 B 103,099,200 257915544
Technology services fees Btk & 16,853,672 16,960,332
Rental income HERA 4,861,099 2,850,399
Related party transactions R R 1,949,786 323,365
Others Hith 107,260 7334011
Total G 126,871,017 285,383,65

(2)  Payment relating to other operating activities 2 ZNWEMELEZEHE
BHEE

2017 2016
Item HH 2017 £ 20165
Travelling expenses ERBEE 109,035,715 70,693,907
Consultation fees AR 40,268,468 25,073,396
Exhibition promotion expenses eREEE 22,952,918 14,948,022
Certification test fees REAAE 10,644,636 2929626
Loans by non-controlling interests DEHRRIER — 16,707,367
Tender fees BRE 7,363,592 3,767,086
Board fees EFER 1,111,583 1,121,091
Related party transactions REsE 7 2R — 641,734
Donation expenditures B = 588,000
Rental expenses MEE = —
Insurance expenses R &R — —
Others HAh 70,603,879 38,590,430
Total Bt 261,980,791 175,060,659
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

h- AOUBHRERZEE)
BeRERHERAER
() REREXFLEH

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
50. Related information of cash flow statement 50

(1)  Supplementary information on cash flow statement

a. Reconcilation of profit for the year to cash flows from a. RN ERES AL E
operating activities: BHHREME
Note 2017 2016
Item HH P E 2017 20165
Profit for the year EZAINE 1,234,579,084 693,700,171
Add: Provision for impairment m: BERELEE V.40
of assets 540 117,329,577 13,274,078
Depreciation of fixed assets B &ERE V.13
h 13 173,255,563 132,527,681
Amortization of Intangible B EE#RE V.15
assets h 15 30,059,566 27,071,804
Loss on disposal of fixed BREBETEE &
assets, intangible assets and FMEEMEM R
other long-term assets BEMBEXR 2,729,458 2,080,737
(Gain)/loss from changes in DREEE VAl
fair value (Mz) /1B A4l (240,422) 99,303
Financial expenses B%ER 47,988,952 77,547,550
Investment income RE W (161,089,680) (110,268,034)
Gain on acquisition Wi 2RI EE e
of subsidiaries = —
Decrease/(increase) in BN EE
deferred tax assets w,/ () 5,369,428 (44226,452)

(Increase)/decrease

FEHEEM), AL

in inventories (102,265,503) 18,621,929
Increase in operating AR M e OB B RV
receivables (388,834,618) (11,689,547)
Increase in operating payables R EAIR R RN 778,988,536 508,479,615
Net cash flows from RETHELNRE
operating activities MERE 1,737,869,941 1,307,218,835
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)
REREXEEER(E)
() BEnEXxFAEN

50. Related information of cash flow statement (Cont d) 50 »

(1)  Supplementary information on cash flow statement (Cont d)

(%)
b.  Major business activities that do not involve cash receipts and b. THERREKRXWE
payments: RISETEE -
2017 2016

Item HH 20174 20165
Bank acceptance bills received HEMm - RESBUIRTA

from sales of goods, provision of K EZEEEN A K E MR

labor services are endorsed by

the Group's suppliers 713,570,353 952,002,095

In 2016 and 2017, the Group endorsed the bills receivable
to the Group's suppliers in amounts of RMB952,002,095 and
RMB713,570,353, respectively.

2016F & K2017F
ERSEREKRE
EERASEME
i RESRARE
952,002,0957C 1 A
R¥ 713,570,353 7T °

¢ Major financing activities that do not involve cash receipts and « APIHERREUZHE
expenditures: REBED
2017 2016
Item 5H 20174 20165
Intangible assets contributed by PEHBRRBEVEELE
non-controlling interests = 28,910,200
On 20 December 2016, China Standard Software Co., Ltd, 2016 124208 -
a major shareholder of the Company's subsidiary, Wuhan RRAREFRRFIEZ
E3cloud Information Technologies Co., Ltd., invested in HEEBEMBRA
Intangible assets with an estimated value of RMB28,910,200. ANEEZREFEHR
HERARIARLE
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V.

Notes to the Financial Statements

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd)
50. Related information of cash flow statement (Cont d)

(1)  Supplementary information on cash flow statement (Cont d)

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

I EOMBEREREE@)

RERBREBER(E)
() BRERBXHTEH

(&)
d.  Net changes in cash and cash equivalents: d RekBREeEEMT
BEHER
Note 2017 2016
Item HHE P aE 2017 % 2016%F
Cash at the end B0 FARRE
of the year 1,799,513,559 1,422,575,026
Less: cash at the beginning & IR & B FIERRR
of the year 1,422,575,026 2,047,124,693
Add: cash equivalent at the I : R EFEMMF REATE V.7(3)
end of the year f703) = 5,000,000
Less: cash equivalent B REEBMNFIRE
at the beginning
of the year 5,000,000 —
Net increase/(decrease) in & RIREEEYF
cash and cash equivalents 3211,/ (R4 )28 371,938,533 (619,549,667)
(2)  Composition of cash and cash equivalents 2) HEHNELZEYHEL
Note 2017 2016
Item HHE Pt 2017 F 2016%F
Cash Be 1,799,513,559 1422,575,026
Of which: Cash in hand H: EFRE 556,518 757,045
Cash at bank available AIBER AR 2 15T Y
on demand BITHER 1,798,957,041 421,817,981
Cash equivalents BeZEY V.7(3)
f703) = 5,000,000
Cash and cash equivalents FXRAE LR
at the end of the year EZEMHE 1,799,513,559 1,427,575,026
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

V. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (Contd) ~ # » SHtHEHREEEIE &)

51.  Assets with ownership or use right restrictions 51 FrERESERESIRENEE
Opening Closing
balance on balance on
31 December 31 December
2015 Addition Decrease 2016
2015 during during 20165 Reasons of
12A318 the year the year 12A318 restrictions
ttem JHH B RSN RERD BE XBRRE
Cash and cash equivalent EkES — 205,000,000 — 205,000,000 Pledged
for loans
ERER
Long-term receivables R 205,000,000 —  (205,000,000) — Pledged
for loans
ERE R
Total CE 205,000,000 205000000  (205,000,000) 205,000,000
Opening Closing
balance on balance on
31 December 31 December
2016 Addition Decrease 2017
20165 during during 2017 F Reasons of
12A31 8 the year the year 12A31H restrictions
ltem JHH B AR RERD B XRRE
Cash and cash equivalent EHE® 205,000,000 —  (205,000,000) — Pledged
for loans
ERE A
Fied assets Bl &E — 51,276,467 — 51,276,467 Charged
for loans
A
Charged
Intangible assets BV EE — 27,147,834 — 27,147,834 for loans
A
Total aaf 205,000,000 78424301 (205,000,000) 78,424,301
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VI. CHANGE IN SCOPE OF CONSOLIDATION

Change in scope of consolidation arising from newly established
subsidiaries

The consolidation scope of the consolidated financial statements is
determined on the basis of control, including the company and its controlled
subsidiaries. Control refers to the fact that the Group has power over the
investee, enjoys variable returns by participating in related activities of the
investee, and has the ability to use its power over the investee to influence
its return amount. When judging whether the Group has the power over
the investee, the Group only considers the substantive rights related to the
investee (including the substantive rights enjoyed by the Group itself and
other parties). The financial position, operating results, and cash flows of the
subsidiaries are included in the consolidated financial statements from the
date the control begins to the date the control ends. Details of the newly
established subsidiaries of the Group in 2016 and 2017 are listed in Note
VILICT.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

N BHEENEE

|~

HRTARNEBNEHEELD

& PSR 6 & O 88 E DA H
REWTRTE  BFAAAR
AARESEFRA - 28] 2
BEASERAHWERE TN E
N RS EEREFEAEE
BmMEAUEOE - W EBE

ERHBRETNENTER DR
eH  EHEARERLHEEY
BREFTWENR  KEEEZ
BHEEE T RBNEE EER
(BRAEEEAMEANRA
tAMEENELLEN) - F
NAINBI AN - BEKRE
EmE BTGB EEEG S
RAIEBERE B BIRKP -
AEBE016K017FEHR

RAEFAEERMEL - 1()
FIR
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(RIS - SBENAARYKT)

VIl INTERESTS IN OTHER ENTITIES t - EHMTRPHES
l. Interests in subsidiaries |+ HFEFARPES
(1) The constitution of the Group () LEXEEBHEL
Percentage of sareholding (¥
(or percentage ofsmiar interests
SR R EE L)
06 07
33 k3 Methodof ~ Dateof
Name of subsidary Principal place of business Place of reistrasion~~~ Nature ofbusiness Registered capital Directly Indirectly Directy Indrecty ~ Acquisition Incorporation
IE70AE T5ie ifi4 E3 4 ifEx Bk L E% B%  HRAL  RUBE
Yangze OpticalFire and Hong kong Hong Kong Tredng of raw mteridls HK$80000 10000% - 10000% = Icorporeton [7)uy 2013
il Conpary (Hong ong) Linted 3 & FitkEs 00 S &L WE7ANA
RRRARE(ER)ARAT
Everpro Technologies Company Lited Wohan, Hubel Province Wahan, Hubei Province  Production and sales of ber RMB315,000000 6.3% = 8923% — Icoporation 9 December 2013
TR A ERAR HranEn BrnEn optic el and relted producs AREIBOONT  923% = 3% = &L W3ENAIA
HAtERERERNEEREE
EverProsper Technologes Company Limted~~ Wihen, Hubei Province Hong Kong Tredng of raw mteridls RIBL6,194 46 - 6923% - 61%  hcoporton — 6Jine 014
GE(EE HRARLR HERE &t Fifes NEEB 46T RL 104F6ReE
Shendhen YOFC Connectivty Shendhen, Guangdong Province. ~ Shenchen, Itegrated wing sytem production and sas AVB30000000 T30 - T30 = Icorporaton 15 Apnl 2015
Teehndloges Co, Lt Ex4Rim GangdogProinee~ iFR PEAREERRE AREN00007 RI - NBE4RISA
HIEREERIARDT ER&RIm
PTYangize Optical Fre ndonesa Indonesa ndonesia Production and sles of opticl fberand reited poducs US§21,000000 T00% - T000% = coporaion  12Mey 2013
PT Yangtze Optice Fre Indonesa ERED RS FARERRRLERGE 200000%T RI - NBESANA
Yangize OpticalFibe and Cabl Shenyang Co, Lid. Tieng, LisoningProvince Tielng, LaoningProvince  Prodiuction and sdle ofber RMBA0000000 10000% - 10000% = heorporeton 16June 2015
RRtaRERRARAT REERET FELHET optic e ekt procucs AREQ0000T GRS [ 25: 13
HEREEERNEERAE
Yangize OpticalFre and Cebl Lanzhou Co, Ltd.  Lanzhou, Gansu Proince Lanzhou, Gansu ProvinceProducion and seles offber optic cables and related products RMB30000000 10000% - 10000% = Incorporaton 13 uy 2015
SR SANRRLA HRERAT GEE Ll HERERERNIERAE ABBN0007T XL WSETARA
Yangze Opic Fbre (Qnjang) Co, Ltd Qinjang, Hubei Provice Qlenjang, HubeiProvince  Production and sles ofapticl e, apticl er prefoms RMB404.00000 10000% - 10000% = hopoion By 2015
FRAEELERAR Vi I BHELn andredted products ARE 0400007 &L WI5E7ABA
18 HAERER AR ARAE
HubeiFying Optical Fre Mt Co, Ltd Qinjang, Hubei Provice Qlenjang, HubeiProvince  Production nd sl of ighpurty gemenium RMBE0000000 §700% - §700% = corporeton 12 August 015
B RERSHHERAT Vi I BHELn tefrclore fooptica er AR 000007 &L WI5E8ANA
HAREARElPHEEREE
Al First Optcal Foer and Cal Co, Lid Linan, Zhefeng Province Linan, Zhefang Province  Production and sdles offber otic s and relted prodcs RMBI8000000 5100% - 51.00% = hoportion 8 December 2015
B v A GEET ] HiTegxn AR R R RRE AEB 186000007 RL NSELALE
Yangize Opics Afnic Holdings Proptay Limted - South Afrca South Afica Tradng 15510000000 5100 Bl 5100 B hcorporgion 14y 2016
Yangze Optic Afica Holdngs [ [ 25 l00000ET &L WI6EIRKA

Proprietary Limted
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VII.  INTERESTS IN OTHER ENTITIES (Contd)
I. Interests in subsidiaries (Contd)

(1) The constitution of the Group (Cont'd)

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

t - BEHOEBTHEREZ

|~

EFRATRHER(E)
() LEXEEHEL (E)

Percentage of shareholding (1)

(or percentag ofsmiar interests

TR o (B RO )
06 07
33 k3 Mefodof ~ Dateol
Name of subsidary Principal place ofbusiness ~~ Place of regitraion~~ Nature ofbusiness Regisered capital Directly Indirectly Directy Indrecty ~ Acquisition Incorporation
IE70AE 2 ifi4 E3 4 ifEx Bk L E% B%  HRAL  RUBE
Yangize Optics Afnica Cable Propretay Limited ~~~ South Afica South Afica Producton and sdes offber optic cales and relted products US$8000000 - T40% - T40%  Incorporetion [4Janaary 016
Yangize Optcs Afica Cabe Propeetay Linted i3 ip3 HEREBERNEEREE B0000ET &L WI6EIAMA
Wuhan E3coud formetion Technologes o, Ltd. ~ Wihan,HubeiProvince~ Wuhan, HubeiProvnce Tectnical deelopment consuting seices for computer RVB 111375000 169% 363% 1654% 6% Icoporfon  2March 016
(Fomery known & “Wuhen E3doud informetion hardwere and sftvere and anclry equipment ARE 1375007 RI NIE3AIA
Teetnologes Co, 1) MR MR iTERERE R B RIRE RS
REAZEERITRRLAIRE
[RELAZERRHARRLDA)
YOFC ntemetiona (Thalnd) Co, Ltd Thland Thaland mport and Export of Optica ber Cebes and Reated Products THBI0000000 - 10000% - 10000%  ncorporetion 26 October 2016
YORC Intematoral (Thafnd) Co, L 7 g3 HrERERERNELD 100000005k R NIsEI0ABA
RIT Tech (ntellzence Soluions Lt lyae lyae Commuricetions and Menegement Solutns Sofvare 1510000 - - - 1500 heoporgtion 15 December 2016
(BAORC nestnent1d) IR R and Hadhare Ptforns RAD) an s lo00sFER ®I NisENANSA
HETRRHRRRAEAT BEELHRRR R R IR TR RERAE
PT Yangtze Optics Indonesia donestz ndonesta Producton and sdes offber optic cales and relted products USS14000000 - T000% = Icorporeton [3Aprl 2017
PT Yangze Opis nconesia i i e ERERERAEEREE 000005 R WTE4ARA
YOFC ltemational(Phfppies) Corporaton Philippines Phippres Fiber optic cable sals and relted genera Pesol200000 - - - 0000%  bcoporaon 5 December 017
YOFC Intematoral Phippies) Comoratin 68 #E contecting engheering enices 0200000368 2 RI - NIENASH
HALEHERABEOIERE
Wetan YOFC Cble Co, id. Wohan, Hubei Proince -~ Wahn Hube Province: Production and sele of copper wire and relted podics RVB73351.200 8000% - 8000 = DBusmessmerger | December 19%9
AERRAREAAROT HERED HERED FREEERnEERAE AREDIINT ntuderjont  IS9E2A1B
confol
(Note (1)
#R-44T
e
(&5 ()
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VII. INTERESTS IN OTHER ENTITIES (Contd) + -  EEMFEPNERE)
I. Interests in subsidiaries (Cont d) |+ HEFATHHERE)
(1)  The constitution of the Group (Contd) () DEZBHER (&
Changes in the registered capital of the subsidiaries: FARaMERENLFE
W
before change Shareholding proportion
Shareholding proportion Registered capital after change
Capital increasing party! Registered capital SEARRLA after change REARRIA
Name of company Capital contributing party Date of change before change Directly Indirectly E# Directly Indirectly
i £1: B85/ 485 RERH ErifhEs E% 3 HfEx E% 53
Everprosper Technologies Company Limited  Everpro Technologies Company Limited 15 June 2016 RMBI3.241.967 - 69.3%  RMBI9SS57.366 - 69.23%
BE(EB)HRERAT SRR HRERAT WeF6AI5H NG N
1324197 ¢ 1957366 TC
Everprosper Technologies Company Limited  Everpro Technologies Company Limited 16 October 2017 RMBI9,557366 - 69.23%  RMB26194466 - 69.12%
ROEER)HRERAT R (RE)REERAA WI7E10A 168 N AR
19557366 T 2619446670
Wuhan E3doud Information China Standard Software Co, Ltd. 20 December 2016 RMBB2,500,000 36.36% 4406%  RMBIII,375000 2694% 3063%
Technologies Co, Ltd R RRAT WI6E12A20A ARE AEH#
RRAERERITARAA 825000007 1113750007
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Notes to the Financial Statements

VII.  INTERESTS IN OTHER ENTITIES (Contd)

2.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

t - BEHOEFBTHERZ)

Transactions that cause changes in the Group’s interests in subsidiaries 2 EFARNFIEEEROERE
that do not result in loss of control BLANEHFRARNRS
On 20 December 2016, China Standard Software Co., Ltd., the non- 2016 12 5208 » KA R A F
controlling interest holder of the Company’s subsidiary Wuhan E3cloud RAPEHEERRMARRAA
Information Technologies Co., Ltd., acquired 25.93% equity of Wuhan B> ERE R IZEE B R AT A
E3cloud Information Technologies Co,, Ltd., which was funded by Intangible EFEELENAERTIESE
assets. The Company's direct and indirect shareholding in Wuhan E3cloud = B BT A IR 2 7] 25.93% H iR
Information Technologies Co., Ltd. fell from 80.42% to 59.57%. The T o RATIEAPIEZESERE BRI
Company will calculate the proportion of its shareholding in the net assets BRAFNEE REZEFRL
of the subsidiary before the contribution by the non-controlling interest 7l B180.42% & £59.57% ° &N A
holder and the shareholding ratio of the non-controlling interest holder after A 15 R D S R & AT R4S R
its contribution, and calculate the net book value of the subsidiary after the eIzt E EE D SRR & Rl
contribution of the non-controlling interest holder. The difference between FAREEFEERNDELER
the shares in the assets of RMBI,627,803 is included in the capital reserve. PR e R B B I It 5T
The Company'’s share of the owner’s equity in this subsidiary changed, and BHELERRLERZ TR
this change did not affect the company’s control over the subsidiary. REFEEPHNMHBEZHHNESE
AR 1627803 Lt AE R R
g ARAEZTARINMAE
RahBEEER  ZBLAY
BARNAE TR ARG o
Interests in joint ventures and associates 3 HRELEIBELEPHER
2017 2016
Item HH 2017 £ 20165
Joint ventures BEEE
— Significant joint ventures —EHENREDE ,105,519,175 924,664,675
— Insignificant joint ventures —TEENGELE 128,943,272 120972932
Associates b3
— Insignificant associates —TEENMERE 11,534,025 11,087,832
Sub-total g 1,245,996,472 1,056,725,439
Less: Impairment provision o OREER 4,130,000 4,130,000
Total GEl 1,241,866,472 052,595,439
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INTERESTS IN OTHER ENTITIES (Contd)

Interests in joint ventures and associates (Cont d)

(1) Significant joint ventures:

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(RIS - SBENAARYKT)

t - BEHOEFRTHNERZ)
EEELXRBELEPNESR

3

(%

() EBEEHEELF:

Accounting
method for
investments in Strategic
joint ventures significance
or associates o the Group’s
Percentage of shareholdings ~ HAELE activities
BRiH IBEts HE%E
Name of enterprise Principal place of business  Place of registration Nature of business Directly hdrecty ~ REMEH Regstered cpitd~ EBIRE
¥ 344 TREEY i Fhg it B RERE  EfER BEERE
Joint venture
AELE
YOFC Shanghai Co, Ltd. (Note) Shanghai Shanghal Production and sales of optic ibre 7500% = fqutymethod  RMBIOO300000  Yes
EREEEE(LR)ERAR(R) LA L EEREELE i ARE 3
1003000007
Yangize Zhongl Optical Fibre Changsu, Jiangsu Province  Changsu,Jiangsu Province  Production and saes of optic fibre 51.00% = foutymethod  RMB2880000 Yes
and Cable (jangsu) Co, Ltd (Note) ~ ITEEERT TEERAT EERAELE E&iL ARE &
TR St R RAR ) 98800007
Tianjin YOFC XMK| Optical Tianjin Teanjn Production and sales of optic ibre 49.00% = foutymethod  RMB220000000  Yes
Communicaion Co, Ld. RET pN-Ai] EEREERE B ARE %
RERMER L RERRAA 20000007
Shantou Hi-Tech Zone Ao Xing Optical ~ Shantou, Guangdong Shantou, Guangdong Production and sales of optic ibre 4240% = foutymethod  RMBI0558817  Yes
Communication Equipment Co, Ltd Province Province FEREERE Bt ARE i
ISRFEREBRRRARAT  RRALET ERELED 1703588177
Shenzhen SDGI Optial Fbre Co, Ltd. Shenzhen, Guangdong ~ Shenzhen, Guangdong ~ Production and sales of optic fibore 35.36% = foutymethod  RMB3B6SIB30  Yes
Province Province EEREERY B ARE %
AIFEEEEBRAT RRERIM ERERIm W5I8307T
Shin-Etsu YOFC (Hubei) Optical Preform  Qianjiang, Hubei Province  Qianjiang, Hubei Province - Production and sales of optical 49.00% = fquymethod  JPY8000000000  Yes
Co, Ltd, e ETn BARID fier preforms Bt 8000000000 i
RAEE(L ) EERART TEREERA BT
RREE
Note: According to the Articles of Association of the above joint venture F: BEERSERANAD

company, its financial and operational decisions must be unanimously

agreed by all investors. Therefore, the company and other investors jointly

control these companies.
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

VII.  INTERESTS IN OTHER ENTITIES (Contd) + EHMFEPOESE)
3. Interests in joint ventures and associates (Cont d) 3+ EEELESHELETNES
(%)
(2)  Principal financial information of significant joint venture: (2 EBEERERENTEHNH
EE
The following table sets forth the principal financial information on TRIRTAEEEES
the significant joint venture, which represented the amounts after ErENTERKER
adjustments made based on relevant fair value upon investment and EUHAEMENTEEK
the unified accounting policies. In addition, the following table also SERERKRERARLE
sets forth reconciliation of such financial information to the carrying BEREMAAENRS
amount of the investment in the joint venture of the Group using SHARRABRGH T -
equity method: BEAh s TREVNRT Bk
M ERRREDRHE
EREEHAECERE
FREEERFEBIE

Yangtze Optical Fibre and
Cable (Shanghai) Co., Ltd.
REEMAE(LB)ERAT

3| December 31 December

2017 2016

2017 & 20164

12A31 8 128318

Current assets RBEE 511,093,398 460,653,107
Of which: cash and cash equivalents Hi - HeMREEEY 64,477,686 37,589,908
Non-current assets FERBEE 94,475,771 101,827,865
Total assets BEAG 605,569,169 562480972
Current liabilities mBaE (292,238,782) (273226,711)
Non-current liabilities FERBEE (1,900,000) (105,000)
Total liabilities BESRS (294,138,782) (273331,711)

Net assets FEE 311,430,387 289,149,261
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VII. INTERESTS IN OTHER ENTITIES (Contd)

3. Interests in joint ventures and associates (Cont d)

(2)  Principal financial information of significant joint venture: (Contd)

t - BEHOEFRTHNERZ)
3 .

