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Financial Highlights
ERE

For the six months

ended 30 June
Statement of Comprehensive Income 42 & UzE X BEASA=tTHLKREAR
RMB million
AR¥BET
2014 2013 Changes
—E-mF —E—=% BE)
1
Revenue g 685.6 1,110.8 -38.3%
Gross profit EF 63.6 61.2 3.9%
Operating profit 5 35.9 34.7 3.4%
Profit before income tax B P45 T A% 33.1 25.0 32.5%
Net profit for the period HARE & A 25.1 19.3 30.2%
Net profit excluding investment income — FAFR% & YA F2 L T 7 2 A9 48 F)
and listing expenses 25.1 23.5 6.9%
Profit attributable to shareholders of AN AR R FE AR 5 A
the Company 213 156.5 37.9%
Profit attributable to shareholders of HBRFEBWRA R ETHREZH
the Company, excluding investment PN &Y S il
income and listing expenses 21.3 19.6 8.3%
Earnings per share (RMB) BRAEMN (ARK) 0.05 0.05 =
As at
Balance Sheet BEEBER i
RMB million
AR¥BET
30 June 31 December
2014 2013 Changes
—E-lmF —T—=F
ANA=+H +=ZA=+—8 BE)
1
Non-current assets ERBEE 1725 178.4 -3.3%
Current assets mEBE 381.6 545.0 -30.0%
Current liabilities RBEE (202.8) (368.2) -44.9%
Net current assets BB EFE 178.8 176.9 1.1%
Non-current liabilities FERBEE (12.7) (38.1) -66.6%
Net assets FEE 338.5 317.1 6.7%
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Gross Profit Margin of the Group
SEEERNE

2010 2011 2012 2013 2014
June <A

Net Profit Margin of the Group
SEEF R

2010 2011 2012 2013 2014
June ;<A

Gross Profit Margin by Business Segment

EMREXB D
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Financial Highlights (Continued)
BRE (&)

Revenue by Business Segment
ES Sl g Tl d

For the six months ended 30 June 2014
BE-_T-—mEAA=+HBILAEAR

Gross Profit by Business Segment
EXBoEERLL

For the six months ended 30 June 2014
BE-_ZT-MEXA=+AHIEANEA

Operating Profit by Business Segment
XKy BLEBZRELE

For the six months ended 30 June 2014
BE-_Z—mMEXA=+TBILAEA

@ Trading of textile-related @ Dyeing and processing
products FERMT
MBEEERES

@ Polyester filament yarn
production
i RGEE
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Corporate Information
NAEIER
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Compliance Adviser

Haitong International Capital Limited

Legal Adviser as to Hong Kong Laws
Loong & Yeung Solicitors

Legal Adviser as to PRC Laws
Tianyuan Law Firm

Registered Office

Clifton House, 75 Fort Street, PO Box 1350,
Grand Cayman, KY1-1108, Cayman Islands

Headquarter and Principal Place of Business in Hong Kong

Office 1616, 16th Floor, Tower Two Lippo Centre,
No. 89 Queensway, Hong Kong

Company’s Website
Website: www.chinaysgroup.com
Stock Code

3608

Principal Share Registrar and Transfer Office in the

Cayman Islands

Appleby Trust (Cayman) Ltd.
Clifton House, 75 Fort Street, PO Box 1350
Grand Cayman, KY1-1108, Cayman Islands

Hong Kong Branch Share Registrar and Transfer
Office

Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

Principal Bankers
Bank of China

The Agricultural Bank of China
China CITIC Bank

Corporate Information (Continued)
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Group Structure
SERIEE

Asat 30 June 2014 R-—ZE—MWFENA=+H

Ever Thrive Global Limited
EERIRIRBRAE]

(Incorporated in BVI)
(R RS AR ST)

51.62%

Shun Sheng Global Limited
JE B IRBRE PR A F]
(Incorporated in BVI)

( B SRAKL)

23.38%

Public Shareholders

DEBR

25%

Yongsheng Advanced
Materials Company Limited
KEF MR BARAT
(Incorporated in the Cayman Islands)
(RSB BEMAK)

Stock Code &AM : 3608

Yongsheng Advanced
Materials (BVI) Limited
KERFTHEH(BVI) BRRAH]

(Incorporated in BVI)
(REBE B S HMARL)

100%

Yongsheng (HK)
International
Co. Limited
KER(EE)EBRERAT
(Incorporated in HK)
(REBEZEMAL)

Nantong Yongsheng
Management Shareholders

MEKBREEERR

100%

Yongsheng Advanced
Materials (HK) Limited
KEFMEH(FR)ERAF
(Incorporated in HK)

(R EBTEMAL)

Hangzhou Huvis Yongsheng
Dyeing and Finishing
Co. Limited*
MNER L KBRREGRAT
(Established in PRC)
(PRI )

HUVIS Corporation
KRR EHHUVIS

(Established in Korea)

(PRFEERK,

Nantong Yongsheng
Fiber Advanced Materials
Co. Limited*

FABEKBREETHAERATF

(Established in PRC)
(R )