HEECENBECEPHER

(&)

Q2 EELELFENFTEHHE
=8 (&)

Yangtze Optical Fibre and Cable
(Shanghai) Co., Ltd.
RRXAXE(LB)ERAT

3| December 3| December

Non-controlling interests

Equity interests attributable to the
equity shareholders of the Company

Share of net assets calculated in
proportion to shareholding

Less: Unrealized internal transaction

gains and losses offset

DR
BRERNRE TS BCRER

BR B At BENFEENR

B REROARR ZEEEH

Carrying amount of investment

in joint venture

HeEtERENKAER

2017 2016

2017 20164
128318 12 A3 B
311,430,387 289,149,261
233,572,790 216,861,946
16,737,350 8,956,104
216,835,440 207,905,842

Yangtze Optical Fibre and Cable
(Shanghai) Co., Ltd.
RRXHXE(LB)ERAT

2017 2016

20175 20165

Operating revenue EERA 850,183,844 814,351,912

Financial expenses HM%ER

Including: interest income Hep : FlSIA 240,401 170,858

interest expenses FMEER (633,235) (217,188)

Income tax Frigii &R (7,711,370) (6925,791)

Profit for the year e 2D 43,697,764 42,835,177

Other comprehensive income Hitéra e - -

Total comprehensive income SRl Gtk 43,697,764 42,835,177
Dividend received from joint AEWRBIHRE S & B ERF

venture during the year 12,851,123 14,008,407
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VII.

INTERESTS IN OTHER ENTITIES (Contd)

3.

(2)  Principal financial information of significant joint venture:

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

t - BEHOEFBTHERZ)

Interests in joint ventures and associates (Cont d) 3+ EEELESHELETNES

(%)
(2 EBEERERENTEHNH
=8 (B)

Yangtze Zhongli Optical Fibre
and Cable (Jiangsu) Co., Ltd.
IHRRPAMLEXRERDF

3| December 31 December
2017 2016
20174 20165
12A3I1H 12A31H
Current assets RBEE 692,170,208 642,168,528
Including: cash and cash equivalents Hep: HefMReEED 156,307,872 23,315,701
Non-current assets ERBEE 50,363,674 50,652,377
Total assets BESF 742,533,882 692,820,905
Current liabilities mEaE (448,867,542) (422,571,040)
Non-current liabilities FRBEE - -
Total liabilities BES (448,867,542) (422,571,040)
Net assets FEE 293,666,340 270,249,865
Non-controlling interests DY R - -
Equity interests attributable to the BERREARRER
equity shareholders of the Company 293,666,340 270,249,865
Share of net assets calculated in ERREPIFENFEENR
proportion to shareholding 149,769,833 137,827,431
Less: Unrealized intemnal transaction W REBROABR HEREH
gains and losses offset 8,818,345 8,241,859
Carrying amount of investment HAaEbERENKEERE
in joint venture 140,951,488 129,585,572
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VII. INTERESTS IN OTHER ENTITIES (Contd)

(2)  Principal financial information of significant joint venture: (Contd)

t - BEHOEFRTHNERZ)

3. Interests in joint ventures and associates (Cont d) 3- EEELESHELCETNES

(%)

2 EBEERELENTEHNH
=8 (B)

Yangtze Zhongli Optical Fibre
and Cable (Jiangsu) Co., Ltd.
IHRRPMLEAXRERDF

2017 2016
2017 2016
Operating revenue EERA 1,033,577,194 922,113,472
Financial expenses 8175 & F
Including: interest income He A EMA | 034,509
interest expenses MNEER (1,482,424)
Income tax FristiE A (7,803,781) (6,288,318)
Profit for the year N 42,081,758 37,330,564
Other comprehensive income H 4R & W - -
Total comprehensive income el e 42,081,758 37,330,564
Dividend received from joint AREWRIIHRE S & B ERRF
venture during the year 9,519,294 17,008,156
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

VII.  INTERESTS IN OTHER ENTITIES (Contd) + EHMFEPOESE)
3. Interests in joint ventures and associates (Cont d) 3+ EEELESHELETNES
(&)
(2)  Principal financial information of significant joint venture: (Contd) Q2 EELELFENFTEHE

8 (&)

Tianjin YOFC XMK] Optical
Communications Co., Ltd.

ARERREXAXBEERAA

3| December 31 December
2017 2016
20174 20165
12A3I1H 12A31H
Current assets RBEE 194,402,937 271,173,423
Including: cash and cash equivalents Hep: HefMReEED 43,626,363 26,187,206
Non-current assets ERBEE 392,723,120 432,335415
Total assets BEAG 587,126,057 703,508,838
Current liabilities mEaE (115,271,439) (271,777,437)
Non-current liabilities FRBEE (2,160,000) (72,797,500)
Total liabilities BES (117,431,439) (344,574.937)
Net assets FEE 469,694,618 358,933,901
Non-controlling interests DY R - -
Equity interests attributable to the BERREARRER
equity shareholders of the Company 469,694,618 358933901
Share of net assets calculated in ERREPIFENFEENR
proportion to shareholding 230,150,363 175877611
Less: Unrealized intemnal transaction W REBROABR HEREH
gains and losses offset 12,777,991 13,641,316
Carrying amount of investment HAaEbERENKEERE
in joint venture 217,372,372 162,236,295
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VII. INTERESTS IN OTHER ENTITIES (Contd)

t - BEHOEFRTHNERZ)

3. Interests in joint ventures and associates (Cont d)

(2)  Principal financial information of significant joint venture: (Contd)

3

HRELERPLELXEPHER

(%)

Q2 EELELFENFTEHHE

8 (&)

Tianjin YOFC XMK] Optical
Communications Co., Ltd.

ARERREXABEERAA

2017 2016
2017 2016
Operating revenue EERA 1,181,272,083 1,086,720,964
Finanical expenses B%E R
Including: interest income Hep : FSIKA 1,190,997 112,098
interest expenses MEEH (8,797,044) (7.993,324)
Income tax Frigii &R (14,774,445) (7.231993)
Profit for the year e 2N 104,332,483 63,395,860
Other comprehensive income Hfth4R & s - -
Total comprehensive income SRl Gtk 104,332,483 63,395,860
Dividends received from joint AEWRBIHRE S & B ERF
venture during the year 15,190,000 -
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

t - EHMERPHOEZRE)

HEELERBELEPNER

(%)

(2 EBEERERENTEHNH
=8 (B)

VII.  INTERESTS IN OTHER ENTITIES (Contd)

3. Interests in joint ventures and associates (Cont d) 3

(2)  Principal financial information of significant joint venture: (Contd)

Shantou Hi-Tech Zone
Ao Xing Optical Communication

Equipment Co., Ltd
NEEHEREXBEREERLT

3| December 3| December
2017 2016
2017 20165
12A31H 12 A3 H
Current assets MEEE 369,380,912 331,795,385
Including: cash and cash equivalents Hi - HeMREEFEY 168,469,158 7,876,327
Non-current assets FERBEE 51,311,762 52,266,05|
Total assets BESE 420,692,674 384,061,436
Current liabilities mBaE (183,013,670) (157,560,249)
Non-current liabilities ERBAE (3,500,000) (3,500,000)
Total liabilities BEEF (186,513,670) (161,060,249)
Net assets FEE 234,179,004 223,001,187
Non-controlling interests PERRER - -
Equity interests attributable to the BENRETRRER
equity shareholders of the Company 234,179,004 223,001,187
Share of net assets calculated in BEBRILAIGTENFEENTE
proportion to shareholding 99,338,733 94,597,104
Less: Unrealized internal transaction B RBIRMAANIR FE R
gains and losses offset 3,777,689 7,648,270
Carrying amount of investment HegdrrRENEEEE
in joint venture 95,561,044 86,948,834
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VII. INTERESTS IN OTHER ENTITIES (Contd)

3. Interests in joint ventures and associates (Cont d)

(2)  Principal financial information of significant joint venture: (Contd)

- EHMERPHOEZRE)
3- HAELEIBELEPNER
(%)
2 EBEERELENTEHNH
=8 (B)

Shantou Hi-Tech Zone
Ao Xing Optical Communication

Equipment Co., Ltd
NEEHEREXBEREERLT

2017 2016
20174 20165
Operating revenue EEWRA 762,738,088 577,384,357
Financial expenses B%ER
Including; interest income Hep : FSIKA 1,401,299 875,363
interest expenses HEER - -
Income tax FrEHiE A (4,025,581) (3,748,293)
Profit for the year JF A 23,096,280 20,048,958
Other comprehensive income H 4R & e - -
Total comprehensive income el gsE 23,096,280 20,048,958
Dividends received from joint REWF KRB E S ERF
venture during the year 5,055,813 5055813
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

VII.  INTERESTS IN OTHER ENTITIES (Contd) + EHMFEPOESE)
3. Interests in joint ventures and associates (Cont d) 3+ EEELESHELETNES
(&)
(2)  Principal financial information of significant joint venture: (Contd) Q2 EELELFENFTEHE

8 (&)

Shenzhen SDGI Optical

Fibre Co., Ltd.
RIGREEXEFTRAR
3| December 31 December
2017 2016
20174 20165
12A3I1H 12A31H
Current assets RBEE 537,585,285 319,425,650
Including: cash and cash equivalents Hep: HefMReEED 325,903,714 7,650
Non-current assets ERBEE 105,284,128 121,259,873
Total assets BEAG 642,869,413 440,685,523
Current liabilities mEaE (168,872,691) (168,108,551)
Non-current liabilities FRBEE (8,360,000) (5,840,000)
Total liabilities BES (177,232,691) (173,948,551)
Net assets FEE 465,636,722 266,736972
Non-controlling interests DY R - -
Equity interests attributable to the BERREARRER
equity shareholders of the Company 465,636,722 266,736,972
Share of net assets calculated in ERREPIFENFEENR
proportion to shareholding 164,649,145 94,318,193
Add: Goodwil arising from investment il : BX{S% & K 2R B0 7 B 10,627,090 10,627,090
Less: Unrealized internal transaction B REROABR H BRI
gains and losses offset 6,585,879 4,341,38
Carrying amount of investment HegdrrRENEEEE
in joint venture 168,690,356 100,603,902
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Notes to the Financial Statements
B 7% R 3% Bt &

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VII.  INTERESTS IN OTHER ENTITIES (Contd) + -  EHMFBPHIERE)
3. Interests in joint ventures and associates (Cont d) 3- EEELESHELCETNES
(&)
2 EESELENETEHNH
8. (&)

(2)  Principal financial information of significant joint venture: (Contd)

Shenzhen SDGI Optical Fibre Co., Ltd.
RIBRERXEERAT

2017 2016
20175 2016%F
Operating revenue EEWRA 408,457,141 502,494,270
Financial expenses &R
Including; interest income Hep : FEWA 2,067,571 630267
interest expenses NMEER (1,176,197) (254,898)
Income tax PR &E R (5,934,261) (4.763,330)
Profit for the year e ZNDE 30,331,629 30,250,607
Other comprehensive income HAe#R & e - -
Total comprehensive income mealmen 30,331,629 30,250,607
Dividends received from joint AEWREIRREE & B ERF
venture during the year 4,372,887 -
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

VII.  INTERESTS IN OTHER ENTITIES (Contd) + EHMFEPOESE)
3. Interests in joint ventures and associates (Cont d) 3+ EEELESHELETNES
(&)
(2)  Principal financial information of significant joint venture: (Contd) Q2 EELELFENFTEHE
8 (&)

Shin-Etsu YOFC (Hubei)
Optical Preform Co., Ltd.
RRMGHCHL) XBERAT

3| December 3| December

2017 2016
2017 201645
12A318 12A318
(Note)
(3)
Current assets mEBEE 203,387,947 75,856,377
Including: cash and cash equivalents Hebp: RENREEED 112,327,546 42,827,228
Non-current assets FERBEE 522,894,259 447,995,968
Total assets BEAG 726,282,206 523,852,345
Current liabilities mEaRE (96,540,013) (29,145411)
Non-current liabilities Ey N = (92,614,357) (16,200,000)
Total liabilities BEAG (189,154,370) (45345411)
Net assets REE 537,127,836 478,506,934
Non-controlling interests DY = -
Equity interests attributable to the BERREARRER
equity shareholders of the Company 537,127,836 478,506,934
Share of net assets calculated in BERLAIGERNFEENT
proportion to shareholding 263,192,640 234,468,398
Others HA 2,915,832 2915832
Carrying amount of investment HegdrrRENEEEE
in joint venture 266,108,472 237,384,230
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VII. INTERESTS IN OTHER ENTITIES (Contd)

3. Interests in joint ventures and associates (Cont d)

(2)  Principal financial information of significant joint venture: (Contd)

Note:

t - BEHOEFRTHNERZ)

3

HEECENBECEPHER

(&)

Q2 EELELFENFTEHHE
=8 (&)

Shin-Etsu YOFC (Hubei)
Optical Preform Co., Ltd.
RRMGHCHL) XBERAT

2017 2016
WI7TFEE 20165
(Note)
(7)
Operating revenue EEWRA 315,945,824 =
Financial expenses &R
Including: interest income He: FBIA 314,369 -
interest expenses MEER (4,695,281) =
Income tax PR & R (20,953,473) (1,337,986)
Profit for the year FRECFE8) 59,190,907 (13,076,987)
Other comprehensive income HA#R & e - -
Total comprehensive income mealmen 59,190,907 (13,076,987)

Dividends received from joint

venture during the year

Shin-Etsu YOFC (Hubei) Optical Preform Co,, Ltd. was established in August 2015

ARERBEIRE A EDEABA

and the company injected capital in February 201 6.
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VII.  INTERESTS IN OTHER ENTITIES (Contd)

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

t - BEHOEFBTHERZ)

3. Interests in joint ventures and associates (Cont d) 3+ EEELESHELETNES
(%)
(3)  Combined financial information of insignificant joint ventures and () TEZSEL¥ABEL
associates are as follows: RYEBYBEEWT -
2017 2016
2017 20164
Joint venture: BERE
Total book value of investment REKAEEESR 128,943,272 120972,932
Sum of the following calculated THI B ERFER L B
according to shareholding SFEMEEH
proportion
— Profit for the year — 3 14,722,589 9,197,144
— Other comprehensive income —HihiR & e - -
— Total comprehensive income —fRe A 14,722,589 9,197,144
Associates: Bk
Total book value of investment REREEERS 11,534,025 1,087,832
Sum of the following calculated T3 B BRI L
according to shareholding ATEREETE
proportion
— Profit for the year — F 446,193 820,394
— Other comprehensive income —Hfhira am -
— Total comprehensive income — e R AR 446,193 820,394

VIII.  RISK RELATED TO FINANCIAL INSTRUMENTS

The Group is exposed to the following risks from financial instruments during its

ordinary activities:

Credit risk

Liquidity risk

Interest rate risk

= Foreign exchange risk

N BRemT AEENERR
AEBERRLIYTERSESRT
AmER - BRI :

-  ERER
- RPUERER
- FERERE

~ EXER
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contd)
This note presents information about the Group's exposure to each of the above
risks and their sources, the Group's objectives, policies and processes for measuring

and managing risks, and changes in 2016 and 2017.

The goal of the Group's involvement in risk management is to balance the risk
and revenue and minimize the adverse effects on financial results of the Group
brought by the financial risks. The Group's risk management policies are established
to identify and analyze the risks confronted by the Group, to set appropriate risk
limits and control program, and to monitor risks and adherence to limits. Risk
management policies and systems are reviewed regularly to reflect changes in

market conditions and the Group's activities.

I. Credit Risk
Credit risk refers to the risk of financial loss incurred to one party of the
financial instrument due to the other party's failure of performing its duty.
The Group's credit risk is primarily attributable to cash and cash equivalent
and trade receivables, etc.. Exposure to these credit risks are monitored by

management on an ongoing basis.

As the Group principally puts cash and cash equivalent excluding cash to the
financial institutions with good credit standing, the management considers
that there is no significant credit risk and the Group will not incur loss from

the counterparty’s default.
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VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contq)

Credit Risk (Cont'd)

In respect of receivables, the finance and credit control department of
the Group has established a credit policy under which individual credit
evaluations are performed on all customers to determine the amount and
term of credit. The credit assessment is mainly based on the customer's
financial position, external ratings and bank credit records (if possible). In
order to monitor the Group's credit risk, the Group regularly analyzes the
Group's customer data according to factors such as ageing and maturity
date. The Group's accounts receivable is mainly due from the customers of
China Telecom Corporation, China Mobile Communications Corporation
and China United Network Communications Group Co., Ltd. As at 3|
December 2016 and 3| December 2017, the balances of the receivable
balances of the above three China Telecom network operators accounted
for 65% and 56% of the total of accounts receivable. The Group maintains
long-term business relationship with these companies and its credit risk is
not significant. Under normal circumstances, the Group will not require

customers to provide collateral.

The Group's receivables that were past due but were not assessed as
impaired after 31 December 2016 and 3| December 2017 were assessed by
individual means and portfolios were mainly customers who had maintained
long-term business relationship with the Group. The past collections of these

customers were in good condition. Its credit risk is not significant.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

N BesTARENRRE)

ERRRE)
HREWHIE - AEBRMBEE
REHBEREBEERBREE T
ERBE AP ETERNRE
NHEERIHEE EE AR -
ERMEEERBETFHM BN
M INEREE AR R 3R 1T 15 A aC 8%
(AFEE) - REZEAEENGE
AR - A&EEESRERERR
NHMAEERHARENEF A
BETHIN - NEBRKEN
z%%ﬁ%#la1 SERA]
B B3 {5 S B A ) A B
EMBBES lﬁ@/ﬁ?%/
BIMER - R20I6F 12831 H
K2017F 128318 L =R
FEHEFEAGELSHERKLA
BALL 15 22 5P FE IR R Y 65% K
56% REBEGFLENABRFR
HMEGRE  HERRRYTE
ReE—RBEAT  AEETE
EREFREERR

A& B R2016FI12A318 &
017F12A31 BEBHELHE
AR MAE A X TERERR
BERERRBFEREASES
REBEBHEENEP BT
FRERRERARL - HEARE
BRIAER o
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(BRI SREMAARET)

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Cont d)
I.  Credit Risk (Cont'd)

The credit risk of the Group is principally impacted by self-characteristics
of each customer other than their industries or countries and areas where
their businesses operate. Therefore, significant concentration of credit risk is
principally attributable to individual customers’ significant accounts receivable.
As at 31 December 2017, 62% (31 December 2016: 71%) of the total
accounts receivable and other receivables was due from the Group's top
five buyers. Moreover, The Group's neither overdue nor impaired accounts

receivable mainly related to those customers without default records

recently.

The Group generally invests only in securities with an active market (other

than long-term strategic investments) and the counterparty's credit rating

must be higher than or equal to that of the Group.

The maximum exposure to credit risk is represented by the carrying amount

of each financial asset in the balance sheet. The Group does not provide any

other guarantees resulted in credit risk exposure.
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VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contq)

2.

Liquidity risk

Liquidity refers to the risk of short of funds when an enterprise performs
its duty related to financial liabilities. The Group and its subsidiaries are
responsible for their own cash management, including short-term investment
for surplus cash and the raising of loans to satisfy expected cash demands (if
the amount of borrowings exceeds the preset limits, the approval from the
board of directors is required). The Group's policy is to regularly monitor
its short-term and long-term liquidity requirements and its compliance with
lending covenants, to ensure that it maintains sufficient reserves of cash,
readily realizable marketable securities and adequate committed lines of
funding from major financial institutions to meet its liquidity requirements in

the short and longer term.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contd)
2. Liquidity risk (Contd)
As at the balance sheet date, the residual contractual term of the financial
assets and liabilities of the Group calculated at the undiscounted contractual
cash flow (including at contractual interest (in the case of floating rate, at the
prevailing interest as at 31 December) and their earliest date required to be

repaid are as follows:

N BesTARENRRE)

2

B ()
AEEREEABRANERE
BRATBNEGRABLRE(R
ERERFE(MERFEHAE
Al 12 A3 BRBRTHE)GE
BFE)MFIRESOHR - ARk
HERLNHZERBMAT -

5

2017 Undiscounted contractual cash flow

WIERTRNERBLRE

Carrying

Within amount

| year or on balance

on demand Over sheet date

| ERE | -2 years 2-5years 5 years Totl BEEMERA

em 8 EEME IFIIF  2FESE SENUE At BAERE

Current bank loans B 500941818 = = - 500941818 495,013,000

Bills payable ERZE 293,832,710 = = - 293832710 293,832,710

Trade payables and other payables ERERREENR 1,402,742,871 = = — 1402742871 1,402,742,871
Non-current bank loans RHAER(Z—FREH

(including non-current bank loans HRBER)

due within | year) 12317333 386917,072 78,733,707 43,004548 520,972,660 483,290,000

Others it 33,381,299 - - - 33,381,299 33,381,299

Total At 2243216031 386,917,072 78,733,707 43,004,548 2,751,871,358  2,708,259,880

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017




VIII.

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

RISK RELATED TO FINANCIAL INSTRUMENTS (Contd)

2. Liquidity risk (Contd)

2

REBMERR(E)

2016 Undiscounted contractual cash flow

WIEFRTRMERRETE

N BesTARENRRE)

The Group's exposure to fair value interest rate risk and cash flow interest

rate risk mainly arise from interest-bearing financial instruments with fixed

rate and floating rate. The Group determined the proportion of fixed

interest rate and floating interest rate risk based on the market conditions

and maintained an appropriate mix of fixed interest rate and floating interest

rate through regular review and supervision. The Company did not hedge

interest rate risk with derivative financial instruments.

(Bl TE M R AMFE B M R ) 2
TADREAREEEAR(EE
s RReRENEER -
AREREMSRBIOREEE
MREFEHFRTAMLA -
BRTEHERN EER
ElE A% B 7l
BYARATEERTA

MZ R

Rk -
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KT HA

o~

Carrying

Within amount

| year or on balance

on demand Over sheet date

| R | -2 years 2-5 years 5 years Totadl EEAERA

ftem ER ERER 15218 15E5F SENE ait REEE

Current bank loans B 653,607,690 = = — 653607690 644712505

Bills payable ERZE 85,282,636 = = — 8528263 85282636

Trade payables and other payables ERERREENR 1,135,059,959 = = — 1135059959 1135059959
Non-current bank loans REER(E—ENEH

(including non-current bank loans HRBER)

due within | year) 265844688 622358396 246206131 43544900 1177954115 1,111736,198

Others it 219,064,075 = = — 219064075 219064075

Total =H 2358859048 622358396 246206131 43544900 3270968475 3195855373

3. Interest Rate Risk 3 FRER

I

N
\|

GRS

& o k%

s FI%

& R

I%i
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contd) N EHEmT EEENERE)
3. Interest Rate Risk (Contd) 3+ FEREEE)
(!)  The interest-bearing financial instruments held by the Group as at () ZFEERI2ZA3 AHFH
31 December are as follows: FEEMTANT :

Fixed interest rate financial instruments: BEEMEcrITA

338

3| December 2017

31 December 2016

2017F 12831 B 20165 12A31 H
Effective Effective
interest rate Amount interest rate Amount
Item EH BERAI= kx.c) BREM% g
Financial assets TREE
—Cashand cash equivalent ~ —E®& £ = = 372% 205,000,000
— Other receivables — H UK - — 240% 5,000,000
Financial liabilites EWAE
— Current bank loans —REHER 275%-5.00% (2950130000 0.10%-450% (634712505
— Non-current banks loans —-REER(E—ER
(including non-current bank B ER e R EfE 50)
loans due within | year) 1.20% - 490%  (405290,000) 120%-461% (590535397
Total At (700,303,000) (1,015,247,902)
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

VIII. RISK RELATED TO FINANCIAL INSTRUMENTS (Cont'd) N BEemITEHRBENERZ)
3. Interest Rate Risk (Contd) 3+ FERERE)
(1) The interest-bearing financial instruments held by the Group as at (1) ZAEERI2A3 BHFFH
31 December are as follows: (Contd) FTESHMTAEUT ()
Floating interest rate financial instruments: FEHHNEEHIA :
31 December 2017 31 December 2016
201712831 B 20165 12 431 B
Effective Effective
interest rate Amount interest rate Amount
Item HH BERAX &8 YIRS T8
Financial assets TREE
— Cash and cash equivalent -E%E¢ 0.30%-0.35%  1,798,957,041  030%-035% 142181798l
— Other receivables ki Y=V
— Current bank loans —RHER 3.96%  (200,000,000) 392% (10,000,000)
Non-current bank loans -REEX(E—FR
(including non-current BB RBER)
bank loans due
within | year) 3.87% (78,000,000)  1.53%-4.75%  (521,200,801)
Total a5t 1,520,957,041 890,617,180
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Cont d)
3. Interest Rate Risk (Contd)

)

Sensitivity analysis

As of 31 December 2016 and 31 December 2017, assuming the
other variable remains unchanged, assuming |00 basis points increase
in interest rates will result in an increase of RMB7,404,768 and an
increase of RMBI12,663,079 respectively in the shareholder's equity
and profit for the year of the Group.

In respect of the exposure to cash flow interest rate risk arising
from floating rate non-derivative instruments held by the Group at
the balance sheet date, the impact on the profit for the year and
shareholder equity is estimated as an annualised impact on interest

expense or income of such a change in interest rates.

4. Foreign Exchange Risk

In respect of accounts receivables and payables denominated in foreign

currencies other than the functional currency, the Group ensures that its net

exposure is kept to an acceptable level by buying or selling foreign currencies

at spot rates when necessary to address short-term imbalances.

The Group's exposure as at 31 December to currency risk arising
from recognised major assets or liabilities denominated in foreign
currencies is as follows. For presentation purposes, the amounts of
the exposure are shown in Renminbi, translated using the spot rate
at the balance sheet date. Foreign currency translation differences are

not included.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

N BesTARENRRE)

3

=@ (E)

(2) SEREMZH
B Z216F12A8318 &
2017F12A318 & &
MEERENBERT K&
AR £ 10018 & 2
SEPAEERRERS K
FRBEDREMARE
7,404,768 7T ) 38 0 A R &
12,663,079 7T °

HREERBXRARA
M EAREEERER
S 7R E AT BN X
TETA - ElgURIED
AT e B0 % FB R iR &
IWER AN EREEHY
REREGHEMNNSERAN
WARZE -

ERmk

NP RARIRAR IS ENE
BET  RUCRFTMEN RN -
FREIES - REERSFINEEE
MEE - MREBEHNKEGE
o ARBEeELERETIGE
REFING - DARER 53 E R
DR R T HIKF

() AEERNA3BAHEE
BB EERBEBER
BB AT o HR5IHR
ZE - RBHOSEUAA
R¥IIR - NEERER
ARNERRE X5 - SN R
KMEEZRABEENA ©




Notes to the Financial Statements

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contq)

4.

Foreign Exchange Risk (Contd)

(1)  (Contd)

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

N EHEmT EEENERE)
4 ERERE)
n (&)

3| December 2017 3| December 2016

2017F 128318 2016 12A431 R
The The
Foreign conversion Foreign conversion
currency of RMB currency of RMB
balance balance balance balance
& i
SHNERE ARWHE HEHE ARERE
Cash and cash equivalent E¥Ee
— US dollar —X7T 26,056,955 170,261,355 16,668275 115627824
— Euro — [T 4,313,395 33,654,402 3,212,848 23,475,638
— HK dollar — B 315,336 263,589 11,081,430 9912,339
Trade receivables JE U BRX
— US dollar = 35960,519 234,973,223 22973530 159,367,378
Current loans FHIER
— US dollar —X7T (15,000,000)  (98,013,000) (2,747,608)  (19,060,157)
— Euro — [T - - (13,682,049)  (99,971996)
Non-current loans REER
— US dollar —X7T - - (6,000,000)  (41,622,000)
— Euro — [T - - (65,297,285)  (477,114,202)
— HK dollar — B (100,000,000)  (83,590,000) - -
Trade payables FEfTBR K
— US dollar = (11,382,339) (74,374,479)  (10590879)  (73,468,928)
— Euro —BT (12,998,059) (101,414,756)  (19,728,132) (144,149,515)
— HK dollar — B (16,000) (13,374) - -
Net balance sheet exposure BERBERNROFHE
— US dollar — %7 35,635,135 232,847,099 20,303318 140,844,117
— Euro —BT (8,684,664)  (67,760,354)  (95494,618) (697,760,075)
— HK dollar — B (99,700,664)  (83,339,785) 11,081,430 9912339
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contd)
4. Foreign Exchange Risk (Contd)
(2)  The exchange rates of RMB to forejgn currency applicable by the

Group are as follows:

N ESETAEENERRE
4 EXEBE)
(2) FEBEAHARKL I
BHEEANAT -

Average rate

2017 2016
2017 201645
US dollar X7 6.7423 6.6529
Euro BT 7.6579 73417
HK dollar B 0.8650 0857

Reporting date mid-spot rate

BEAPHEESR

3| December 3| December
2017 2016
2017 20165
12831 H 12A31 8
US dollar XTT 6.5342 69370
Euro BT 7.8023 73068
HK dollar ot 0.8359 0.8945

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017




Notes to the Financial Statements

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contq)
4. Foreign Exchange Risk (Contd)
(3)  Sensitivity analysis
Assuming all other risk variables other than exchange rate remained
constant, a 5% appreciation of the RMB against the USD, Euro, HKD
and at 31 December would have (decreased)/increased shareholder’s
equity and profit for the year of the Group and the Company by the
amount shown below, whose effect is in RMB and translated using the

spot rate at the balance sheet date.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

N EemTAEENRRE)
E=Ek(E)
(3) BBMS

BERE XN EH AR
fREETE KNI12A31H
ARBHZET BT - &
WAE i HE R B A
REAESBERLEE
E NG L E b
BrOR L) /18 miE R
T UWHEREEAEBX
ARNHMEXRTERARK

BIIR o

Shareholders’

Profit

equity for the year
R RS B
31 December 2017 2017128318
US dollar EYn (9,618,509) (9,618,509)
Euro BT 2,899,315 2,899,315
HK dollar ok 3,541,946 3,541,946
Total G (3,177,248) (3,177,248
31 December 2016 2016F12A31 8
US dollar X7 (5928,667) (5928,667)
Euro Z 29,655,944 29,655,944
HK dollar ok (421,269) (421,269)
Total &t 23,306,008 23,306,008
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B 7% R 3% Bt &

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

VIIl. RISK RELATED TO FINANCIAL INSTRUMENTS (Contd)
4. Foreign Exchange Risk (Contd)
(3)  Sensitivity analysis (Cont d)
A 5% depreciation of the RMB against the USD, Euro, HKD and
others at 3| December would have had the equal but opposite effect
on them to the amounts shown above, on the basis that all other

variables remain constant.

The above sensitivity analysis has been ascertained assuming that the
change in foreign exchange rates had occurred at the balance sheet
date and had re-measured the exposure to foreign exchange risk for
financial instruments held by the Group or the Company at that date.
The above analysis did not include translation difference on foreign

currency financial statements.
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Notes to the Financial Statements

DISCLOSURE OF FAIR VALUE

The following table presents the fair value information and the fair value hierarchy,
at the end of the current reporting period, of the Group's assets and liabilities
which are measured at fair value at each balance sheet date on a recurring or
non-recurring basis. The level in which fair value measurement is categorized is
determined by the level of the fair value hierarchy of the lowest level input that is

significant to the entire fair value measurement. The levels are defined as follows:

Level | inputs: unadjusted quoted prices in active markets that are
observable at the measurement date for identical assets or

liabilities;

Level 2 inputs: inputs other than Level | inputs that are either directly or

indirectly observable for underlying

Level 3 inputs: inputs that are unobservable for underlying assets or liabilities.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

C AREBEENKRE

TRIFRTAEEEGBEEEARRK
ARBENFEREUNARBETENE
ENBERAREHRNAABERE
EREARBEAENER - ARE
B ELERTBEABARERALE
B EERBMEAEEEERNRE
BRAONBAE - Z@ABXBAENTE
BT :

F-ERBAE: EEREHNG
WEREELAE
FREM S ERE
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F_BABAE: RE-—ERBAE
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HEIREBR
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

IX. DISCLOSURE OF FAIR VALUE (Contd) h DREENEESE)
I.  Fair value of the Group's financial assets and financial liabilities that are |- NAREBEFENEENEEN
measured at fair value at the end of the year ERDAREE

31 December 2017
2017F 128318
Level | of Level 2 of Level 3 of

the fair value  the fair value  the fair value

Notes hierarchy hierarchy hierarchy Total
F-ERX EZEBR E=ER

Items HH W AAREBEINE QAEERE AAEEE At
Continuous fair value SENRABETE

measurement
Financial assets at NAnBETER V.2

fair value through HEFHAEH f2

profit or loss BRmeREE 4,599,225 — — 4,599,225
Available-for-sale HEESREE V.10

financial assets 510
Debt instrument BEBIARE

investments = = 37,513,923 37,513,923
Equity instrument EalARE

investments 96,684,388 = = 96,684,388
Total assets continuously F@EA AR BEE

measured at fair value MEESR 101,283,613 = 37,513,923 138,797,536
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IX. DISCLOSURE OF FAIR VALUE (Contd)

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

DARBEENKE®)
I~ RAREEFENEENRED

Fair value of the Group's financial assets and financial liabilities that are

measured at fair value at the end of the year (Contd)

Level | of

the fair value

SIS

the fair value

Level 2 of

FERDABEE)

31 December 2016
2016F 12831 H
Level 3 of

the fair value

Notes hierarchy hierarchy hierarchy Total
~EX “ER B=EX

frems i WE  AAEEHE AAEEHE AREEHE At
Continuous fair value RENARBETE

measurement
Financial assets at URAREBENE V.2

fair value through HEETAE 12

profit or loss BamerEE 5,603,139 — — 5,603,139
Available-for-sale AtHEEREE V.10

financial assets 510
Debt instrument BEEIARE

investments = = 38,197,931 38,197,931
Equity instrument BRIARE

investments 114,856,524 = = 114,856,524
Total assets continuously FFEN AR BETE

measured at fair value HEERRE 120,459,663 = 38,197,931 158,657,594

In 2016 and 2017, there was no transfer between Level | and Level 2 of

the continuously measured fair value hierarchy. The Group confirmed the

transition between levels at the end of the reporting period in which the

transition occurred.

WICFERWITFEE  KNEHE
BEMENEE
F_EBARZERE
cAEBEREERLER
EFENREPRERSERZE

FRBENRR
Rl N
i

RO -
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(BRI SREMAARET)

IX. DISCLOSURE OF FAIR VALUE (Conta)

2. Basis of market price for cases continuously and non-continuously

measured at fair value level |

The fair value of financial instruments traded in an active market is
determined based on the market price at the balance sheet date. When a
quote can be obtained in real time and periodically from stock exchanges,
dealers, brokers, industry insiders, pricing service providers or regulatory
agencies, and the quoted price represents actual and regular market trading
quotes based on the principle of fair dealing, the market is considered as
active market. The market price of financial assets held by the Company
is the current bid price. These financial toolbars are shown at the first
hierarchy. The instruments listed in the first hierarchy are classified as stocks
investments measured at fair value with changes accounted into current

gains and losses and equity investments classified as available-for-sale financial

assets for Sichuan Huiyuan Optical Communications Co,, Ltd.

3. Level 3 of the fair value hierarchy

The fair value of available-for-sale debt instruments is determined using the
discounted cash flow method. The significant unobservable inputs for fair
value measurements are discount rates (2.95% - 4.30%). Since the maturity
period of the Group's available-for-sale debt instruments is less than twelve
months, the Board of Directors believes the impact of discounting is not
significant. The increase/decrease in the discount rate will have no significant

impact on the Group's other comprehensive income as of 31 December

2016 and 3| December 2017.
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(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

IX. DISCLOSURE OF FAIR VALUE (Contd) h DAEBENEERE)

4. Information on the ongoing level 3 of the fair value hierarchy 4 RENE=BRAABETER
measurement items, adjustments between book value at the beginning of B EYHEEREAEEBNS
the year and the end of the year and sensitivity analysis of unobservable HEERAERZEHRALD
parameters b
Information on the ongoing level 3 of the fair value hierarchy measurement SENE="BX AR BETER
items and adjustments between book value at the beginning of the year and B FHEFREEEERNS
the end of the year: EER

2017 2016
Items HH 20175 20164
Balance at the beginning of the year FHHRE 38,197,931 5,000,000
Total profits of the year RENGEHE
Gains or losses included in profit or loss AFABREFIEIEXR
— Investment income — & 1,477,948 863,203
Gains or losses included in other FTARMERE WS FIFHIELR
comprehensive income
— Gains and losses from changes in fair —AHEESREEAREE
value of available-for-sale g EsEn
financial assets 315,992 197,931
Purchase, sale and settlement BE LENEE
— Purchase -5 341,300,000 298,100,000
~ Sale — e (342,300,000  (265,100,000)
— Settlement —®#E (1,477,948) (863,203)
Balance at the end of the year FARBE 37,513,923 38,197,931

RRERXMABROERAF / F3H2017

349



350

X.

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

IX. DISCLOSURE OF FAIR VALUE (Conta)

5.

Changes of valuation techniques and the reason of changed in the year of
2016 and 2017

The above continuous and non-continuous valuation techniques used to
measure fair value by the Group for the year of 2016 and 2017 has not

been changed

Fair value of financial assets and financial liabilities that are not measured
at fair value

There is no material difference between the Group's book values and fair
values of various financial assets and financial liabilities on 31 December 2016

and 31 December 2017.

RELATED PARTIES AND TRANSACTIONS
l.

Subsidiaries of the Company

Details of the subsidiaries of the Company are set out in Note VIL.I.
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

IX. DISCLOSURE OF FAIR VALUE (Contd)

2.

Principal joint ventures and associates of the Group
Details of the principal joint ventures and associates of the Group are set

out in Note VII.3.

The situation of the other joint ventures or associates that have related party

transactions with the Group in 2016 and 2017 is as follows:

Unit names

Ve

T BRIRBBIZ(E)
2 FAFMNEGENBELERER

AEEEENAEIBELRF

BFEE 30

FE20165FE K 2017 F EHK
BB AT INEMEE
BAPEBRIT

Relationship with the Company

HEADKER

Yangtze Optical Fibre and Cable Sichuan Company Ltd.
RRAEOLEDIBRDE

Wuhan Guangyuan Electronic Technology Co,, Ltd.
RENRETFRRBRAR

Yangtze (Wuhan) Optical System Co,, Ltd.
EREE)KEZFERDERAA

Tianjin YOFC XMK] Optical Cable Co,, Ltd.
RERREXABERAA
YOFC-Yadanarbon Fibre Company Limited
YOFC-Yadanarbon Fibre Company Limited
Shin-Etsu YOFC (Hubei) Optical Preform Co,, Ltd.
EREBOHIL) AEER A F]

Wuhan Puli Polymerization Technology Co., Ltd
REEFNRSRMERLDH

Wuhan Yunjingfei Optical Fibre Materials Co., Ltd.
REERRCAM B ERAA

Joint venture of the Group
AEEMAELE
Joint venture of the Group
AEREMRERE
Joint venture of the Group
AEENRELR
Joint venture of the Group
REENAZELE
Joint venture of the Group
AEEMRERE
Joint venture of the Group
AEENRELR
Joint venture of the Group
REENAZELE
Associate of the Group
2N 0
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

IX. DISCLOSURE OF FAIR VALUE (Conta)

3. Others related parties

Names of others related parties

HuuEAs s 2%

T BRIRBBXZ(2)
3- HAtBBLER

Relationship with the related parties

BB R

China Huaxin Post and Telecom Technologies Co,, Ltd.

FEEEBEMRARAF

Draka Comteq B.V.

Draka Comteq B.V.

Wuhan Yangtze Communications Industry Group Co,, Ltd.

RERTBEEXSBERNERAR

Wuhan z-Bond Technology Co., Ltd (Formerly known as “Wuhan NEC Fibre
Optic Communications Industry Co,, Ltd.")

RERBARRMERAR(REEAELBEIXRERARA )

Wouhan Yangtze Optical Technology Co., Ltd.

RERAMBERAT

NK China Investments B.V.

NK China Investments B.V.

Draka Comteq France S.AS.

Draka Comteq France S.AS.

Draka Comteq Fibre B.V.

Draka Comteq Fibre B.V.

Singapore Cables Manufacturers Pte Ltd.

Singapore Cables Manufacturers Pte Ltd.

Prysmian Draka Brasil S.A.

Prysmian Draka Brasil S.A.

Prysmian Fibras Oticas Brasil Ltda

Prysmian Fibras Oticas Brasil Ltda

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

Substantial shareholder

FTERE

Substantial shareholder

TERE

Substantial shareholder

TERR

Subsidiary of substantial shareholder

TERRFLA

Subsidiary of substantial shareholder
FERRFAA

Fellow subsidiary of substantial shareholder
FERROFZFAF

Fellow subsidiary of substantial shareholder
TERRNFRFAF

Fellow subsidiary of substantial shareholder
TERRMERFAF

Fellow subsidiary of substantial shareholder
FERROFZFAF

Fellow subsidiary of substantial shareholder
TERRNFRFAF

Fellow subsidiary of substantial shareholder

IERROFERF AT




Notes to the Financial Statements

IX. DISCLOSURE OF FAIR VALUE (Contd)

3.

Others related parties (Cont d)

Names of others related parties

HuuEAs s 2%

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

T BBMAIRBEBXS#)

3

HitBm 5 R ()

Relationship with the related parties

BB R

Prysmian Cavi E Sistemi S.r.l

Prysmian Cavi E Sistemi S.r.l

Prysmian Wuxi Cable Co,, Ltd

EHEERSEERRAA

PT Prysmian Cables Indonesia

PT Prysmian Cables Indonesia

Suzhou Draka Cable Co,, Ltd

HNSEREERRLA

Nokia Shangha Bell Co,, Ltd (Formerly known as “Alcatel-Lucent
Shanghai Bell Co,, Ltd.")

TEFEGRARNERAR(REI LERBROARATF )

Hubei Kaile Quantum Electro-optical Science and

Technology Company Limited

ML EEFRELERBARAF

Wuhan Ruitu Management Consulting Partnership Enterprise
REEEEEZASREE

Wuhan Ruiteng Management Consulting Partnership Enterprise
REEREEZAGBER

Wuhan Ruihong Management Consulting Partnership Enterprise
RNEEREEFAGBLEE

Wuhan Ruiyue Management Consulting Partnership Enterprise
REEHEETASREE

Fellow subsidiary of substantial shareholder
TERRMFRFAF
Fellow subsidiary of substantial shareholder
FERROFZF AR
Fellow subsidiary of substantial shareholder
TERRANAZRFLHE
Fellow subsidiary of substantial shareholder
TERRMERFAF

Enterprise that director of the Company serve

as its director
ARRESEAESHDE

Enterprise that controlled by the enterprise

that supervisor of the Company serve as

its independent director

ANAESEEBUEENOEEHINME

Shareholder
BR
Shareholder
BER
Shareholder
BRER
Shareholder
BR
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(BRI SREMAARET)

IX. DISCLOSURE OF FAIR VALUE (Conta)

4.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

Related transactions

The following transactions with related parties are conducted on normal

commercial terms or in accordance with relevant agreements.