* For identification purposes only

CEHEF
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100%

Hangzhou Xiaoshan
Yongsheng Foreign Trading
Co. Limited*

ML KBREINE ZBRAT

(Establis! in PRC)
(R BIRAL)

Hangzhou Huvis Yongsheng
Chemical Fiber Limited*

FUNEA L KRICEERATF

(Established in PRC)
(R BEIKAL)




Interim Financial Information
FRERET S E R

UNAUDITED CONSOLIDATED BALANCE AREZEHEEEEBEX
SHEET
As at 30 June 2014 R-E—mENHA="1H
(audited)
(')
As at As at
30 June 31 December
2014 2013

R=B-mE  RoFo=%
ANA=TAH +=—R=+—H

Note RMB’000 RMB’000
ihg=3 AR®BT R ARETF T
ASSETS EE
Non-current assets kRBEE
Land use rights 3 {5 FR A 31,647 31,781
Property, plant and equipment W BE L EE 127,281 131,063
Intangible assets | EE 6,281 7,006
Deferred income tax assets BIEFEMEE 7,252 8,573
172,461 178,423
Current assets REEE
Inventories FE 6 93,925 113,162
Trade and bills receivables B ZEkIE & e E ik 7 110,698 126,105
Prepayments, deposits and FEANRIE ek
other receivables H i JE R IR 8 44,690 20,058
Amount due from related party JRE Wy B 8 75 5K IA 19 323 =
Financial assets at fair value BAFEFABREZ
through profit or loss EREE 697 757
Restricted cash ZRHEE 47,567 118,387
Cash and cash equivalents ReRBEFED 83,696 166,559
381,596 545,028
Total assets EEHAE 554,057 723,451

MBI ERAT « 201408k E [



Interim Financial Information (Continued)

TFEIE AR (&

UNAUDITED CONSOLIDATED BALANCE

AEERAHEEREBR (A)

SHEET (Continued)
As at 30 June 2014 RZF—WFNA=1+H
(audited)
(feE=Z)
As at As at
30 June 31 December
2014 2013
R=-ZT—MNF R=ZE—=%F
AA=+H +=-—A=+—8H
Note RMB’000 RMB’000
[ihg=3 AREFT ARBFT
EQUITY e
Share capital [ 3,165 3,165
Share premium B&1n & B 235,512 235,512
Other reserves HAth # & (33,976) (33,680)
Retained earnings REE &N 108,824 87,510
Equity attributable to shareholders of RNTRRFE(RRE =
the Company 313,525 292,507
Non-controlling interests FEEAE 24,984 24,634
Total equity EEEE 338,509 317,141
LIABILITIES =L
Non-current liabilities kRBEE
Borrowings BR 11 - 25,000
Other non-current liabilities Hi3emeEhasE 12,729 13,132
12,729 38,132
Current liabilities rEBEE
Trade and bills payables B RN FIA K ENRE 9 94,657 116,829
Advances from customers BEEBR 18,081 8,084
Accruals and other current liabilities FEETRIB R At & & 10 18,082 27,278
Current portion of other non-current liabilites ~ E 1t JER & & & 2 BNEAEF 1D 807 807
Amounts due to related parties &~ 828 75 IR 19 5,559 7,513
Current income tax liabilities BIEAFTS R B & 7,558 11,096
Borrowings & 11 58,075 196,571
202,819 368,178
Total liabilities EEEH 215,548 406,310
Total equity and liabilities EERhAEAE 554,057 723,451
Net current assets REBEEFE 178,777 176,850
Total assets less current liabilities EEAERRBER 351,238 355,273

38
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Interim Financial Information (Continued)

RERI IS E R} ()
UNAUDITED CONSOLIDATED STATEMENT AEEREHEERER
OF COMPREHENSIVE INCOME
For the six months ended 30 June 2014 B2 —F—FENA=+HINEA
(audited)
(&%)
2014 2013
—E-F —E—=fF
Note RMB’000 RMB’000
ihg=3 AR®BT R ARBFT
Revenue & 4 685,615 1,110,842
Cost of sales FHE KA 13 (621,992) (1,049,615)
Gross profit EF 63,623 61,227
Other (losses)/gains, net Hib (£5148) WS FHE 12 (25) 1,807
Selling expenses HERX (7,956) (9,706)
Administrative expenses THAX (19,736) (18,598)
Operating profit mERF 35,906 34,730
Finance income & WA 14 2,471 5,205
Finance costs B & BN 14 (5,248) (14,938)
Finance costs, net RbE R AR5 14 (2,777) (9,733)
Profit before income tax R FT 88 A& F 13 33,129 24,997
Income tax expense R X 15 (7,990) (5,696)
Profit for the period HA R F 25,139 19,301
Other comprehensive income: Hith2HEKA:
ltems that may be reclassified to profit or loss AIgEEH D EEE2E 2 H A
— Currency translation differences — BB E =R (171) (321)
Other comprehensive income HEHEMEERE
for the period, net of tax (MERBIE) (171) (321)
Total comprehensive income HE2EWEEE
for the period 24,968 18,980