(1)

Purchasing goods/accepting services (excluding the emoluments of

- BB REBR S (E)

4 -

EBRZER

THIEBBTETHR SRR —
RIEFE B X G AR HZEE

70

() BHEERD #ZL£E (T

the key managements) EEREZEASHH)
The Group REE
Description of

Related parties related transactions 2017 2016
BuAL BHXZAE W0175E 01658
Tianjin YOFC XMK] Optical Communications Co., Ltd. Purchasing goods 1,118,179,182 1,028,563,880
REERERLBEARLA REBM
Yangtze Optical Fibre and Cable Sichuan Company Ltd. Purchasing goods 888,613,822 556,211,960
RRABAZENIBRAF REB®
Tianjin YOFC XMK] Optical Cable Co,, Ltd. Purchasing goods 406,820,699 324,759,639
RERREXAEERAA REmMm
Yangtze Optical Fire and Cable (Shanghai) Co., Ltd. Purchasing goods 356,819,999 244,339,448
RRACHAE(LB)ARAA REBM
Shin-Etsu YOFC (Hubei) Optical Preform Co, Ltd. Purchasing goods 315,035,188 =
RREBCHLL) LEFR AR REB®
Shantou Hi-Tech Zone Ao Xing Optical Purchasing goods

Communication Equipment Co,, Ltd 282,603,107 248,946,399
WERHRREBERBARAR REB®
Yangtze Zhongli Optical Fibre and Cable (Jiangsu) Co., Ltd. Purchasing goods 277,148,012 206,359,467
THERTACHAEBRAA REEMm
Draka Comteq France SAS. Purchasing goods 27,978,958 35,895,329
Draka Comteq France S.AS. KRR M
Draka Comteq Fibre B.V. Purchasing goods 33,898,130 57,349,664
Draka Comteq Fibre B.V. KBRS
Wouhan Yunjingfei Optical Fibre Materials Co,, Ltd. Purchasing goods 29,908,207 27,933,286
REERRELMBERAF REEMm
Wuhan Guangyuan Electronic Technology Co,, Ltd. Purchasing goods 17,155,413 10,026,498
RS REFRRAERAT REEM
Wuhan Puli Polymerization Technology Co,, Ltd Purchasing goods 296,034 =
REREFRARMAERAT REB®




Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

IX. DISCLOSURE OF FAIR VALUE (Contd) +  BEARBEHRSZ)

4. Related transactions (Cont ) 4 BEBXBEBR(E)
(1)  Purchasing goods/accepting services (excluding the emoluments of () HBER EIZLE (T
the key managements) (Contd) EHREENEFH)
(&)
The Group (Contd) rEE(E)
Description of

Related parties related transactions 2017 2016
L BERZAR WITFE WI6FE
Yangtze (Wuhan) Optical System Corporation Ltd. Purchasing goods 148,971 14,765
RR(EE)EEZRRNDBRAA FEEm
Shenzhen SDGI Optical Fibre Co,, Ltd. Purchasing goods = 10,039,795
RYRESBBRAF FEAm
Prysmian Fibras Oticas Brasil Ltda Purchasing goods = 5,178,504
Prysmian Fibras Oticas Brasil Ltda FEEM
Prysmian Wuxi Cable Co, Ltd Purchasing goods 159,838 =
BHEERSERBRAA FEEm
Wauhan Yangtze Optical Technology Co, Ltd. Purchasing goods 198,171 =
RERAMKARAF FEAm
Prysmian Cavi E Sistemi Sl Purchasing goods 32,529 =
Prysmian Cavi E Sistemi S.r KB
Draka Comteq Fibre B.V. Technology usage fee 40,618,459 33,774,639
Draka Comteq Fibre B.V. RiiERE

3,795,614,719 2,789,393273
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) T BERAIRBEBXZ(Z)
4. Related transactions (Cont d) 4 BBXBEBR(E)
(1)  Purchasing goods/accepting services (excluding the emoluments of () BEER BEILE (T

356

the key managements) (Contd) EHREENEFH)
(&)
The Company P /N
Description of

Related parties related transactions 2017 2016
Lo BB ZAR 017FE 2016FF
Yangtze Optic Fibre (Qianjiang) Co,, Ltd. Purchasing goods 1,126,550,216 28,812,060
RRAGETIARRAA REB®
Tianjin YOFC XMK] Optical Communications Co., Ltd. Purchasing goods 1,118,179,182 1,028,563,880
RERREBEABEARAR RER®
Yangtze Optical Fibre and Cable Sichuan Company Ltd. Purchasing goods 885,082,898 556,211,960
ERABAZEDIBRAF REEMm
Yangtze Optical Fibre and Cable Company Purchasing goods

(Hong Kong) Limited 326,151,071 703,967,195
RRAHRE(FE)ERLA REEM
Tianjin YOFC XMK] Optical Cable Co,, Ltd. Purchasing goods 406,820,699 324,759,639
KERREXAEARAT REB®
Yangtze Optical Fibre and Cable Lanzhou Co,, Ltd. Purchasing goods 362,706,662 100,076,477
EREEEBMERAT RER®
Yangtze Optical Fibre and Cable (Shanghai) Co,, Ltd. Purchasing goods 356,153,059 243,090,088
ERCHEE(LB)ARLRA REEM
Shantou Hi-Tech Zone Ao Xing Optical Purchasing goods

Communication Equipment Co,, Ltd 282,550,940 248911,365
WBERHRREXBERBEERAT REEM
Shin-Etsu YOFC (Hubei) Optical Preform Co, Ltd. Purchasing goods 315,035,188 =
RREBOHLL) LEFR AR REB®
Yangtze Optical Fibre and Cable Shenyang Co,, Ltd. Purchasing goods 252,211,384 121,459,958
RGN ERGERAT REEMm
Yangtze Zhongli Optical Fibre and Cable (Jiangsu) Co,, Ltd. Purchasing goods 277,148,012 206,359,467
TERRRFFBAEERAF] REEM
Wuhan YOFC Cable Co,, Ltd. Purchasing goods 184,311,771 69,609,965
RERRBAEERRAA REB®
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BB mR M

RELATED PARTIES AND TRANSACTIONS (Contd)

4.

Related transactions (Cont d)

the key managements) (Contd)

T BEMAERBEBRS (&)
BB ZER(E)
() HEBED BIELE (7

(1)  Purchasing goods/accepting services (excluding the emoluments of

4 -

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

EEREEANSHH)

(&)
The Company (Cont d) ERAE(E)
Description of
Related parties related transactions 2017 2016
L BB ZAR 017FE 2016FF
Ally First Optical Fiber and Cable Co, Ltd Purchasing goods 131,792,068 =
ATB RO R AR AR REEM
Shenzhen YOFC Connectivity Technologies Co,, Ltd. Purchasing goods 97,687,501 86,513,630
RYEREETMER AT REmMm
Draka Comteq France SAS. Purchasing goods 27,978,958 33,548,304
Draka Comteq France S.AS. KRR
PT yangzte optical fibre Indonesia Purchasing goods 53,003,280 =
PT yangzte optical fibre Indonesia REEm
Draka Comteq Fibre B.V. Purchasing goods 14,271,192 40,928,349
Draka Comteq Fibre B.V. REEm
Wuhan Yunjingfei Optical Fibre Materials Co., Ltd. Purchasing goods 23,671,063 27933286
REEERAHMHERDA REBM
Wuhan Guangyuan Electronic Technology Co,, Ltd. Purchasing goods 10,594,180 10,026,498
RESREFRRARAT REEM
Yangtze Optics Africa Cable Proprietary Limited Purchasing goods 4,359,575 —
Yangtze Optics Africa Cable Proprietary Limited HEREm
Everpro Technologies Company Limited Purchasing goods 456,763 196,257
ROEGE)BEERA REBM
Yangtze (Wuhan) Optical System Co, Ltd. Purchasing goods 134,171 14,765
RBRE)AZERDBRD REEM
Wouhan E3cloud information Technologies Co., Ltd. Purchasing goods 84,684 =
PR EEERMBRAT] REmMm
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) T BERAIRBEBXZ(Z)
4. Related transactions (Cont d) 4 BBXBEBR(E)
(1)  Purchasing goods/accepting services (excluding the emoluments of () BEER BEILE (T
the key managements) (Contd) EHREENEFH)
(&)
The Company (Cont d) ERAT(E)

Description of

Related parties related transactions 2017 2016
L BB ZAR 017FE 2016FF
Shenzhen SDGI Optical Fibre Co,, Ltd. Purchasing goods = 10,039,795
FNFEEENBERAF] REEM

Prysmian Fibras Oticas Brasil Ltda Purchasing goods = 5,178,504
Prysmian Fibras Oticas Brasil Ltda REEm

Prymian Wuxi Cable Co,, Ltd. Purchasing goods 159,838 —
EHLERZERERAT REBM

Wuhan Yangtze Optical Technology Co,, Ltd. Purchasing goods 198,171 =
RERAMKARRA REEM

Prysmian Cavi E Sistemi Sir.l Purchasing goods 32,529 —
Prysmian Cavi E Sistemi S.r. REEm

Draka Comteq Fibre B.V. Technology license fee 40,618,459 33,774,639
Draka Comteq Fibre B.V. B RE

6,297,943,514 3,879,976,081
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(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) T BERAIRBEBXZ(Z)
4. Related transactions (Cont ) 4 BEBXBEBR(E)
(2)  Selling goods/providing services 2) HEBR BHREE
The Group rE

Description of

Related parties related transactions 2017 2016
BmAL BHXZAE 0175E 01658
Tianjin YOFC XMK] Optical Communications Co., Ltd. Selling goods 831,488,829 773,368,242
RERREXABEERAF & B m
Yangtze Optical Fibre and Cable Sichuan Company Ltd. Selling goods 519,126,242 332,632,319
RRABAZENIBRAF HEHm
Yangtze Zhongli Optical Fibre and Cable (Jiangsu) Co., Ltd. Selling goods 450,442,498 358,978,061
THERTACHAEBRAA hERm
Shantou Hi-Tech Zone Ao Xing Optical Communication Selling goods

Equipment Co,, Ltd 380,117,222 316,541,332
WERHRRECBERBEERAR th & B
YOFC Shanghai Co, Ltd. Selling goods 380,600,338 247,092,924
RRCHERE(LB)AERAA HERm
Shenzhen SDGI Optical Fibre Co,, Ltd. Selling goods 202,180,740 279,248,311
FIFEEEBERAF] HEHm
Tianjin YOFC XMK] Optical Cable Co,, Ltd. Selling goods 253,731,167 178,390,318
RERREXAEERAA th & B
Hubei Kaile Quantum Electro-optical science and Selling goods

Technology Company Limited 208,101,739 =
HILSIRE FREAERRARAT HERm
Singapore Cables Manufacturers Pte Ltd. Selling goods 64,629,496 27,708,729
Singapore Cables Manufacturers Pte Ltd. HEER
Prysmian Wuxi Cable Co,, Ltd. Selling goods 17,981,046 24923351
BHEERSERERAR HEHm
Shin-Etsu YOFC (Hubei) Optical Preform Co,, Ltd. Selling goods 15,451,081 —
RREBOHIL) LEFR AT HERm
Yangtze (Wuhan) Optical System Corporation Selling goods 13,270,201 16,343,289
ER(EE)ARZGEBRNERAF HERm
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(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) + - BEEARBERIZ(EZ)
4. Related transactions (Contd) 4 BBTZERE)
(2)  Selling goods/providing services (Contd) 2 HEBR #HEHK
(%)
The Group (Contd) KEE(Z)

Description of

Related parties related transactions 2017 2016
w5 BB ZAR WI7TFE WI6FE
PT Prysmian Cables Indonesia Selling goods 8,905,348 =
PT Prysmian Cables Indonesia HEEm
Suzhou Draka Cable Co, Ltd. Selling goods 12,650 —
HFNEEREEARAA HERm
YOFC-Yadanarbon Fibre Company Limited Selling goods = 18,341,815
YOFC-Yadanarbon Fibre Company Limited HEE
Wouhan Puli Polymerization Technology Co., Ltd. Selling goods 1,956,253 —
REEMBEARMARAR hERm
Nokia Shanghai Bell Co., Ltd. Selling goods = 471,282
HEHEATABRNERLAA HERm
China Huaxin Post and Telecom Technologies Co, Ltd. Selling goods = 147,829
PREEEBENRERAR &R
Tianjin YOFC XMK] Optical Communications Co., Ltd. Revenue of technology
license fees and services 4,400,001 4,400,000
RERREXNABEERAF RAUERAMARB KA
Hubei Kaile Quantum Electro-optical Science and Revenue of technology
Technology Copmany Limited license fees and services 4,286,716 =
HILSIRE TRELERRERAT Bt A AMRB KA
Tianjin YOFC XMK] Optical Cable Co,, Ltd. Revenue of technology
license fees and services 1,500,000 1,500,000
KERREXAEARAA Rl BAART BA

3,358,181,567 2,580,087,802
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) T BERAIRBEBXZ(Z)
4. Related transactions (Cont ) 4 BEBXBEBR(E)
(2)  Selling goods/providing services (Contd) 2 HEBR #HEHK
(&)
The Company AAT

Description of

Related parties related transactions 2017 2016
5 BB ZAR 2017 FE WI6FE
Tianjin YOFC XMK| Optical Communication Co,, Ltd. Selling goods 830,825,795 763,313,270
RERRBEABEARAR th & B
Yangtze Optical Fibre (Qianjiang) Co,, Ltd. Selling goods 764,398,141 84,161,239
EREGETARRA HERm
Yangtze Optical Fibre and Cable Sichuan Company Ltd. Selling goods 517,012,095 334,099,743
RRABAZENIBRAF HEHm
Yangtze Zhongli Optical Fibre and Cable (Jiangsu) Co., Ltd. Selling goods 450,092,197 367,986,844
THERTACHAEBRAA hERm
Yangtze Optical Fibre and Cable (Shanghai) Co,, Ltd. Selling goods 379,264,873 252,826,204
RRCHERE(LB)AERAA HERm
Shantou Hi-Tech Zone Ao Xing Optical Selling goods

Communication Equipment Co,, Ltd 380,117,222 317,657,829
WBERHRREXBERBEERAT HERm
Ally First Optical Fibre and Cable Co, Ltd Selling goods 188,661,950 200,000
ATB RO R AR AR HEHm
Shenzhen SDGI Optical Fibre Co,, Ltd. Selling goods 202,180,740 284,074,048
R BEEABERAT thE B
Tianjin YOFC XMK] Optical Cable Co,, Ltd. Selling goods 253,731,167 178,390,318
RERREXAEERAF HERm
Yangtze Optical Fibre and Cable Lanzhou Co,, Ltd. Selling goods 214,710,023 57,877,161
EREGIERMERAT HEHm
Yangtze Optical Fibre and Cable Shenyang Co,, Ltd. Selling goods 159,040,363 65,354,697
RGN ERGERATF thE B
Hubei Kaile Quantum Electro-optical Science and

Technology Company Limited Selling goods 208,101,739 =
HILSIRE FREAERRARAT hERm
Shenzhen YOFC Connectivity Technologies Co,, Ltd. Selling goods 67,165,096 40,603,609
RYNERE ERMER AR HERm
Singapore Cables Manufacturers Pte Ltd. Selling goods 64,250,456 27,708,729
Singapore Cables Manufacturers Pte Ltd. HEREm
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) T BERAIRBEBXZ(Z)
4. Related transactions (Cont d) 4 BBXBEBR(E)
(2)  Selling goods/providing services (Contd) 2 HEBR #HEHK
(&)
The Company (Cont d) ERE(E)

Description of

Related parties related transactions 2017 2016
w5 BB ZAR WI7TFE WI6FE
Yangtze Optics Africa Cable Proprietary Limited Selling goods 21,534,547 648,529
Yangtze Optics Africa Cable Proprietary Limited HE R m
Prysmian Wuxi Cable Co, Ltd. Selling goods 17,981,046 24923351
EHLERZERERAT HERm
Shin-Etsu YOFC (Hubei) Optical Preform Co, Ltd. Selling goods 15,451,081 =
RREBOHL) LEFR AR &R
PT.Yangzte Optical Fibre Indonesia Selling goods 11,170,036 62,407,570
PT.Yangzte Optical Fibre Indonesia HEEm
Yangtze (Wuhan) Optical System Corporation Selling goods 13,270,201 16,017,075
ER(EE)ARZGEBRNERAF HERAm
Everpro Technologies Company Limited Selling goods 7,006,542 11,877,059
ROE(RER)HEERAF &R
PT Prysmian Cables Indonesia Selling goods 8,905,348 =
PT Prysmian Cables Indonesia HEEm
Yangtze Optics Africa Holdings Proprietary Limited Selling goods = 6,132,487
Yangtze Optics Africa

Holdings Proprietary Limited HEEm
YOFC-Yadanarbon Fibre Company Limited Selling goods = 18341815
YOFC-Yadanarbon Fibre Company Limited & 7
Yangtze Optical Fibre and Cable Company

(Hong Kong) Limited Selling goods 2,468,927 6,414,269
RRAHRE(FE)AERLA HERAm
YOFC International (Thailand) Company Limited Selling goods 2,067,835 =
YOFC International (Thailand) Company Limited HEEm
Wouhan Puli Polymerization Technology Co,, Ltd. Selling goods 1,956,253 —
REEMBEARMARAH HERm
PT Yangtze Optics Indonesia Selling goods 1,186,841 —
PT Yangtze Optics Indonesia & 7
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) T BERAIRBEBXZ(Z)
4. Related transactions (Cont ) 4 BEBXBEBR(E)
(2)  Selling goods/providing services (Contd) 2 HEBR #HEHK
(&)
The Company (Cont'd) ERE(E)

Description of

Related parties related transactions 2017 2016
5 BB ZAR WITEE WI6FE
Nokia Shanghai Bell Co,, Ltd. Selling goods = 471,282
LBHREGRRARNERAR th & B
Hubei Flying Optical Fibre Material Co,, Ltd. Selling goods 186,370 =
BIRERBHHER AT & B m
China Huaxin Post and Telecom Technologies Co, Ltd. Selling goods = 147,829
PHECHENRARLA HEHm
Wouhan Z-bond Technology Co,, Ltd. Selling goods = =
RERBRRIBM AR A HERm
Tianjin YOFC XMK] Optical Communication Co., Ltd. Revenue of technology
usage and service 4,400,001 4.400,000
RERREXNLBEERAF RAE AR KA
Hubei Kaile Quantum Electro-optrical Science and Revenue of technology
Technology Company Limited usage and service 4,286,716 =
HILSIRE FREAERRARAT RAE AR KA
Tianjin YOFC XMK] Optical Cable Co,, Ltd. Revenue of technology
usage and service 1,500,000 1,500,000
RERREXAEERAA RAE AR KA
Yangtze Optics Africa Cable Proprietary Limited Revenue of technology
usage and service 1,292,076 —
Yangtze Optics Africa Cable Proprietary Limited Bt A PRI A
Ally First Optical Fibre and Cable Co,, Ltd Revenue of technology
usage and service 754,800 —
AT RO R AR A A RAE AR KA

4,794,970,477 2927534957
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) +  BEARBEHRSZ)

4. Related transactions (Cont d) 4 BBXBEBR(E)
(3)  Related party lease (3) BEHE

@@  Aslessor: (@ HHE:

The Group KEF

Rental income

Rental income

Name of leasee Types of lease assets  confirmed in 2017  confirmed in 2016
W0I17FE 216FF

ABLER HEEEER BRANEERA BEIOHEEWRA
Wuhan Yunjingfei Optical Fibre Material Co,, Ltd. Plant & buildings 432,000 432,000
BREERRAGVHBRAF TR Fs 32 5K
Yangtze (Wuhan) Optical System Corporation Plant & buildings 667,568 367,560
RRER)ERZGEBRIDER AR B2
Wuhan Ruitu Management Consulting

Partnership Enterprise Plant & buildings 5,000 2,200
REEZEEERASHBER B2
Wuhan Ruiteng Management Consutting

Partnership Enterprise Plant & buildings 5,000 2,200
REEREEZANSHLER B2
Wouhan Ruihong Management Consulting

Partnership Enterprise Plant & buildings 5,000 2,200
REEBEERASHER B2
Wuhan Ruiyue Management Consulting

Partnership Enterprise Plant & buildings 5,000 2,200
REBHEERASREE B2
Tianjin YOFC XMK] Optical Communication Co,, Ltd.  Equipment 3,418,803 2,393,162
KERRBRILBEARD MR
Total GEl 4,538,371 3201,522
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RELATED PARTIES AND TRANSACTIONS (Contd)
4. Related transactions (Cont d)
(3)  Related party lease (Contd)

(@)

As lessor: (Contd)

The Company

Name of leasee

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

T BBMAIRBEBXS#)

Types of lease assets

4 -

BB SER(E)
(3) HBEHEE (&)
@@ (&)

ART

Rental income

confirmed in 2016

Rental income

confirmed in 2017

W0I17FE 216FF
ABLER HEEEER BRANEERA BEIOHEEWRA
Wuhan Yunjingfei Optical Fibre Material Co,, Ltd. Plant & buildings 432,000 432,000
REERRALMHERAF TR Fs 32 5K
Yangtze (Wuhan) Optical System Corporation Plant & buildings 667,568 367,560
RRER)ERZGEBRIDER AR TR 3 5
Wuhan Ruitu Management Consulting Plant & buildings
Partnership Enterprise 5,000 2,200
REEZEEERASHBER TR 3 5
Wuhan Ruiteng Management Consutting Plant & buildings
Partnership Enterprise 5,000 2,200
REEREEZANSHLER TR 3 5
Wouhan Ruihong Management Consulting Plant & buildings
Partnership Enterprise 5,000 2,200
REEBEERASHER TR 3 5
Wuhan Ruiyue Management Consulting Plant & buildings
Partnership Enterprise 5,000 2,200
REBHEERASREE TR s 5
Everpro Technologies Company Limited Plant & buildings 2,073,514 500,000
B (B )R AR AR BEEE
Tianjin YOFC XMK] Optical Communication Co, Ltd.  Equipments 3,418,803 2,393,162
REEREXLBEARAH HaERE
Total Bt 6,611,885 3,701,522
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd)

4. Related transactions (Cont d)
(3)  Related party lease (Contd)
(b)  Asleasee:

The Company

Name of lessor

T BBMAIREBXSE)

Types of lease assets

4 -

BB SER(E)
(3) HBEHEE (&)
(b) HM:
PN

Rental expenses
confirmed in 2017

Rental expenses
confirmed in 2016

WI7TEE 20165E
HE S &8 HEEEERE BERNEERE BIANEEER
Wouhan YOFC Cable Co, Ltd Plant & buildings 180,000 360,000
RERRABAEBARLA MRS
Total Bt 180,000 360,000
(4)  Related party guarantees 4) BEBEER
The company as a guarantor KARMERERA
Whether the
Amount  Commencement date Due date of guarantee has
Name of guaranteed party guaranteed  of guarantee guarantee been completed
BREE
BERS BReE RERERA RREHA ERETTE
Yangtze Optical Fibre and Cable
Company (Hong Kong) Limited 270976000 8 March 2017 8 March 2018 No
ERENRE(ER)BRAT] 270976000 20173 A 8H 018%F3A8H &
270,976,000

Note: The aforesaid guarantee is the credit facilities guarantee, which is the
financing guarantee provided for the subsidiary, Yangtze Optical Fibre and
Cable Company (Hong Kong) Limited by the Company through the bank

in Hong Kong region.
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X.

Notes to the Financial Statements

RELATED PARTIES AND TRANSACTIONS (Contd)

4.

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

- BB REABR S (E)

Material Co.,, Ltd.

Related transactions (Cont d) 4 BEBXBEBR(E)
(5)  Entrusted Loan of Related Parties (5) BHELELEN
The Group &
2017 2016

Related party )b 2017 F 20164F

Borrowings f&

Yangtze Optical Fibre and KRS REM)BERAR] 30,000,000 50,000,000
Cable Sichuan Company Ltd.

The Company P /N

2017 2016

Related party B 5 2017 F 20165

Borrowings f&

Wouhan YOFC Cable Co., Ltd. RERRBAETEGRAA] 20,000,000 20,000,000

Everpro Technologies RUEE(FE)REERAR = 80,000,000
Company Limited

Yangtze Optical Fibre and RRSCGHERNER AT 30,000,000 80,000,000
Cable Lanzhou Co,, Ltd.

Shenzhen YOFC Connectivity AYNERE ERIMER AR 10,000,000 10,000,000
Technologies Co,, Ltd.

Yangtze Optical Fibre and RRA A EEGERA A 35,000,000 27,000,000
Cable Shenyang Co,, Ltd.

Yangtze Optical Fibre RARABETIRRAA] 160,000,000 133,000,000
(Qianjiang) Co,, Ltd.

Yangtze Optical Fibre and RARAGHEDBR AR 30,000,000 50,000,000
Cable Sichuan Co,, Ltd.

Hubei Flying Optical Fibre HIERE K BB BR AR 78,000,000 23,200,000

RRXELBEROERDIT / FH2017 367




368

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd)

4. Related transactions (Cont d)

(6)  The emoluments of the key managements

T BBMAIREBXSE)
4 .

BB ZER (&)

(6) PBREEANSHH

The Group NE

2017 2016
Item HE 2017 20165
Emoluments of the key managements ~ B$E FE A B FBf 31,372,104 36,793,826
The Company /N

2017 2016
Item HE 2017 5 20165
Emoluments of the key managements ~ BASEE 12 A B RN 31,372,104 36,793,826
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Notes to the Financial Statements

X.  RELATED PARTIES AND TRANSACTIONS (Contd)

5. Receivables and Payables of Related Parties

(1)  Receivables of related parties

The Group

Names of items

BEER

Related parties

BEA

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

T BHRAIRBHISZ(E)
5+ BBAEWEMTE
() FEREHTHE

AEH

31 December 2017 31 December 2016

0I7F 12831 B W016F12A31 B
Allowance for Allowance for

Book balance  doubtful debts Book balance  doubtful debts
REEAE BRER REHE SRR

Trade receivables

Yangtze Zhongli Optical Fibre and
Cable (Jiangsu) Co, Ltd.
THRRPFEEAEERAR
Yangtze Optical Frbre and Cable (Shanghai) Co, Ltd
RRCHLE(LE)BRAR
Shantou Hi-Tech Zone Ao Xing Optical
Communication Equipment Co, Ltd
NBRHRREXBERBERAA
Shenzhen SDGI Optical Fibre Co, Ltd.
AEEEELEERAT
Yangtze (Wuhan) Optical System Corporation
ER(HE)LAGRNERLA
YOFC-Yadanarbon Fibre Company Limited
Singapore Cables Manufacturers Pte Ltd.
Prysmian Wuxi Cable Co, Ltd
EHEERSERERAT
Shin-Etsu YOFC (Hubei) Optical Preform Co, Ltd.
RREBOL) KBEARAT
PT Prysmian Cables Indonesia

China Huaxin Post and Telecom Technologies Co, Ltd.

PEEEEENRARLA)

Wauhan Puli Polymerization Technology Co, Ltd
HEENRARMARAR)

Tianjin YOFC XMK] Optical Communication Co, Ltd.
RERREXLBEARAA

34314516 1,029,435 46,382,014 1,391,460
1,430,894 42,927 46931,289 1,407,939
28,319,825 849,595 7,167,035 215011
12,767,329 383,020 38595437 1,157,863
5972158 179,165 7658 230
259,931 16819,120 561,842
2,775,766 575,625 595,652 17870
19,187,518 15,046 4910257 147,308

501,534
1,415,528 42,466 — —
108,029 = =

3,600,982
106,877 32,063 106,877 10,688
671,776 20,153 — —
= = 6,159,248 184,777
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd)
5. Receivables and Payables of Related Parties (Contd)
(1)  Receivables of related parties (Contd)

T BBMAIREBXSE)

5. BAMAEWESTEE)
() [EREHRFE (&)

The Group (Cont d) AEE(E)
3| December 2017 31 December 2016
017128318 016512831 R
Allowance for Allowance for
Names of items Related parties Book balance  doubtful debts ~ Book balance  doubtful debts
EEER BEA REHE BRER RRE AR SRER
Yangtze Optical Fibre and Cable Sichuan Co, Ltd. 1,013 30 400,670 12,020
RREGAEDNERRF
LEFAGABRNARAR = = 275,700 8271
Wuhan Yangtze Optical Technology Co, Ltd. = = 186,570 186,570
HERSHBEARAE]
Sub-total
et 111,065,716 3537485 168537527 5301,849
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Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) +  BBERBEEXS(E)
5. Receivables and Payables of Related Parties (Contd) 5 BAMAEWESTEE)
(1)  Receivables of related parties (Contd) () [EREHFE (&)
The Group (Contd) REBE(E)
31 December 31 December
2017 2016
Book balance Book balance
20175 20165
Names of items Related parties 12A31H 12 A3 R
BB EH o)yl FRE SRR AREERER
Other receivables Yangtze Optical Fibre and Cable
Sichuan Company Ltd. 40,210,117 40,224,458
H UK RARAG KBTI BRAT]
Wuhan Yangtze Optical Technology Co,, Ltd = 2,217,146
RERSMRBRAF
Shin-Etsu YOFC (Hubei) Optical
Preform Co,, Ltd. = 574,021
RARGEBORIL) EBR AR
Tianjin YOFC XMKJ Optical Communication Co., Ltd. 267,361 —
RERRBIXABEARDT
YOFC-Yadanarbon Fibre Company Limited 80,631 80,631

Yangtze Optical Frbre and Cable (Shanghai) Co., Ltd. = —
RRFGE(LB)BRAT

Sub-total 40,558,109 43,096,256
It
Prepayments Draka Comteq France S.AS. 431,323 427974
IR
Draka Comteq FibreB.V. 6,003 2,966,372
Prysmian Fibras Oticas Brasil Ltda 45,344 —
Yangtze Optical Fibre and
Cable Sichuan Company Ltd. = 97,696

RIS CEMIBRAT

Sub-total 482,670 3,492,042
st
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

RELATED PARTIES AND TRANSACTIONS (Contd)
5.

Names of items

HEEW

Receivables and Payables of Related Parties (Cont @)
(1)  Receivables of related parties (Contd)
The Group (Cont d)

Related parties

B

T BERAIRBEBXZ(Z)
RS ERENRIEE)
() EREHLE (&)

5

AEE(E)

31 December
2017

Book balance
2017F
12A31H
FRE SRR

31 December
2016

Book balance
2016%F
12A31H
AR AR

Dividend receivables

FE Y B

Yangtze Optical Frbre and Cable (Shanghai) Co,, Ltd.

ERCEE(LB)BERAA
Yangtze Zhongli Optical Fibre and
Cable (Jiangsu) Co,, Ltd.
IERERPM AR EERAF
Tianjin YOFC XMK] Optical
Communication Co., Ltd.
RERRBIABEARAF
Wuhan Guangyuan Electronic
Technology Co, Ltd.
RENREFRRARAT
Yangtze (Wuhan) Optical System Corporation
RR(EE) LZGERODBRLFE

12,851,123

522,213

10,406,910

18,081,000

522213

Sub-total

gt

13,373,336

29,010,123

Long-term receivables

RHE UK

Yangtze Optical Fibre and
Cable Sichuan Company Ltd.

RRAGOLENIBRDE

20,000,000

30,000,000




Notes to the Financial Statements

X.  RELATED PARTIES AND TRANSACTIONS (Contd)
5. Receivables and Payables of Related Parties (Contd)

(1)  Receivables of related parties (Contd)

The Company

Names of items

BEER

Related parties

BEA

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

T BERAIRBEERXS(Z)
5 BAMAEWESTEE)
() [EREHFE (&)

RAF]
31 December 2017 31 December 2016
2017% 128318 016124318
Allowance for Names
Book balance  doubtful debts Book balance of items

REHE BRER RRE AR BRAH

Trade receivables

Yangtze Optical Fibre (Qianjiang) Co, Ltd.
RRAGETARAA
Yangtze Zhongli Optical Fibre and
Cable (Jiangsu) Co, Ltd.
IHEERFAAGAERRA)
Yangtze Zhongli Optical Fibre and
Cable (Shanghai) Co, Ltd.
RRAEAE(LS)BRAF
Shantou Hi-Tech Zone Ao Xing Optical
Communication Equipment Co, Ltd
NBEHERELBERBERAR
Shenzhen SDGI Optical Fibre Co, Ltd.
AIFREEXEERAA)
Ally First Optical Fibre and Cable Co, Ltd
MIBREEEERRAE]
Yangtze (Wuhan) Optical System Corporation
RR(EE)EZARNERAA
Everpro Technologies Company Limited
ROE(RE)HEERAT]
YOFC-Yadanarbon Fibre Company Limited
Prysmian Wuxi Cable Co, Ltd.
EHLEREERERAA
Singapore Cables Manufacturers Pte Ltd.
Shin-Etsu YOFC (Hubei) Optical Preform Co, Ltd.
RREHHL) KEARAT
PT.Yangzte Optical Fibre Indonesia
Yangtze Optics Africa Holdings Proprietary Limited

71,656,723 = 27,468,649 =
34,204,100 1,026,123 46382014 1,391,460
= = 46931,289 1,407,939
28,319,825 849,595 7,167,035 215011
12,767,329 383,020 38595437 1,157,863
5,972,158 179,165 7658 230
4,643,279 = 3363,748 =
2,775,766 259,931 16819,120 561842
501,534 15,046 4910257 147,308
19,100,482 573,014 595,652 17870
1,415,528 42,466 = =
3,642,540 = 7461433 =
= = 5,763,351 =
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) + - BEEARBERIZ(EZ)
5. Receivables and Payables of Related Parties (Contd) 5. BAMAEWESTEE)
(1)  Receivables of related parties (Contd) () [EREHRFE (&)
The Company (Contd) ERNT(E)
3| December 2017 31 December 2016
0175 1A3IA 016%F12A31 A
Allowance for Names
Names of items Related parties Book balance  doubtful debts  Book balance of items
EEER BEA REHE BRER RRE AR ER4H
PT Prysmian Cables Indonesia 3,600,982 108,029 = =
Yangtze Optics Africa Cable Proprietary Limited 3,769,367 = 592,288 —
Yangtze Optical Fibre and Cable Company
(Hong Kong ) Limited 2,542,532 = 158,559 =
RRAHLE(ER)BRAR
PT Yangtze Optics Indonesia 1,178,994 = = =
China Huaxin Post and Telecom Technologies Co,, Ltd. 106,877 32,063 106,877 10,688
PRECHENRERRA
Whuan Puli Polymeriation Technology Co, Ltd. 671,776 20,153 = =
HEENBRARMARAR)
Nokia Shanghai Bell Co,, Ltd. = = 275,700 8271
LEREGARRNERAA
Wuhan Yangtze Optical Technology Co, Ltd. = = 186,570 186,570

RERSMBARAE]

Yangtze Optical Fibre and Cable Shenyang Co,, Ltd. = = = =
RRASERGERLA

Yangtze (Wuhan) Optical System Corporation = = = =
RR(HE)LEGRNERLT

Shenzhen YOFC Connectivity Technologies Co., Ltd. - = - -
AEREERMERL]

Hubei Flying Optical Fibre Material Co,, Ltd. 21,000 - - -
HARERGHAARLA)

Sub-total 202,890,792 3,488,605 206,785,637 5,105,052
Nt
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X.  RELATED PARTIES AND TRANSACTIONS (Contd)

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

T BBMAIRBEBXS#)

5. Receivables and Payables of Related Parties (Contd) 5 BAMAEWESTEE)

(1)  Receivables of related parties (Contd)
The Company (Cont d)

3| December

() [EREHFE (&)
KATF(E)

3| December

2017 2016
Book balance Book balance
20174 20164
Names of items Related parties 12A3I1H 12H431H
HEEW B FREEREE AREIERER
Others receivables Yangtze Optical Fibre (Qianjiang) Co,, Ltd. 51,274,510 99,644,658
Hio YR ERIAETRRAR]
Yangtze Optical Fibre and
Cable Sichuan Co,, Ltd. 40,210,117 40,224,458
R ENIBRATR
Yangtze Optical Fibre and Cable
Shenyang Co,, Ltd. 38,421,862 30,409,588
RRAEABESHRDA
Everpro Technogies Company Limited 62,639 29,216,013
(R M RAERAR
Yangtze Optical Fibre and Cable
Lanzhou Co,, Ltd. 30,074,268 50,093,501
ERICACERMNERAT]
Wouhan YOFC Cable Co,, Ltd. 20,024,457 20,202,000
RERRBBEBRRAA
Shenzhen YOFC Connectivity
Technologies Co,, Ltd. 30,041,256 10,040,028
Y RREERMER AT
Ally First Optical Fibre and Cable Co,, Ltd 4,000,000 —
AT RO BB R A A
Shin-Etsu YOFC (Hubei) Optical
Preform Co., Ltd. = 574,021
RREMOPIL) LBEFR AR
Yangtze Optics Africa
Holdings Proprietary Limited 342,959 342,959
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd)

T BBMAIREBXSE)

5. Receivables and Payables of Related Parties (Contd) 5. BAMAEWESTEE)
(1)  Receivables of related parties (Contd) () [EREHRFE (&)
The Company (Contd) ERNT(E)
31 December 31 December
2017 2016
Book balance Book balance
20174 20164
Names of items Related parties 12A3I1H 12H431H
HEEW B FREEREE AREIERER
YOFC-Yadanarbon Fibre Company Limited 80,631 80,631
PT.Yangzte Optical Fibre Indonesia 10,095,339 =
Hubei Flying Optical Fibre Material Co., Ltd. 4,006,215 —
MIERE S M B RN F]
Whnhan Yangtze Optial Techonlogy Co,, Ltd. = 2,217,146
RERAMBARAT
PT Yangtze Optics Indonesia 468,857 —
YOFC International Philippines Corporation 316,530 =
Yangtze Optical Fibre and Cable (Shanghai) Co., Ltd. = —
ERICECE(LE)BERAR
Yangtze Optical Fibre and Cable Company
(Hong Kong) Limited = —
ERICECE(FE)BRAR
Sub-total 229,419,640 283,045,003

gt
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Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) +  BBERBEEXS(E)
5. Receivables and Payables of Related Parties (Contd) 5 BAMAEWESTEE)
(1)  Receivables of related parties (Contd) () [EREHFE (&)

The Company (Cont'd) ERNTF(E)
31 December 31 December
2017 2016
Book balance Book balance
2017 % 20164
Names of items Related parties 12A3I1H 12H431H
HEEH )y FRE SRR ARE#RER
Prepayments Draka Comteq Fibre B.V. 6,003 2,966,372

RERR

Draka Comteq France S.AS 431,323 427974
Prysmian Fibras Oticas Brasil Ltda 45,344 —

Yangtze Optical Fibre and Cable Company
(Hong Kong) Limited = —
SR NHE(FE)ERDE]

Sub-total 482,670 3,394,346
it
Dividend receivables Yangtze Optical Fibre and Cable (Shanghai) Co., Ltd. 12,851,123 10,406,910
e A ERICECE(LB)BRAR

Yangtze Zhongli Optical Fibre and

Cable (Jiangsu) Co., Ltd. = =
THRRDAAEAERRLDA
Wuhan Cuangyuan Electronic Technology Co., Ltd. 522,213 522213
RERREFRIRARAA
Tianjin YOFC XMK] Optical

Communication Co., Ltd. = 18,081,000
RERREXALBEERAT
Yangtze (Wuhan) Optical System Corporation = —
RREZ) K RGRHER LA

Sub-total 13,373,336 29010,123
Dt
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) +  BBERBERXS(E)
5. Receivables and Payables of Related Parties (Contd) 5. BAMAEWESTEE)
(1)  Receivables of related parties (Contd) () [EREHRFE (&)

The Company (Contd) ERNT(E)
31 December 31 December
2017 2016
Book balance Book balance
2017 F 20164
Names of items Related parties 12A3I1H 12H431H
HEEH )y FRE SRR ARE#RER
Long-term receivables Yangtze Optical Fibre (Qianjiang) Co,, Ltd. 173,000,000 63,000,000

REEUR RRAGETIARAA
Everpro Technologies Company Limited 50,000,000 50,000,000
(R M RAERAR

Hubei Flying Optical Fibre Material Co., Ltd. 78,000,000 46,400,000

ML RE AT B BR AR
Yangtze Optical Fibre and Cable Sichuan

Co, Ltd. 20,000,000 30,000,000
RARAGAEDIBRAF
Yangtze Optical Fibre and Cable Lanzhou Co,, Ltd. 30,000,000 30,000,000
RRACEERMNERDE]
Shenzhen YOFC Connectivity Technologies Co., Ltd. = 20,000,000
Y RREERMBR AR
Ally First Optical Fibre and Cable Co,, Ltd 8,000,000 =
ATTE R BB AR DB

Sub-total 359,000,000 239,400,000
gt

378 Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017




RELATED PARTIES AND TRANSACTIONS (Contd)

Receivables and Payables of Related Parties (Cont d)
(2)  Payables to related parties

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

T BHRAIRBHISZ(E)
5+ BBAEWECSTEE)
2) FEHEELHE

The Group NEH
31 December 31 December
2017 2016
Book balance Book balance
2017 % 20164
Names of items Related parties 12A31H 12A31H
HE AR B BEHE BEHE
Account payables Yangtze Optical Fibre and Cable Sichuan
FERT BRI Company Ltd. 63,531,052 38,381,626
RARAG KBTI BRAT]
Tianjin YOFC XMK] Optical Communication Co,, Ltd. 31,629,027 89,231,299
RERRBIABEARAF
Shin-Etsu YOFC (Hubei) Optical Preform Co,, Ltd. 56,145,240 —
RRGEHOHIL) AEBR AR
Tianjin YOFC XMK] Optical Cable Co,, Ltd. 29,104,503 35,661,647
RERREBXABARADF
Draka Comteq Fibre B.V. 7,650,394 4,080,962
Wuhan Yunjingfei Optical Fibre Material Co,, Ltd. 14,835,146 14,182,195
REEERACAMHER AT
Wuhan Quang yuan Electronic Technology Co,, Ltd. 6,404,971 3,725,531
RERREFRIRARADA
Draka Comteq France S.AS. = —
Yangtze Optical Fibre and Cable (Shanghai) Co,, Ltd. 22,613,792 779,465
RRSGE(LB)BRAT

Shantou Hi-Tech Zone Ao Xing

Optical Communication Equipment Co,, Ltd 273,461 272,658
WERHRRECBERBERAR
Yangtze Zhongli Optical Fibre and Cable

(Jiangsu) Co,, Ltd. = 294,356
IR ERPM AR EERAA
Yangtze (Wnhan) Optical System Corporation 2,392 —
RR(EE) LZGERODBRLFE
Sub-total 232,189,978 186,609,739
gt
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd)

5. Receivables and Payables of Related Parties (Contd)
(2)  Payables to related parties (Cont d)

The Group (Cont d)

5

T BBMAIREBXSE)

)l G AN P
2) FENEBELHE (&)

AEE(E)

3| December

3| December

2017 2016
Book balance Book balance
20174 20164
Names of items Related parties 12A3I1H 12H431H
HEEW B FREEREE AREIERER
Others payable Draka Comteq Fibre B.V. 40,618,459 33,501,623
HiwEMAR
Shin-Etsu YOFC (Hubei) Optical Preform Co,, Ltd. 500,000 —
EREBOHIL) LEFR AT
Sub-total 41,118,459 33,501,623
et
Receipts in advance Singapore Cables Manufacturers Pte Ltd. 1,745,441 21,435
FRURK
Shenzhen SDGI Optical Fibre Co., Ltd. 25,280,000 540,000
AYFBESABERAT
Yangtze Zhongli Optical Fibre and
Cable (Jiangsu) Co,, Ltd. = [,755
IR ERPM AR EARAA
Tianjin YOFC XMKJ Optical Communication Co., Ltd. 480,255 —
RERRELABERERAT
YOFC-Yadanarbon Fibre Company Limited = =
Sub-total 27,505,696 563,190
INE
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) +  BBERBEEXS(E)
5. Receivables and Payables of Related Parties (Contd) 5 BAMAEWESTEE)
(2)  Payables to related parties (Cont d) 2) ENEBELZE (&)
The Group (Contd) REBE(E)
31 December 31 December
2017 2016
Book balance Book balance
2017 % 20164
Names of items Related parties 12A3I1H 12H431H
HEEH )y FRE SRR ARE#RER
Deferred income Wuhan Yunjingfei Optical Fibre Material Co,, Ltd. 3,888,000 4,320,000
BT s REEGERCAMHERATF
Tianjin YOFC XMKJ Optical Communication Co., Ltd. 1,466,667 5,866,667
RERRBXABERARAT
Tianjin YOFC XMK] Optical Cable Co,, Ltd. 1,000,000 2,500,000

RERRERALBEER AT

Sub-total 6,354,667 12,686,667
it
Non-current liabilities
due within one year Tianjin YOFC XMK] Optical Communication Co., Ltd. 4,400,000 4,400,000
—ER3H RERREXALBEERAT
FRBEE
Tianjin YOFC XMK] Optical Cable Co,, Ltd. 1,500,000 1,500,000
RERREXAEER AR
Wuhan Yunjingfei Optical Fibre Material Co., Ltd. 432,000 432,000

REERRCAM I ERAA

Sub-total 6,332,000 6,332,000
gt

RAEKLAERROERAT / F3R2017 381




382

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd)

T BBMAIREBXSE)

5. Receivables and Payables of Related Parties (Contd) 5. BAMAEWESTEE)

(2)  Payables to related parties (Cont d)

The Company

ZYNG

3| December

2) FENEBELHE (&)

3| December

2017 2016
Book balance Book balance
20174 20164
Names of items Related parties 12A3I1H 12H431H
HEEW B FREEREE AREIERER
Account payables Yangize Optial Fibre (Qianjiang) Co,, Ltd. 333,021,369 3371011
FEfHRRK ERIAETRRAR]
Yangtze Optical Fibre and Cable
Sichuan Co, Ltd. 61,464,185 38,106,090
R ENIBRATR
Tianjin YOFC XMKJ Optical Communication Co., Ltd. 31,629,027 89,231,299
RERRERALBEBRAT
Shin-Etsu YOFC (Hubei) Optical Preform Co,, Ltd. 56,145,240 =
RREBOHIL) LEFR AT
Wuhan YOFC Cable Co,, Ltd. 18,981,754 35,864,412
RERRBAEBARLA
Yangtze Optical Fibre and Cable Lanzhou Co, Ltd. 18,197,354 24,926,520
ERICACERMNERAT]
Tianjin YOFC XMK] Optical Cable Co,, Ltd. 29,104,503 35,661,647
RERREBXABARADF
Yangtze Optical Fibre and Cable Shenyang Co., Ltd. 35,080,296 15,462,895
RREGEBEGARAA
Shenzhen YOFC Connectivity Technologies Co., Ltd. 18,404,083 14,261,992
Y RREERMBR AR
Wuhan Yunjingfei Optical Fibre Material Co.,, Ltd. 13,044,286 14,182,195
REERRCAM N ERAA
Yangtze Optical Fibre and Cable
Company (Hong Kong) Ltd. 74,376,333 98,181,740
RGN E(FE)ERDA]
Ally First Optical Fibre and Cable Co,, Ltd 10,785,466 —

AT ROt BB R A A
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X.  RELATED PARTIES AND TRANSACTIONS (Contd)
5. Receivables and Payables of Related Parties (Contd)
(2)  Payables to related parties (Cont d)
The Company (Cont d)

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

T BEMAERBEBRS (&)
5. BB ERENRKEE)
2) ENEBELZE (&)
ERE(E)

3| December 3| December

2017 2016
Book balance Book balance
20174 20164
Names of items Related parties 12A31H 12H431H
L L2 RESE EERE
Draka Comteq Fibre B.V. 1,070,554 4,080,962
PT Yangzte Optical Fibre Indonesia 2,428,835 —
Draka Comteq France S.AS. = —
Wuhan Quangyuan Electronic Technology Co,, Ltd. 4,869,283 3,725,531
RENREFRRARAT
Yangtze Optics Africa Cable Proprietary Limited 2,899,448 —
Shantou Hi-Tech Zone Ao Xing
Optical Communication Equipment Co,, Ltd = =
WERHRREXBEREERAR
Yangtze Optical Fibre and Cable (Shanghai) Co,, Ltd. 22,579,984 —
ERCEE(LB)BERAA
Yangtze Zhongli Optical Fibre and Cable
(Jiangsu) Co,, Ltd. = 294,356
IERERPM AR EERAF
Everpro Technologies Company Limited = =
(R M RERAR
Yangtze (Wuhan) Optical System Corporation 1,538 =
ER(EE)KRGERNER A
Sub-total 734,083,538 377,350,650
INET
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd)
5. Receivables and Payables of Related Parties (Contd)
(2)  Payables to related parties (Cont d)

T BEMAIRBHISZ(E)
5. BMEERENREE)
2) ENBEBELZE (&)

The Company (Contd) KRAT(E)
31 December 31 December
2017 2016
Book balance Book balance
2017 F 20164
Names of items Related parties 12A3I1H 12H431H
HEEH )y FRE SRR ARE#RER
Others payables Draka Comteq Fibre B.V. 40,618,459 33,501,623
Hfth e 3%
Shenzhen YOFC Connectivity
Technologies Co., Ltd. = 2,611,803
A RREERMAR AT
Everpro Technologies Company Limited = =
TR (RE)MEAERAR
Sub-total 40,618,459 36,113,426
gt
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) T BERAIRBEBXZ(Z)
5. Receivables and Payables of Related Parties (Contd) 5 BAMAEWESTEE)
(2)  Payables to related parties (Cont d) 2) ENEBELZE (&)
The Company (Contd) ERF(#E)

3| December

3| December

2017 2016
Book balance Book balance
2017 % 20164
Names of items Related parties 12A31H 12A31H
L L2 RESE EERE
Receipts in advance YOFC Optical Fibre Qianjiang Co,, Ltd. 124,835 —
FRUBRR RRAGETIARAA
Yangtze Optics Africa Cable Proprietary Limited 31,240 13,248,796
Singapore Cables Manufacturers Pte Ltd. 1,745,441 21,435
Ally First Optical Fibre and Cable Co,, Ltd = 70,200,000
AL RO LB RR A A
Shenzhen SDGI Optical Fibre Co., Ltd. 25,280,000 540,000
AYFBESABERAA
PT.Yangzte Optical Fibre Indonesia = 135,674
YOFC-Yadanarbon Fibre Company Limited = —
Tianjin YOFC XMK] Optical
Communication Co,, Ltd. 480,255 —
RERRBXABERARAT
Yangtze Optical Fibre and Cable
Lanzhou Co,, Ltd. = —
RRAGALERMNBRADE
Sub-total 27,661,771 84,145,905
gt
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

X.  RELATED PARTIES AND TRANSACTIONS (Contd) + - BEEARBERIZ(EZ)
5. Receivables and Payables of Related Parties (Contd) 5. BAMAEWESTEE)
(2)  Payables to related parties (Cont d) 2) ENBEBELZE (&)
The Company (Contd) ERNT(E)
31 December 31 December
2017 2016
Book balance Book balance
20174 20164
Names of items Related parties 12A3I1H 12H431H
HEEW B FREEREE AREIERER
Deferred incomes Ally First Optical Fibre and Cable Co,, Ltd 13,584,740 —
BT s AT ROLE BB R DA
Wuhan Yunjingfei Optical Fibre Material Co., Ltd. 3,888,000 4,320,000
REEERAAM R BR AT
Tianjin YOFC XMK] Optical Communication Co,, Ltd. 1,466,667 5,866,667
RERREXALBEBERAT
Tianjin YOFC XMK] Optical Cable Co,, Ltd. 1,000,000 2,500,000

RERREXABAR AT

Sub-total 19,939,407 12,686,667
gt
Non-current liabilities
due within one year Tianjin YOFC XMK] Optical Communication Co,, Ltd. 4,400,000 4,400,000
—ER3Hm RERREXALBEERAT
FRBEE
Tianjin YOFC XMK] Optical Cable Co,, Ltd. 1,500,000 1,500,000
RERREXABARADA
Wuhan Yunjingfei Optical Fibre Material Co., Ltd. 432,000 432,000
REEERAAMHBRATF
Ally First Optical Fibre and Cable Co,, Ltd 754,800 =

AT TE R E AR DB

Sub-total 7,086,800 6,332,000
Dt
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XI.

Notes to the Financial Statements

CAPITAL MANAGEMENT

The Group's primary objectives of capital management are to safeguard its ability
to continue as a going concern, so that it can continue to provide returns for
shareholders, by pricing products and services commensurately with the level of risk

and by ensuring access to finance at reasonable financial costs.

The Group defines “capital” as shareholders’ equity. The Group's capital excludes

balances of related party transactions.

The Group's capital structure is regularly reviewed and managed to achieve an
optimal structure and returns to shareholders. The factors considered by the
Group include: the Group's fund demands in the future, capital efficiency, actual and
expected profitability, expected cash flow, and estimated capital expenditures. If
any change of the economic conditions influences the Group, the Group will adjust

its capital structure.

The Group supervises its capital structure through adjusted net debt-to-capital
ratio. For this purpose, adjusted net debt is defined as total debt (which includes

current bank loans, non-current bank loans), less cash and cash equivalents.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

BAEE

AEBEAEENTIRARRRER
SENRKELE  ERNERHTER
B 7K 4E & D an A AR A5 (B 48 3 R R
NEBEREKTESRENTA
BRIRIEHE R -

AEBUERNTERE SRR EE © K
SEMNEATERERBME AR
BHERERE

AEBEHEENEEE S HESE
- AREIRBENERBRAR
RE% - AEEERHAERE A
LERKMELER  ARKE B
ENRBBHANEN  BOORSE
o RMARTNE - WREERR
FERPUYEAEE  ALEHE
BEAREH -

AEBERAEABNFEHTERRR
EEEEMEARGERE - KHENFE
BREEB(EEEHRESRRRBE
) MRS MREHEY -
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Notes to the Financial Statements
B 7% R 3% Bt &

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XI. CAPITAL MANAGEMENT (Contd)

The adjusted net debt-to-capital ratio is as follows:

The Group

- BXER#E)

RREBFEHFEARDT -

*EH

3| December

3| December

2017 2016
2017 F 20164
12A31H 12 A3 H
Current liabilities mBAE

Current bank loans SRR 495,013,000 644,712,505
Non-current bank loans due within one year —FAIENRAEER 2,000,000 242,157,398

Non-current liabilities FRBEE
Non-current bank loans REIER 481,290,000 869,578,800
Total debts BEBAG 978,303,000  1756,448,703
Less: cash and dash equivalents o RekREEED 1,799,513,559 427,575,026
Adjusted net debt AR FESR (821,210,559) 328,873,677
Shareholders' equity REX 5,485,828,178 4,423,548,084
Adjusted net capital CRABNER 5,485,828,178 4,423,548,084
Adjusted net debt-to-capital ratio AR FEREREK (15%) 7%
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

CAPITAL MANAGEMENT (Contd) - BEXEHE (L)
The Company AAT
3| December 3| December
2017 2016
2017 201645
12A8318 12A318
Current liabilities mENAE
Current bank loans ySEUIEEA 478,013,000 589,879,005
Non-current bank loans due within one year —FRIHEREER 2,000,000 242,157,398
Non-current liabilities FERBEE
Non-current bank loans RAER 462,590,000 869,578,800
Total debts mEBaT 942,603,000 1,701,615,203
Less: cash and dash equivalents B RekREEED 1,430,201,714 108,385,602
Adjusted net debt R FER (487,598,714) 593,229,601
Shareholders' equity IR R A 4,913,575337  4,175831,383
Adjusted net capital RRBNER 4,913,575,337  4,175,831,383
Adjusted net debt-to-capital ratio RRABRNFEHEAREK (10%) 14%
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

Xll. COMMITMENTS AND CONTINGENCIES

T2 AERIBEHE

I.  Significant commitments |- BER#HBHE
(1)  Capital commitment () EFRE
31 December 31 December
2017 2016
20175 20164
Items HE 12A3I1H 12 A3 H
Construction projects TH#2IEH 2,495,056,205 928,502,091
Land lease payments TR = 16,830,549
Other long-term equity investments Hin R BRI & 325,547,422 16,718,170
Total =H 2,820,603,627 962,050,810
(2)  Operating Lease Commitments (2) BEHERE
The minimum lease payment payables of the Group under irrevocable BETAITRENEBERE
relevant housing operating lease agreement after 31 December 2016 REHERZ  NEBR

and 31 December 2017 are as follows:

2016F 124318 &2017
E 12831 BUABESH
REMREMFBAOT

3| December

3| December

2017 2016

2017 F 20165

[tems HH 12A31H 12 A3 H

Within | year (I year inclusive) | FUAR(E | 5) 8,214,968 8724713
Over | year but within 2 years | FAE2FAA(E25)

(2 years inclusive) 5,278,530 4,047,784
Over 2 years but within 3 years 2EREIFEHUA(EIF)

(3 years inclusive) 5,110,457 3,649,725

Over 3 years 3FENRE 4,118,191 6,387,018

Total Gl 22,722,146 22,809,240
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Notes to the Financial Statements

Xlll.  POST BALANCE SHEET DATE EVENTS
After the balance sheet date, the Board of Directors proposed a final profit

distribution. Further details are disclosed in Note V.34(1).

XIV. OTHER SIGNIFICANT MATTERS

Correction and impact of previous errors

The Group continued to refine and improve the management of trade
receivables based on its experience accumulated in practice. According
to the characteristics of the Group's industry, and with reference to the
provision ratio of allowance for doubtful debts of listed companies in the
same industry, the Group revised the allowance for doubtful debts accrued
using ageing analysis method according to the proportions listed in note
[I1.10. And during the reporting period, due to the principle of prudence
and the comprehensibility of the financial statements, the Company made
retroactive adjustments to the allowance for doubtful debts for 2016
according to the ratio listed in note Ill.10. The amount affected in particular

is listed as follows:

10

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

BEEREREARER

ESeRBERRNN0ITFEERER
RERENREENE  FRABR2
RMEER - 34(1) ©

HitEREIE

|+ AHZEZERFEERY
AEERBREEEPESERN
5 TER(L R EH R ER
RENER - BEASEMET
R WBERTELMAR
B R BR TR BR 2 R st B L 4
AEEHEAKRER DA RN
REBRRIE= - 10 A7
mmﬂ TTIERT - MRS H
A HR B R B A R A FIR
B mEM AR - ARAE
2016 F R RIANZRERBRR
faE = 10RO R I T
BPRE ARYZE2eHIITM
T

=

31 December 2016/2016

2016F 124318 /2016FEE

Before Adjustment

adjustment amounts Adjusted
tems TEH B HEEH FE
Balance sheet: BEEER:
Trade receivables JRE W BR 5K 896,233,848 (14278352)  1,881,955496
Deferred tax assets BREFERHEE 55,956,116 2,008,338 57,964,454
Total assets mEE 8,178,614,041 (12270,014)  8,166,344,027
Income statement: Ak
Impairment loss BERERK 30,895,421 (17,621,343) 13,274,078
Income tax ST E R 96,953,106 2,639,554 99,592,660
Profit for the year JER S 678,718,382 14981789 693,700,171
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd)
2. Segment Reporting
The Group determines the two reporting segments, optical fibres and
optical fibre preforms segment and optical fibre cables segment, based on
the intemal organizational structure, management requirements and internal
reporting system. Each reporting segment is a separate business segment
that provides different products. The management of the Group will
regularly review the financial information of different segments to determine

the allocation of resources and to evaluate their sales performance.

J Optical fibres and optical fibre preforms segment-mainly responsible
for the production and sales of optical fibers and optical fiber

preforms.

J Optical fibre cables segment-mainly responsible for the production

and sales of optical fibre cables.
(1) Information of Profit or Loss and Asset of Reporting Segments

In order to evaluate the performance of each segment and allocate
resources, the management of the Group will regularly review
the assets, income, expenses and operating results attributable to
each segment. The preparation of such information is based on the

followings:

Segment assets include all tangible assets, other non-current assets
and receivables and other current assets attributable to each segment,
but exclude deferred income tax assets, long-term equity investments,

intangible assets and other unallocated assets.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017
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Notes to the Financial Statements

XIV. OTHER SIGNIFICANT MATTERS (Contd)
2. Segment Reporting (Cont d)

)

Information of Profit or Loss and Asset of Reporting Segments
(Cont'd)

Segment operating results refer to the revenue from external
customers generated by each segment, less the operating costs
incurred by each segment. The Group did not allocate other expenses
such as selling and management expenses and financial expenses to

each segment.

The information disclosed in each of the following reporting segments
of the Group s that the management of the Group used the following
data in measuring profit/(loss) and assets of the reporting segments,
or did not use the following data but provided it regularly to the

management of the Group:

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

o HtERRE(E)
2 OBEE(E)

(1) &7 B FI B R R
EENEER (B)
NEBERRRERESD
BEENHIZZRA -
MERED BEENEE
PRAS o KB OR A 3
ERERER MHER
FHMERNEATD

TR E AR 8% B
EHPHELRAREE
BB EHE DB

J(BE) BERERT
ToEE  HEREAT
NEEETHRERAR

o

7

B -
2017
NITEE
Optical fibres
and optical
fibre preforms ~ Optical fibre Offset
segment cables between  Unallocated
b Y| segment Others segments amounts Total
ftems 2R RRELE  xE% By APEEH AIEER At
Revenue from extemal transactions E/5M 4T A 4,702,946,373 5,034,896,658 628,240,628 = — 10,366,083,659
Inter-segment revenue AEHEZHIA 441,264,757 10,525,110 426,751,818 (878,541,685) = =
Segment proft DM 2224855964  534400,696 135,296,392 (105,352,308) — 2,789,200,744
Including Deprecationand ~ Ht : FTEMEHER
amortization expenses (97,993,873)  (23,064,89) (85418297) 3,161,937 — (203315,129)
Taxes and surcharge L — — - —  (63717,191) (63,717,191)
Selling expenses HEER — - = — (304,884,581) (304,884,581)
Administrative expenses ERER = = = — (968,067,388) (968,067,388)
Financial expenses BEER — — — —  (78,156,390)  (78,156,390)
Impairment loss BERERX - - — — (11739,577) (117,329,577)
Gains from changes in fairvalue 73 B{EZ BE - - - - 240422 24042
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd)
2. Segment Reporting (Cont d)

(1)  Information of Profit or Loss and Asset of Reporting Segments

o HtERRE(E)
2 IBEE(E)
() HEZBHFEHERR

(Contd) HEHEE (A)
217
NITEE
Optical fibres
and optical
fibre preforms ~ Optical fibre Offset
segment cables between  Unallocated
b 1 | segment Others segments amounts Total
ftems 1R RREsE  xE% By APEEH AIEER At
Investment income BEkE - — = — 161,089,680 161,089,680
Including Ivestment income i~ H? - BB EMEEREN
assodates and joint ventures X &N & - - - — 159,121,150 159,121,150
Losses from disposel of assets ~~ BERENE - — — —  (27294%8)  (2,729458)
Others profits Htlhg = = = — 31,055,191 31,055,191
Operating profit(oss) EEHE/ (B8 24855964 53440069 135296392 (105,352,308) (1,342,499,292) 1,446,701 452
Non-operating income XM - - - — el el
Non-operating expenses EL S - - = —  (1,530,284)  (1,530,284)
Profit before taxation TR/ (BR)E% 2204855964 534400696 135296392  (105352,308) (1,342,326,555) 1,446,874,189
Income taxes MERER - = = = (202,295,105) (212,295,105)
Proft for the year B/ (B8) 2204855964 534400696 135296392  (105,352,308) (1,554,621,660) 1,234,579,084
Total assets BELE 2,136,306,867 2,189,938,346  4,988,611474  (147,092,684) — 9,167,764,003
Other items: HHIgR -
~Longterm equity ivestment  —HBECENAELEN
inassociates and joitventures S ERIERE - — 141866472 - — 1241866472
~Increase in other non-current  —RERERAAIMIE )
assets other than long-term ERBEELNS
equity investment 261,785,001 98265701 213786290  (8440,344) — 565,396,648
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XIV. OTHER SIGNIFICANT MATTERS (Contd)

2.

Segment Reporting (Cont d)

)

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

Information of Profit or Loss and Asset of Reporting Segments

o HtERRE(E)
2 OBEE(E)

() HEZBHFEHERR

(Contd) HEHEE (A)
W06
WIEER

Optical fiores

and optical

fibre preforms~ Optical fiore Offset

segment cables between  Unallocated Total

rERAE, segment Others segments amounts
ftems L REEnd  tENE it A¥EER  AOKEE ait
Revenue from extemal transactions #ANZ HHA 4073144690 3580739390 457611044 — — 8111495124
Inter-segment revenue APERHRA 163,478,068 — 139562095  (303,040,163) — —
Segment profi AHNE 140617779 219087975 112882372 (55,570534) — 1681577609
Indluding: Depreciation and He: fEABHER
amortzation expenses (71567359)  (18601.939)  (69441,349) 11,162 —  (159,599,485)
Taxes and surcharge HERH — — — —  (375909%)  (37590996)
Sellng expenses HEER - — —  (199431553)  (199:431,553)
Administrative expenses EEER — — —  (662230345)  (662230345)
Financial expenses HHER — — — = (112201,093)  (112.211,093)
Impaiment loss AERER — - —  (13274078)  (13274078)
Gains from changes in farvalie AR BEETER = = = (99,303) (99,303)
Investment income &N - - - — 13415382 113415382
Indudng: Investment income i~ £ - HBENAEREN
associates and joint ventures Bl — — — 105040,139 105,040,139
Losses from disposel of assets ~~ BEREE& - - - - (Q080737)  (2080737)
Operating profit(loss) EHR/(BE) |40617779% 19087975 112882370 (S5570534)  (913502723) 769074886
Non-operating income EZIMA = = — 2640810 26440810
Non-operating expenses BEMTM — — — — (2222865 (2222865)
Profit before taxetion flE/ (Bie)as 1406177796 219087975 112882370 (S5570534) (889.284778) 793292831
Income taxes igeg - — — —  (99592660)  (99.592660)
Profit for the year I/ (B8) 140617779 219087975 112882372 (55570534) (988,877438) 693,700,171
Tota assts AELT 1837700625 2082713799 4494652436 (248722833 — 8166344007
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd) tN B EEEIFZ)
2. Segment Reporting (Contd) 2 DEBE(E)
(1) Information of Profit or Loss and Asset of Reporting Segments () FHEDZBHF R EER
(Contd) HENER (8)
2016
NI6EE
Optical fiores
and optical
fibre preforms~ Optical fiore Offset
segment cables between  Unallocated Total
rERAE, segment Others segments amounts
fems 8 RRENE  tEDY i DEFEEE A0kER At
Other tems Hit7ER :
~ Longtem equity ivestmentin - —HEE L ENABLEH
assodiates and joint ventures RORERE — —  1,052595439 - — 1052595439
- Increase in other non-current
assets other than longterm —— — RABRERE A IMIE A
equty investment FREEELINE 681,157,191 122709,161 416354548 (194020031) — 1026220869
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Notes to the Financial Statements

XIV. OTHER SIGNIFICANT MATTERS (Contd)
2. Segment Reporting (Cont d)

)

Geographical Information

Information about the external transaction income and non-current
assets (including fixed assets, construction in progress, intangible
assets, long-term equity investment and other prepayments (specific
non-current assets)) listed by the Group in different regions are
shown in the table below. External transaction revenue is divided by
the location of the customer who receives the service or purchases
the product. Non-current assets are classified according to the
physical location of assets (for fixed assets) or the location of related
business (for intangible assets and other prepayments) or the location

of joint ventures and associates.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

o HtERRE(E)
2 OBEE(E)

?)

HEEE

A& BIZ AR E 5 R 8
BREMGHNHINZZBWA
UEFERBEE(REE
TEE HEIR B
BE ROKRERALE
RARAGEFRD
BE) TROMEERT
xR HIRZHRARKRE
XRBABEEMNRP
HFTAEEITE D - IR
PEERRREEEDM
EH(HREEEEMS)
D BB AR
i (BB E EMAMIR
NEURME ) sk A & Mg

ERNFTEETEID ©
Total revenue from external customers
HIRZ W AHEEE
2017 2016
Country or region Ry tE 2017 F 2016
Mainland China B A B 9,205,778,310 7,408,478,096
Others Hitb 1,160,305,349 703,017,028
Total At 10,366,083,659 8,111,495,124
Total non-current assets
ERBEELE
3| December 3| December
2017 2016
2017 20164
Country or region BER it E 12A31H 12431 A
Mainland China BN 3,564,161,483 3,180,390,477
Others Hih 193,626,060 139,629,553
Total &&f 3,757,787,543 3,320,020,030
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd)
2. Segment Reporting (Cont d)
(3) Key customers

Among the Group's customers, the Group has one customer (201 6:

tH HthEEEIE(£)
2. PEHBEE)
@B ZEEF

EXREEFT  A&H

one) derived from a single customer's income which accounted

for 10% or more of the Group's total income, accounting for

approximately 28% of the Group's total income (2016: 21%). The

amount of income from those customers is as follows:

RERE-—FFRAML
AEBEBKA 0% L
MEFAIEQI6EF:
HE) - $EAEERKA
28%(20164F = 21%) © X
BZERFHBALES

RAR
2017
2017
Custumers Name of segment Amounts
EF DEEE o
Custumer | Optical fibre cables segment 2,884,162,780
P K&
Custumer 2 Optical fibre preforms segment Less than 10% of the group’s total revenue
P2 REBTERE D EREBAB AR 10%
2016
20165
Custumers Name of segment Amounts
=P pEEIE |
Custumer | Optical fibre cables segment 708,126,683
&P HEDEB
Custumer 2 Optical fibre preforms segment  Less than 10% of the group's total revenue
P2 Yo Ta s 1 B EREB R AR 10%
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3. Directors’ emoluments

()

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd) tN HEEEIFZ)
3. EEHM
Directors’ remuneration () EEHE
Details of the directors’ remuneration (including the chief executive K B(E B A 8] 7E )5 383
officer and the supervisor) disclosed in Section 383 of the “Hong BE—IRUAERAGDERE
Kong Company Law" and Section 2 of the “Corporate Remuneration S ERESHE IR
Disclosure Information” of the company regulations are as follows: EEIMEENEZ
(BRTHERNES)H
BT
2017
NITEE
Salaries,
allowances Retirement
and other benefit plan
Current or benefits  Discretionary  contributions
previous positions Fee #% EH bonus BINER Total
RESEARL #E REMEN  BHEEL HFEMER ait
B Director
Ma Jie Director 466,229 = = = 466,229
A g%
Philippe Claude Vanhille  Director 466,229 = = = 466,229
£
Yao Jingming Director 466,229 = = = 466,229
ke g%
Zhuang Dan President = = = = =
i B
Pier Francesco Facchini  Director 429,387 = = = 429,387
£
Frank Franciscus Dorjee  Director 466,229 = = = 466,229
g%
Xiong Xiangfeng Director 466,229 = = = 466,229
fmiE g%
Zheng Huili (note i) Director 466,229 = = = 466,229
BISEGELi) g%
Wen Huiguo (note i) Director = 90,272 = 1,971 92,243
NEH (i) g%
Yeung Kwok Ki (note i) ~ Director 36,842 = = = 36,842
AR () g%
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd)

3.

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017

Directors’ emoluments (Cont d)

(1)  Directors’ remuneration (Cont'd)

TH HMEERR#E)

3

ESHME)
() EBME (&)

2017
WITEE
Salaries,
allowances Retirement
and other benefit plan

Current or benefits  Discretionary  contributions

previous positions Fee #% EH bonus BINER Total

RERE AR #e REMEN  BERA  HBER CEl
BYFHTES Independent non-executive director
Ngai Wai Fung Independent non-executive director 466,229 — — — 466,229
iz BAFHTES
Ip Sk On Simon Independent non-executive director 479,387 = = = 479,387
EH% BAFHTES
Li Ping Independent non-executive director 466,229 = = = 466,229
¥ BAFHTES
Li Zhuo Independent non-executive director 466,229 = = = 466,229
22 BAFHTES
o President
Zhuang Dan President = 1,432,894 4,500,000 84,621 6,017,514
i B
ES Supervisor
Wang Ruichun Supervisor = 937,535 637,083 77,966 1,652,585
ThE £
Liu Deming Supervisor 178,571 = = = 178,571
i S
Li Changai Supervisor 178571 = = = 178,571
TRE £%
Jiang Zhikang (note i) Supervisor = 71,735 = 6,654 78,389
TSR () S
CHI Total 5,498,819 2,532,436 5,137,083 171,212 13,339,550




XIV. OTHER SIGNIFICANT MATTERS (Contd)

3. Directors’ emoluments (Contd)

(1)  Directors’ remuneration (Cont'd)

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

TH HEthEEEIE(Z)
3. EEHFM(E)
() EEME (&)

2016
WI6FR
Salaries,
allowances Retirement
and other benefit plan

Current or benefits  Discretionary  contributions

previous positions Fee & 2H bonus RIEA Total

RELEERN 0o REAMEN  BERL  SEER At
Bz Director
Wen Huiguo (note i) Director = 1,076,168 3,600,000 22734 4698902
Xe(iti) g%
Frank Franciscus Dorjee  Director 468499 = = = 468499
Frank Franciscus Dorjee  Z5
Ma Jie Director 468499 = = = 468499
A g2
Yao Jingming Director 468499 — — — 468499
B3R g%
Philippe Claude Vanhille  Director 468499 = = = 468499
Philippe Claude Vanhile %
Yeung Kwok Ki (note )~ Director 468499 = = = 468499
HEB () g
Xiong Xiangfeng Director 468499 — — — 468499
frE g%
Zheng Hulli (note ii) Director 468499 = = = 468499
BEE(EN) £
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd) tN B EEEIFZ)
3. Directors’ emoluments (Contd) 3- EEHME)
(1)  Directors’ remuneration (Contd) () EZME (&)
2016
WI6FE
Salaries,
allowances Retirement
and other benefit plan

Current or benefits  Discretionary  contributions

previous positions Fee & 2H bonus RIEA Total

RELEERN we  LHEBERN RERL  EER ait
BUFHTES Independent non-executive director
Ngai Wai Fung Independent non-executive director 468499 = = = 468,499
hiRE BUNITES
Ip Sik On Simon Independent non-executive director 627941 = = = 627941
E37E BUFHTES
Li Ping Independent non-executive director 468499 = = = 468499
21 BAFHTES
Li Zhuo Independent non-executive director 468499 = = = 468,499
! BUNITES
) President
Zhuang Dan President = 1,270,233 4500000 77,061 5847294
i B3
£z Supervisor
Jiang Zhikang (note i) Supervisor = 844,582 650,000 77,061 1,571,643
THE(R) £%
Liu Deming Supervisor 178571 = = = 178571
fEH E%
Li Changai Supervisor 178,571 = = = 178,571
FRE EE
&t Total 5,670,073 3,190,983 8,750,000 176,856 17787912
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Notes to the Financial Statements

XIV. OTHER SIGNIFICANT MATTERS (Contd)

3. Directors’ emoluments (Contd)

(1)  Directors’ remuneration (Cont'd)

@)

Note:

(i) The above directors and supervisors have resigned on 24 January 2017.

(ii) Zheng Huili served as the deputy secretary of the Party Committee in
the Company for the current and prior years. In 2017, the remuneration
received by the above positions apart from non-directors was

RMBI 212,414 (2016: RMBI,176,171).

Highest paid person
During the year, the number of directors, chief executives, supervisors,
non-directors and non-supervisors in the five highest paid individuals

are set out below:

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

TH HtEEEEHE)
3. EBFME)
() EBHE (&)

i

0] FEEREEER2017
| A24BET -

(i)  EPEBERFRARFE
EARAITETEEREE
BIZ% 0 2017EER £
ML IEE = PTERS
e AARE 212414
T (2016F : AR
1,176,17178) °

2 BREMEAL
REFEER AE &= M
EATANES  THA
BEE FEENFE
EABIIRMAT

2017 2016

2017 F 20164

Directors, chief executives and supervisorszz & * 1T M EE I 2
Non-directors and non-supervisors HEERHES 4 E
Total G 5 3
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XIV. OTHER SIGNIFICANT MATTERS (Contd) tN B EEEIFZ)
3. Directors’ emoluments (Contd) 3- EBFME)
(2)  Highest paid person (Contd) 2 BEMEAL (&)
The total remunerations of other highest paid individuals except REZUIINZEME AL
directors are as follows: R BN & BEESI RIS ¢
2017 2016
20175 2016%F
Remuneration and other emoluments Bl & F1E b B & 5,720,930 3,502,977
Discretionary bonus BEIEAL 4,656,260 6,900,000
Contributions to retirement plans RIRET IR 282,959 175,112
Total At 10,660,149 10,578,089
The remuneration of non-directors and non-supervisors in the highest SeMe ALTHHNIEES
paid individuals is within the following range: RFEEENMESEATE
A
2017 2017 F
HKD$2,500,00 Ito HKD$3,000,000 2,500,001 7T 2 3,000,000 87T
(RMB2,091,000 to RMB2,508,000) (AR# 2,091,000 7CE A K% 2,508,000 7T) 3
HKD$3,000,001 to HKD$3,500,000 3,000,001 % 7L Z 3,500,000 47T
(RMB2,508,001 to RMB2,926,000) (AR#2,508,001 mE AR 2,926,000 7T) —
HKD$3,500,001 to HKD$4,000,000 3,500,001 /8 7T 2 4,000,000 /5 7T
(RMB2,926,001 to RMB3,344,000) (ANE# 2,926,001 TTZE AR® 3,344,000 7T) —
HKD$4,000,001 to HKD$4,500,000 4,000,001 A ITE 4,500,000 8 7T
(RMB3,344,001 to RMB3,762,000) (AR 3344001 TE AR¥ 3,762,000 7T ) [
4
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XIV. OTHER SIGNIFICANT MATTERS (Contd)
3. Directors’ emoluments (Contd)

(2)  Highest paid person (Contd)

2016

Notes to the Financial Statements

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

o HtERRE(E)
ESHME)

20164

2 BREMEAL (&)

HKD$3,500,001 to HKD$4,000,000
(RMB3, 131,000 to RMB3,578,000)
HKD$4,000,001 to HKD$4,500,000
(RMB3,578,001 to RMB4,025,000)

3,500,001 7 7T & 4,000,000 770

(ARE3131,000 L& AR 3,578,000 7C)

4,000,001 7 7T = 4,500,000 7 7T

(AR¥3578,001 L= AR¥ 4,025,000 7T)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF

PARENT COMPANY

l. Trade receivables

(1)  Trade receivables by customers’ type are as follows:

FE W AR TR

() EBREZEZEFEEDH

or

3| December

ti BARMBRREEREEE

3| December

2017 2016

2017 & 20164

Type of customers EFER 12A3I1H 12A31H
Related parties )N 202,890,792 206,785,637
Other customers HMER 1,638,552,402 l,643,750,485
Sub-total NEE 1,841,443,194 ,850,536,122
Less: allowance for doubtful debts W IRREE 41,391,914 39,507,235
Total % 1,800,051,280 1.811,028,887
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF

PARENT COMPANY (Contd)
I.  Trade receivables (Contd)

(2)  Trade receivables analyzed by ageing are as follows:

(%)
|~ EWRRR(E)

Ti BRAMBEREERAE TR

(2) EWEZZKES W

T

3| December

3| December

2017 2016

20175 201645
Ageing AR iR 128318 128318
Within | year (Iyear inclusive) | FUAR(E | 5) 1,649,328,342 1,773914,850
-2 years (2 years inclusive) | EE2F(E24) 156,295,729 49,298,873
2-3 years (3 years inclusive) 2EEIF(E3IF) 13,546,799 14,655,491
3-4 years (4 years inclusive) 3E4E(Z45F) 8,474,785 2,816,380
4-5 years (5 years inclusive) 4E5F(85F) 6,503,837 3,003,965
Over 5 years S5FE 7,293,702 6,846,563
Sub-total g 1,841,443,194 1,850,536,122
Less: allowance for doubtful debts o BRER 41,391,914 39,507,235
Total &5t 1,800,051,280 1,811,028,887

Ageing calculated from the confirmation date of trade receivables.
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Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF 131 BARIMBBRERTIEEETRE
PARENT COMPANY (Cont'd) (#&)
I.  Trade receivables (Contd) |+ ERERRE)

(3) U DEHRE

(3)  Trade receivables classification disclosure

31 December 2017
2017%12R831H

Provision for bad and

Carrying amount doubtful debts
REHE R
Amount Ratio(%) Amount Ratio(%) Book value

Categories <Y Eid £8 EEfl (%) &8 EeAl (%) RHEE
Trade receivables with BEGEEAVER @) — — — — —

significant single amount SHETERERN

and separate allowance MR

for doubtful debts
Trade receivables RERRREEHAS R (b)

according to total BIRERRN IR

allowance for doubtful debts

of credit risk charateristics

Combination | Al 202,890,792 1% 3,488,605 8% 199,402,187

Combination 2 e 1,206,596,842 66% 19,747,362 48% 1,186,849,480

Combination 3 a3 431,955,560 23% 18,155,947 4% 413,799,613
Combination Sub-total Bait 1,841,443,194 100% 41391914 100% 800,051,280
Trade receivables with ERGHEIEAEER = = = = =

insignificant single amount iR T SERERN

but with separate allowance FEUERR

for doubtful debts
Total Bt 1,841,443,194 100% 41,391,914 100% 1,800,051,280
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF 17 BATBMBHRRETEEHIRE
PARENT COMPANY (Cont'd) (%)
I.  Trade receivables (Contd) |+ BERERR(E)
(3)  Trade receivables classification disclosure (Contd) () EREFDERE (E)

31 December 2016
016%F12R31H

Allowance for

Carrying amount doubtful debts
Amount Ratio(%) Amount Ratio(%) Book value
Categories 15 3 K ELAl %) Ec ELfl %) FEEE
Trade receivables with significant  EIRSFEAW BB @ = = = = =
single amount and separate iR T EEREEN
allowance for doubtful debts JEIERTR
Trade receivables accordingto  ZEREREEEATHE ()
total allowance for doubtful SRR RIER
debts of credit risk charateristics
Combination | k) 206,785,637 [1% 5,105,052 13% 201,680,585
Combination 2 a2 1,450253,048 78% 21,832,340 55% 1,428420,708
Combination 3 a3 193,127,620 [1% 12,200,026 31% 180,927,594
Combination sub-total A 1,850,166,305 100% 39,137418 99% 1,811,028,887
Trade receivables with ERSREIENEES 369817 0% 369817 1% =
insignificant single amount but SHETSRERN
with separate allowance JEUR AR
for doubtful debts
Total At 1,850536,122 100% 39,507,235 100% 1,811,028,887
(@) At the end of each year of the reporting period, the Company (@) ARARWMEHAE
did not have a single significant amount and separate allowance ERTNFHEEESH
for doubtful debts of trade receivables. BEAVEBIRTE

AR R IR -
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XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF

PARENT COMPANY (Contd)
I.  Trade receivables (Contd)

3
(b)

Notes to the Financial Statements

Trade receivables classification disclosure (Contd)

In the combination, at the end of the year, trade receivables

for doubtful debts allowance are accrued according to ageing

analysis method:

3| December 2017

Book balance

BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

Ti BRAMBEREREREE TR

(%)

| .

FEWBRRR ()
(3) EUREDSEHE (&)
(b) #HEFR  FRIZER
AIERHIRIE R &R
) FE I BR 5

2017F12R31 8

Allowance for

doubtful debts Provision ratio

Ageing AR IREEREE BRERE HEA4]
Within | year | FLAA 1,787,523,221 27,470,801 2%
Over | year but within 2 years | E25 27,450,144 1,773,442 6%
Over 2 years but within 3 years 2 ZE 3% 7,948,137 1,314,838 17%
Over 3 years but within 4 years 3£ 44F 10,612,385 3,540,071 33%
Over 4 years but within 5 years 4 £ 54 1,316,530 699,986 53%
Over 5 years S5FEM E 6,592,777 6,592,776 100%
Total &t 1,841,443,194 41,391,914 2%
31 December 2016 2016F 1231 B
Allowance for

Book balance doubtful debts Provision ratio
Ageing AREQ RE#E BERER FHRLL B
Within | year | FFLAA 1,791468,282 25,753,029 1%
Over | year but within 2 years | E2F 31,657,766 2,443,379 8%
Over 2 years but within 3 years 22 34F 14,561,195 1,558,392 1%
Over 3 years but within 4 years 344 2,628,534 913213 35%
Over 4 years but within 5 years 4% 54F 3,003,965 1,622,842 54%
Over 5 years SELAE 6,846,563 6,846,563 100%
Total =ril 1,850,166,305 39,137,418 2%
Please refer to note Ill.10 for the confirmation of the BEZBEKENE

accounting policy for the combination.
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Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

SRENAARET)

(B RIRERASN -

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF
PARENT COMPANY (Contd)

Trade receivables (Cont d)

(4)  Allowance for doubtful debts charged and recovered for the year:

Ti BRAMBEREERAE TR

(%)

| EWERE)
(4) AEFIER KB R ZERE

BIEX -
3| December 31 December
Note 2017 2016
20174 20165
[ 128318 12A31R
Initial balance U 39,507,235 44,757,881
Charge/(Withdrawing) AFFHR/(EE)
for the year 3,769,609 (5,046,537)
Write-off this year N2 (b) (1,884,930) (204,109)
Year-end balance FRFE 41,391,914 39,507,235
(@  The Company assesses and calculates the balance of doubtful (@) ARARBZWMESRKR
debts at the end of each reporting period in accordance with BB AWK
the accounting policies and accounting estimates (see note BREBNGEER
lIl.10) for the provision for doubtful debts of the Company's e (250
trade receivables, after comparing them with the doubtful debts F=10)FHALE
provision balances of the previous accounting year, withdrawal HIZREERTE
or reversal of doubtful debts provision for the current period/ HE -2 FE/N
year. ZRREBRTEETY
Bk sHRSEEE
B,/ % )R
S8 -
During the reporting period, the Company did not have a ANRARERE BHAT
significant amount of recovery or reversal of trade receivables FHEE 28T eskaT
that had been fully accrued or provided with a large proportion RECK L 2 BR 1B
of bad-debt reserves. MEKERELESR
B AR E 2k 8 @
fE
(b)  During the reporting period, the Company did not write-off a (b) ARREREHARE

single significant amount of trade receivables.
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Notes to the Financial Statements

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF
PARENT COMPANY (Contd)
I.  Trade receivables (Contd)

)

The top five trade receivables by year-end balance of arrears

As of 31 December 2016 and 31 December 2017, the total amount
of trade receivables of the top five balances of the Company was
RMB 1,369,896,993 and RMB |,162,442,865, respectively. Accounted
for 74% and 63% of the total balance of accounts receivable at the
end of the year. Total accrued bad-debt provisions balance at the end

of the year was RMB 23,523,449 and RMB 15,644,817 respectively.

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRRIER - eRBENAARKT)

Ti BRAMBERERERAETRE

(%)

|~ EYRER(E)

)

BRAX G BEENEXRGE
FIEEHEREIER

B ZE2016F12A31H
K2017F 128318 &
NEATEA R AR EW
EREd2AAARK
1,369,896,993 7T & A R #&
1,162,442,8657C © 7 7l 1k
ENEERFRAES S
H)74% K& 63% © 18 FE T 12
HERERBFRAES T
25l B A R %23523,449
TTRARE 15644817 7T °
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF

PARENT COMPANY (Cont'd) (&)
2. Other receivables 2. HEWRK
(1)  Other receivables analyzed by customers category are as follows: (1) EBEMERNEEFEFS
W :
3| December 3| December
2017 2016
2017 20165
Customers’ category EFER 12A3I1H 12A31 8
Due from related parties R T 5% 1B 1
within the Group 189,128,892 239,948,747
Due from related parties JE W &= B S BB 7
outside the Group 40,290,748 43,096,256
Due from third parties e SE R N R 28,054,149 37,979,034
Sub-total et 257,473,789 321,024,037
Less: allowance for doubtful debts SRR — —
Total &5t 257,473,789 321,024,037

(2)  Other receivables analyzed by ageing are as follows: (2) EMERZZEET U

F:

31 December 31 December

2017 2016

2017 F 20164

Ageing AR iR 128318 128318

Within | year (I year inclusive) | FLAR(E 1 ) 254,567,794 311,039,371

12 years (2 years inclusive) | FEL2F(Z2F) 1,363,398 5,871,585

2-3 years (3 years inclusive) 2EEIF(E3IF) 1,236,453 1,895,935

Over 3 years 3FEME 306,144 2217,146

Sub-total et 257,473,789 321,024,037

Less: allowance for doubtful debts W BERAEE — —

Total At 257,473,789 321,024,037

Ti BRAMBEREERAE TR

Ageing calculated from the confirmation date of other receivables.

R ik B A B UK R B
HEFIEETE
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PARENT COMPANY (Contd)
2. Other receivables (Contd)

Notes to the Financial Statements

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF

(3)  Other receivables classified by nature of payment

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

Ti BRAMBEREREREE TR

HittEWR(E)
(3) EBEMERNENEMNE S

HiEX
3| December 31 December
2017 2016
2017 & 2016
Payment nature RIEAME 12A3I1H 12A31H
Subsidiary receivable FEWF AR 189,128,892 239,948,747
Others affiliates receivable JE LS L £t [ Bt A ) 40,290,748 43,096,256
Dividends receivable FEUF) B — 13,580,548
Input-tax pending attestation HREEEDR — —
Factoring back pay receivable JE W ARER B 5K = =
Bid bond BIZRES 14,693,040 12,421,100
Others Hib 13,361,109 11,977,386
Sub-total INET 257,473,789 321,024,037
Less: allowance for doubtful debts B IEEREE = —
Total =l 257,473,789 321,024,037
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF
PARENT COMPANY (Contd)
2. Other receivables (Contd)

(4)  The top five other receivables by year-end balance of arrears

3| December 2017

Ti BRAMBEREERAE TR
(%)
2. HittEEW(E)
(4) BIRLTEEHFEXRGH
BB BRI R MERFER

20175128318

Proportion
of the total
balance of
other

receivables at

the end of
the year (%)
EE A
FE W& K
Units name Payment nature  Year-end balance Ageing BREEAGTE
B8 RENME FERBE fRie  HOLLBI (%)
Yangtze Optic Fibre (Qianjiang) Co., Ltd. Entrusted Loan 50,000,000 Within | year 19%
ERICHETARAR REER | B
Yangtze Optical Fibre and Cable Entrusted Loan 40,000,000 Within | year 15%
Sichuan Company Ltd. EREX | FBLA
RRAEGELIBRAR
Yangtze Optical Fibre and Cable Entrusted Loan 35,000,000 Within | year 14%
Shenyang Co., Ltd. EEERX | FBLA
RSB ERSERAF
Yangtze Optical Fibre and Cable Lanzhou Co,, Ltd. Entrusted Loan 30,000,000 Within | year 12%
RRICEAEBMNERAF] AR | B
Shenzhen Yangtze Connectivity Technologies Entrusted Loan 30,000,000 Within | year 12%
Co. Ltd. REER P
AYIRRE ERMAR R A
Total 185,000,000 72%
A&t
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BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF 11 BARBKBRERETEEAIE

PARENT COMPANY (Cont'd) (#&)
2. Other receivables (Contd) 2. HttEWR(E)
(4)  The top five other receivables by year-end balance of arrears (4) BRATEEHFERGE
(Contd) B & & HY B e JE W 515 R
(%
31 December 2016 2016F 12431 8
Proportion
of the total
balance of
other
receivables

at the end of

the year (%)
A
FEUWFRE R
Units name Payment nature Year-end balance Ageing  HREEEFTH
B 7 TIRH) D FRERE Rk HOEBI (%)
Yangtze Optic Fibre (Qianjiang) Co., Ltd. Entrusted Loan 99,644,658  Within | year 31%
RRABETIBRDA REER | LA
Yangtze Optical Fibre and Cable Lanzhou Co., Ltd. Entrusted Loan 50,093,500  Within | year 169%
RRCHAEBMNER QA EEEN | AR
Yangtze Optical Fibre and Entrusted Loan 40,224,458  Within | year 13%
Cable Sichuan Company Ltd. EEX | FLAR
RRABAELNFRAF
Yangtze Optical Fibre and Cable Shenyang Entrusted Loan 30,409,588  Within | year 9%
Co, Ltd. REER | FLAR
RRABEBSERAA
Everpro Technology Company Limited Entrusted Loan 30,096,556  Within | year 9%
RGE (FUZ) R AR QA ZEER | AR
Total 250,468,760 78%
aat 250,468,760 78%
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF
PARENT COMPANY (Contd)
3. Long-term equity investment

(!)  Long-term equity investments are classified as follows:

Ti BRAMBEREERAE TR

(%)

3- RHERERE
(1) REBRBREZZNT :

3| December 2017

201712 A31H
Impairment
Book balance provision Book value
[tems HE BRI ERER BEEE IREEE
Investment in subsidiaries HFNEIRE 997,812,591 179,613,900 818,198,691
Investment in associates and e  SERERE
joint ventures 1,245,996,472 4,130,000 1,241,866,472
Total &t 2,243809,063 183,743,900 2,060,065,163
31 December 2016
2016F 12 A31 8
Impairment
Book balance provision Book value
ftems 1HE IRE R E L AREEE
Investment in subsidiaries HERAIKRE 845,536,079 — 845536079
Investment in associates and HEE  SERERE 1,056,725,439 4,130,000 1,052,595439
joint ventures
Total = 902,261,518 4130000 1,898,131518
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF 17 BATBMBHEREIEEHIRE
PARENT COMPANY (Cont'd) (#&)
3. Long-term equity investment (Cont d) 3

RERERE(E)
2) HFRAARE

(2)  Investment in subsidiaries

Balance on
Balance on 31 December Provision for Impairment
| January 2017 2017 impairment of  prepared year-
WITE Increase of Decrease of 2017%F  the current year end balances
AR the year the year 12A318 REHR HEER
Units name Efi %% 5 RER EEHY HE HEER ERBE
Yangize Optical Fbreand Cable KA AKX E(EHE)BRAF
Company (Hong Kong) Limited 63,280 = = 63,280 = =
Everpro Technologies Company O (RE)RRARAR
Limited 225,000,000 = = 225,000,000 179,613,900 179,613,900
Shenzhen YOFC Connectivty MIRREERTERAR
Technologies Co, Ltd. 22,500,000 = = 22,500,000 = =
PT. Yangtze Optical Fibre Indonesia  PT. Yangtze Optical Fibre Indonesia 93,824,209 = = 93,824,209 = =
Yangtze Optical Fibreand Cable ~~ RAKB K ERHERAR)
Shenyang Co, Ltd. 40,000,000 = = 40,000,000 = =
Yangze Optical Fbreand Cable ~~ RAKEREBNARAR
Lanzhou Co, Ltd. 30,000,000 = = 30,000,000 = =
Yangtze Optical Fibre (Qianjiang) ~~ RAXBIBLERAR
Co, Ltd. 213,500,000 60,000,000 = 273,500,000 = =
Ally First Optical Fber and Cable MBI SK EBR AT
Co, Ltd 94,860,000 = = 94,860,000 = =
Wuhan YOFC Cable Co, Lid. RERMEREERRAA 36232540 = — %2540 = =
Hubei Flying Optical Fbre Material  #i3t RE X TR AR
Co, Ltd. 25,970,000 26,230,000 = 52,200,000 = =
Wuhan E3cloud Information EAEEERNARAT
Technologes Co, Ltd. 30,000,000 = = 30,000,000 = =
Yangtze Optics Africa Holdings Yangtze Optics Africa
Proprietary Limited Holdings Proprietary Limited 33,586,050 = = 33,586,050 = =
PT. Yangtze Optics Indonesia PT. Yangtze Optics Indonesia = 66,046,512 = 66,046,512 = =
Total At 845,536,079 152,276,512 = 997,812,591 179,613,900 179,613,900
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XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF
PARENT COMPANY (Conta)

Long-term equity investment (Cont d)

(2)  Investment in subsidiaries(Contd)

Notes to the Financial Statements

M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

Ti BRAMBEREERAE TR

(&)
3- RUOREREE)
2) HFLTRE(E)

Balance on Balance on
| January 31 December
2016 2016
20164 Increase of ~ Decrease of 20165
AR the year theyear 12 H31H
Units name B2 B AFEMm KFERD AR
Yangtze Optical Fibre and Cable KRN EHE(HE)
Company (Hong Kong) Limited BRAR 63,280 — — 63,280
Everpro Technologies Company B (HE) R
Limited BRAR 225,000,000 = — 225,000,000
Shenzhen YOFC Connectivity YRR E M
Technologies Co, Ltd. ARAR 22,500,000 — — 22,500,000
PT.Yangtze Optical Fibre Indonesia ~ PT.Yangtze Optical
Fibre Indonesia 43872360  49951,849 — 93824209
Yangtze Optical Fibre and Cable BRI H KB ES
Shenyang Co, Ltd. BRAR 15,180,000 24,820,000 — 40,000,000
Yangtze Optical Fibre and Cable R R4y & & M|
Lanzhou Co, Ltd. BRAR 30,000,000 = — 30,000,000
Yangtze Optical Fibre (Qianjiong)
Co, Ltd. EREGETIERAA 23500000 190,000,000 — 213500000
Ally First Optical Fiberand Cable T T EE7R 3. 4 )t 48
Co, Ltd BRAR 47,500,000 47,360,000 — 94,860,000
Wuhan YOFC Cable Co, Ltd. RERREREE
ARRA 36,232,540 — — 36232540
Hubei Flying Optical Fibre Material 1L TR ZE St i 1t
Co, Ltd. BRAR — 25970000 —  25970,000
Wauan E3cloud Information P25 E(E BRI
Technologies Co,, Ltd. BRAR — 30,000,000 — 30,000,000
Yangtze Optics Africa Holdings Yangtze Optics Africa
Proprietary Limited Holdings Proprietary
Limited — 33,586,050 — 33586050
Total =l 443,848,180 401,687,899 — 845536079

Please refer to note VIl for the relevant information of the Company's

subsidiaries.
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XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF

PARENT COMPANY (Contd)

3.

Long-term equity investment (Cont d)

3

Investment in associates and joint ventures:

Notes to the Financial Statements

BB mR M

(All'amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

Ti BRAMBEREREREE TR
(&)

3

REKRERE(E)

(3) HEBE SELFRE:

Increases or decreases changes of the year

AERESE
Investment
income Declaring
Balance on recognised  distribution of Balance on
| January underthe  cash dividends Unrealized 31 December Impairment
017 eqity method orprofits  downstream W0I7  prepared year-
WITE Additional B&iT EERH  transactions WIE  end balances
IBIB investment B2 RERA AER 1A3IA AEER
Invsted unis HREEN ] EN%E RehE il ERz8 BE ERGE
Joint ventures RELE
Shantou HiTech Zone Ao Xing Optiel I BRATREE K BERBARAA
Communication Equipment Co, Ltd 86,948,834 = 9797441 (5,055813) 3870581 95,561,044 =
Yangtze Optca Fbre and Cable Sichuan ~ BFAOEEAERIIBERAT
Company Ltd. 64,125,009 = 14,200,898 (4,590,000) (2,095,824) 71,640,083 =
Shenzhen SDGI Optical Fbre Co, Ltd. MIEEEEREERAR 100,603,902 63,648,000 11,085,839 (4372.881) (2244.498) 168,690,356 =
Yangize Zhogl Optica Fbreand Cable [ TERAB ISt EBRAT
(Jangsu) Co, Ltd 129,585,572 = 21461,6% (9.519294) (576486 140,951,488 =
Yangize Optical Fbre and Cable RREAE( LB ERAR
(Shanghai) Co, Ltd 207,905,842 = 29561970 (12851,123) (778149) 216835440 =
Wehan Guangyuan Becronic Technooy - REAREFHEERAA
Co, Ltd. 1,633,921 = 207,506 = = 1,841,427 =
Yangize (Wihan) Optical ystem RR(RE K ZGRABRAR
Corporation 36,720,207 = 643318 = (66423) 3797102 =
Tanjin YOFC XMK] Optica RERREREBEERAR
Communication Co, Ltd. 162,236,295 = 51,381,752 2891000 8335 273131 =
Tinjn YOFC XMK) Opticl Cable Co, Ltd.  RERAERHERRAA 4130000 - - - - 4130000 4130000
ShirFisu YOFC (Hube) Optcal Promn—~ RAR(EH (3 X ERRAR
Co, Ltd. 71384230 = 8144 = — 266108472 =
YORC-Yadanarbon Fbre Company Limited ~ YOFC-Yadanarbon Fibre
Company Limited 14363795 = (329,132) = = 4,034,663 =
Sub-total gt 1,045,637,607 63,648,000 186,705,531 (33498,117) (8030574) 1234462447 4130000
Associate BELx
Wuhan Yunjngfei Optical Fbre REERRAAMHERAR
Material Co, Ltd. 11,087,832 = 46,19 = = [1,534025 =
Subtote It 11087832 = 446,193 = — 15405 -
Totd ait 1,056,725.439 63,648,000 167,151,724 (33498,117) (8030574) 145996472 4130000
RAEKLAERROERAT / F3R2017
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(RIS - SBENAARYKT)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF 11 BATRBERTIEEASE
PARENT COMPANY (Contd) (&)
3. Long-term equity investment (Contd) 3- REBRERE(ZE
(3)  Investment in associates and joint ventures: (Contd) (3) HEBEE SELERE:
(%)
Increases or decreases changes of the year
KRR
Investment
ncome Dedanng
Balance on recognised ~ distribution of Unrealized Balance on Impairment
[ January underthe  cash dividends downstream 31 December  prepared year-
0l6 equity method or profts transactions 016 end balances
pux Ao ERAT  EREN
IAIAR nvestment A ReRH AER WieE HEER
esedus HARED BE RIRR  RMNE W RO 0ANRME  %hes
Joint ventures RELE
Shantou Hi-Tech Zone Ao Xing Optiel I SBRATRAEHBERBARAA
Communication Equipment Co, Ltd 84028667 = 8504768 (5055813) (528788) 86946834 =
Yangize Optical Fibe and Cable RAAEAENIERAR
Sichuan Company Ltd. 53385436 = 10207991 = 531,562 4,125,009 =
Shenzhen SDGI Optcal Fbre Co, ltd. ~ ARHIFEEERBAERDA 90617850 - 10636614 - 710562 100603902 -
Yangize Zhongl Optical Fbre and TERRMHASEEERAR
Cable (Jangsu) Co, Ltd. 119944112 = 20276661 (8490542) (2144659 129585572 =
Yangtze Optica Fibre and Cable RARERE(LE)ERAR
(Shanghai) Co, Ltd 190003511 = 19524645 (10406912) (12540) 207905842 =
Wehan Guangyuan Fectronic Technoogy - RERREFHEBRAA
Co, Ltd. 237153 = (B37611) = = 163392 =
Yangize (Wuhr) Optica Sstem Corporation (2 2GR (VBB A7 33831100 - 849546 62 8847 3670007 -
Tanjin YOFC XMK] Optica RERRENLBEERAT
Communication Co, Ltd. 130270689 = 31063971 = 901,635 162236295 =
Tanjn YOFC XMK) Opticl Cable Co, Ltd.  KERRERHERBAA 4130000 - - - - 4130000 4130000
ShivFtsu YOFC (Hube) Opic RRGH(5E) L EERAT
Preform Co, Ltd. = 407580 (6691630) = = B3N =
YOFC-Yadanarbon Fbre Company Limited  YOFC-Yadanarbon Fibre Company Limited 13859,105 = 504690 = = 4363795 =
Sub-totd gt TUA004 14075860 104219745 (23952655) (147347 1045637607 4130000
Associate Bty
Wohan Yunjngfe Optica Fore Meterdl ~~ HEZERKENHER A
Co, Ltd. 10747438 = 820394 (480000) = 11087832 =
Sub-total gt 10747438 = 820394 (480000) = 11087832 =
Totd ait 735189442 24075860 105,040,139 (4432655) (3147347 1056725439 4130000
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BB mR M

(All amounts expressed in RMB unless otherwise specified)

(RRBIEERS - eRENAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF 17 BATBMBHEREIEEHIRE
PARENT COMPANY (Cont'd) (#&)
3. Long-term equity investment (Cont d) 3- REBRERE(Z)
(3)  Investment in associates and joint ventures: (Contd) () HBE SELERE:
(%)

During the reporting period, the Company did not have the
transaction of selling long-term equity investments at prices

significantly higher than the book value.

HEMA - KARAIRELE
NABESNEEEENE
BEERPRERENK
% o

4. Operating revenue, operating cost 4. BEEWRA - EERK

Operating revenue, operating cost BRI A - B

2017 2016

WI7TEE W0I6FE

Revenue Cost Revenue Cost
Items 1HE 'ON B WA BEN
Principal activities TEFEB 10,776,894,924  8,630,779,059 8095827229  6,487,698291
Other operating activities Hih 5% 539,227,058 501,093,299 160,891,464 120417568
Total =) 11,316,121,982  9,131,872,358 8256,718,693  6,608,115,859
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M wR M

(Al amounts expressed in RMB unless otherwise specified)

(BRI SREMAARET)

XV. NOTES FOR MAIN ITEMS ON FINANCIAL STATEMENTS OF

Ti BRAMBEREERAE TR

PARENT COMPANY (Cont'd) (%)
4. Operating revenue, operating cost (Cont d) 4. BEWRA- EERRE)
The details of operating revenue: EXUABH -
2017 2016
2017 F 20165
Revenue from principal operating activities FEEBRA
— Revenue from optical fibres and preforms ~— — Jo& R S @ TR B IHE UA 5,436,649,770 4217002426
— Revenue from optical fibre cables —RBHEBMA 4,932,949,589 3,545,902,507
— Other sales revenue —HAHERA 407,295,565 332922296
Sub-total et 10,776,894,924 8,095,827,229
Revenue from other operating activities Hih EHBHA
— Revenue from material sales —MEHERA 507,426,585 133,584,442
— Revenue from rental houses —FEEHBEKA 3,193,081 1,308,360
— Revenue from rental equipments —REHERA 3,418,803 2,393,162
~ Revenue from technology usage and service ~ — BT A A1 AR 5 LA 24,754,755 23,106,223
~ Others —HEfty 433,834 499,277
Total CEL 11,316,121,982 8,256,718,693
5. Investment income 5 REWH
2017 2016
Items HE 2017 F 2016
Long-term equity investment income BREZE AR ARERE WE
accounted by the equity method 159,121,150 101,892,791
Investment income of available-for-sale AtHEeREERRABHN
financial assets during holding REW S 156,100 5/405,183
Investment income from disposal of REHREESHEENGH
available-for-sale financial assets REWE 334,482 2,897,278
Total G 159,611,732 110,195,252
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Commerce & Finance Law Offices (as to PRC law)
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No. 9 Guanggu Avenue,
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PRINCIPAL PLACE OF BUSINESS IN HONG KONG
Level 54, Hopewell Centre

183 Queen’s Road East
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Definitions and Glossary of Technical Terms

In this report, unless the context otherwise requires, the following terms shall have the

meanings set out below:

“Arrangement”

[&z B

“Board”
3

“Board of Supervisors”

[EFg]

“CASBE"
[hEMEEE R

“CG Code"
[EXRERTH
“China Huaxin"
[FREIEE(E ]

“Company”

[RA7]
“Director(s)"
[E%]
“Draka”

[Draka)

“Employee Stock Ownership Scheme”

[B THBGrE

“EverPro”

[ RS

RARES - BXERBMEI - THAR
BB NIISURE

According to the “Consultation Conclusions on Acceptance of Mainland Accounting and Auditing
Standards and Mainland Audit Firms for Mainland Incorporated Companies Listed in Hong Kong” ({75 4
BXEERE LTOAMEMAZARRARMN St REHERI KRR T EHHN
H#B4E)) published by the Hong Kong Stock Exchange in December 2010, PRC incorporated issuers
listed in Hong Kong are allowed to prepare their financial statements in accordance with the CASBE and
PRC audit firms approved by the Ministry of Finance of the PRC and the China Securities Regulatory
Commission are allowed to audit these financial statements in accordance with the China Standards on
Auditing

BREBRAR - —FF+ - AR EBRXERE TR KL A A RE A
S REHERUARERA S ERANBREE)  RPBEEMRLLNER L
TABERETECRS T ENRRANBEE  METFEPHBLTEEFEEEERZES
BRI P B S TR B FTEER BT B @ st Eat BRI F LA SN R

the board of directors of the Company

ARREEE

the board of supervisors of the Company

ARRIEEE

the China Accounting Standards for Business Enterprises
REMRERER

the Corporate Governance Code as set out in Corporate Governance Code and Corporate
Governance Report contained in Appendix 14 to the Hong Kong Listing Rules

B LTRAMETOACRE AT REEE ARSI H 2 LFEATE

China Huaxin Post and Telecom Technologies Co., Ltd, an entity incorporated in the PRC, one of the
substantial shareholders of the Company

PREEHEMRERLRF]  RPBREMKLINEE - SARBEBRRZ—

Yangtze Optical Fibre and Cable Joint Stock Limited Company*, a joint stock limited company
incorporated in the PRC with limited liability, the H shares of which are listed on the Main Board of the
Hong Kong Stock Exchange

RRABCERNARAR RPBEEMRIORNERAR - AHRREBBRAER LT

director(s) of the Company
RRRES

Draka Comteq B.V., a company incorporated in the Netherlands, one of the substantial shareholders of
the Company
Draka Comteq BV. * A EMAK AR - ARABEERR 2 —

the 2015 Core Employee Stock Ownership Scheme of the Company approved on |9 October 2015
R-ZE-AFtATAREIEN—Z—-AFHR0 B THKRGE

EverPro Technologies Company Limited, a company established in the PRC and one of the subsidiaries
of the Company

B (BE)MEARAR  —HRPEKILZAF » RARRMEBARZ—

Yangtze Optical Fibre and Cable Joint Stock Limited Company / Annual Report 2017




“fem”

[Jedi2IF ]

"Global Offering”

[2HEE]

"“Group", “the Group", “YOFC Group",

e o Y

[ RERE k[ RAREE 5[ 7]

“Hong Kong"
[&& ]

“Hong Kong Listing Rules”
(& EmRA

“Hong Kong Stock Exchange”
[ & BB |

“IFRS”
[ BIFRE iR S 2 R

“Listing Date”
[EHE]

“Model Code”

“PCVD”
[PCVD ]

“PRC”

[

Definitions and Glossary of Technical Terms
BERRMAR

fibre kilometers, which represent kilometers of optical fibres. For optical fibre preforms, means the
kilometers of optical fibres that can be drawn from optical fibre preforms. For optical fibre cables, means
the kilometers of optical fibres contained in optical fibre cables

KEREEMTAR - gtAREENE - HAHRAET AL BN REEM - BN
5 EAERE BRI EQ

fibre-to-the-home

TP

the issue of H shares of the Company by way of Hong Kong public offering and international offering in
2014
ARARR_Z—NFEUEREAREERERBE T AETHR

the Company and its subsidiaries (i.e. the entities listed as subsidiaries Company in Note |7 to the
audited consolidated financial statements in this annual report)

AR REMBAR (IR FREEZAHUBRERME 175 RAARMBEAR 2 ER)

the Hong Kong Special Administrative Region of the PRC
REEER TR

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
ERMARIMBRARES LTRA

The Stock Exchange of Hong Kong Limited
BREBARIGMERAR

the International Financial Reporting Standards

BURR B B iR S 2R

10 December 2014
—F-EF+T=ATH

the Model Code for Securities Transactions by Directors of Listed Issuers as set out in Appendix 10 to
the Hong Kong Listing Rules

BRLMRAMETIE 2 EMBEITAERRETERR S ZRETE

outside vapor deposition
SMEMEERAETE

plasma activated chemical vapor deposition
LR R(CBRATE

the People’s Republic of China, and for the purpose of this annual report, excluding Hong Kong, the
Macau Special Administrative Region of the PRC and Taiwan
hEARANME - BRAFHENE - TREEE R

Ny
AE
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Definitions and Glossary of Technical Terms

“Private Placement”

ENGIH-N

“Prospectus”

[ AR ER ]

“Prysmian Group"
rans5E]

“RMB"

(AR

“SFO” or “Securities and
Futures Ordinance”

[ &5 LA 5G]

“Supervisor(s)"

(&%)

“VAD"
[VAD ]

“Yangtze Communications”

[RIBE]
“YOFC"

E=5i
“YOFC Hong Kong"

[RREE]
“YOFC Philippines”

[ERGFEE]
“YOFC Shanghai”

[RRLEE]

1Ol

[RAREESRE ]

the private placement of 30,783,000 new domestic shares of the Company and 11,869,000 new H
shares of the Company for the purpose of implementing the Employee Stock Ownership Scheme and
the placing of H shares of the Company to independent institutional investors
JFRFIRCE 30,763,000 AL AR 2} BIHT AV E B 11,869,000 AN B HAR - A#ITT 8 TH5 A&
REBIMBREERE HR

the prospectus of the Company dated 26 November 2014 in connection with the Global Offering
ARRIBMA-T—NFt—A- T BZHERER  ATHEREREE

Prysmian S.p.A. and its close associates
Prysmian Sp.A. R E ZEE R A

Renminbi, the lawful currency of the PRC
ARE  hEZEEH

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as amended or
supplemented from time to time

BREDIF ST ERFRPE G - BIREITSER

supervisor(s) of the Company

NG

vapor axial deposition

SRR

Wuhan Yangtze Communications Industry Group Co., Ltd, a company incorporated in PRC, one of the
substantial shareholders of the Company

RERTBEEXERRNERAR  —HRPBEEMKINRE - RARRTERRZ —
Yangtze Optical Fibre and Cable Company Ltd, a company incorporated in the PRC as a sino-foreign
equity joint venture, the predecessor of the Company

RRABBEBERLR - RPREMAINTIICESERE  BARRNAS

Yangtze Optical Fibre and Cable Company (Hong Kong) Limited, a company established in Hongkong
and one of the subsidiaries of the Company

RRAEOCE(BR)BERAR  —HARBBKULLZAR]  RARBIMEARZ—

YOFC International (Philippines) Corporation, a company established in Philippines and one of the
subsidiaries of the Company

ERERCGEEE)ARAR  —ARFRERULZ AR AAREMBARZ—

Yangtze Optical Fibre and Cable (Shanghai) Co,. Ltd, a company established in the PRC and one of the
joint venture of the Company. It is owned as to 75% by the Company and 25% by Draka
RAFCLEE(LB)ARLAF —HARTPERINRR RARAIGERFZ— - AARAK
Draka 73 B8 75% K. 25%

PT. Yangtze Optics Indonesia, a company established in Indonesia and one of the subsidiaries of the

Company
RREEABEBRAR, —FREDEKLZ AR, REARRINERRZ—

This annual report is prepared in Chinese and English. In case of any discrepancies in interpretation, the Chinese version shall prevail.

REFEDRIAR ~ ERE - BHP » FOCRER FRERER - LR XXAKGE -
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