KEFHEBRAT ¢ 2014k BHE 9



Interim Financial Information (Continued)
FHAIISE R (B)

UNAUDITED CONSOLIDATED STATEMENT RBEZEHEESNER (F)

OF COMPREHENSIVE INCOME (Continued)

For the six months ended 30 June 2014 B2 —F—gFENA=+HIENEA
(audited)
(EEZ)
2014 2013
—E-F —ET—=F
Note RMB’000 RMB’000
hg=3 AR®T R ARETF T
Profit attributable to: BT AR A -
Shareholders of the Company ZAYNS S 21,314 15,461
Non-controlling interests IEVERE R 3,825 3,840
25,139 19,301
Total comprehensive income UTEEZEK A
attributable to:
Shareholders of the Company ViN/NET) 3 21,143 15,140
Non-controlling interests FEPE AR R 3,825 3,840
24,968 18,980
(restated)
(&&E3))
2014 2013
—E-mF —F—=
RMB RMB
AR AR

Earnings per share for profit attributable 7~ 5 iR RE4SE A 2

to the shareholders of the Company BREF

— Basic —HR 17(a) 0.05 0.05
_ Diluted — 17(0) 0.05 0.05
(audited)
(&%)
2014 2013

—E-QmEF —F—=
RMB’000 RMB’000
AR¥F T ARBFT

Dividends (paid and proposed) BE (B REIR) 18 -

1 O Yongsheng Advanced Materials Company Limited e Interim Report 2014



UNAUDITED CONSOLIDATED STATEMENT
OF CHANGES IN EQUITY
For the six months ended 30 June 2014

Interim Financial Information (Continued)
RERRTISE R} (A&

AEERAHERED R

BE —FT—MFNH=1Hi A

Attributable to shareholders of the Company

ERARRENL
Share capital
and Share Other Retained

Note premium Reserves earnings Total
RAR

izt RAEE HitfkeE REEF @t

RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETRT ARBTR ARETR

Non-
controlling
interests

FER RS
RMB'000
ARBTTL

Total
equity

BEAE
RMB'000
ARBTTT

Balance at 31 December 2013 RZE—=%F

+ZRA=T—BH&H 238,677 (33,680) 87,510 292,507 24,634 317,141
Comprehensive income 2EBA
Profit for the period SRR - - 21,314 21,314 3,825 25,139
Other comprehensive income Hip2ERA
Currency translation differences EHMEER - {17) - {171) - (171)
Total comprehensive income FEMALE - [71) 21,314 21,143 3,825 24,968
Transactions with equity holders HERFEANRS
Acquisition of non-controling interests I & A E %5 - (125) - (125) (475) (600)
Dividends paid to non-controlling EREERERORE

interests - - - - (3,000) (3,000)

Total transactions with equity holders ~ EEZHHEANR FEE - (125) - (125) (3,475) (3,600)
Balance at 30 June 2014 RZZ—LF

NAZTEmMES 238,677 (33,976) 108,824 313,525 24,984 338,509
Audited: gEG:
Balance at 31 December 2012 R-FT——F

+-A=+—BMEH 160,413 (34,815) 49,601 175,199 16,133 191,332
Comprehensive income 2EBA
Profit for the period ERDAN - - 15,461 15,461 3,840 19,301
Other comprehensive income Hip2EEA
Currency translation differences EMHEEE - (321) - (321) - (321)
Total comprehensive income ELONE - (321) 15,461 15,140 3,840 18,980
Transactions with equity holders HEGREANRS
Issuance of new shares BIMRG 5 - - 5 = 5
Total transactions with equity holders S ZFHANR 1A% 5 - - 5 = 5
Balance at 30 June 2013 RZIZ—=%F

NAZTEMES 160,418 (35,136) 65,062 190,344 19,973 210,317

KB ERAT « 2014085 E | 1



Interim Financial Information (Continued)
RERR TR &R} (4

UNAUDITED CONDENSED CONSOLIDATED AEBEREHESHEESRER
CASH FLOW STATEMENT

For the six months ended 30 June 2014 B2 —F—pgFENH=+HIFNEA
(audited)
(&%)
2014 2013
30 June 30 June
—E-ImF —T—=F
ANA=+H NA=+H
Note RMB’000 RMB’000
5T AR®T T AREFT
Net cash generated from/(used in) KEEEE, (FTH)
operating activities e FEE 19,372 (94,096)
Net cash generated from investing activites & & /EE B & F4E 69,794 236,715
Net cash used in financing activities REEBFTAREFE (172,344) (206,046)
Net decrease in cash and cash equivalents R4 MRS SEVR D F5 (83,178) (63,427)
Cash and cash equivalents at beginning BB RRESEED
of the period 166,559 75,700
Effect of foreign exchange rate changes 0 & RIS FEMIMNEEER
on cash and cash equivalents gEge 315 (287)
Cash and cash equivalents HARBASRRESEED
at end of the period 83,696 11,986

1 2 Yongsheng Advanced Materials Company Limited e Interim Report 2014



Interim Financial Information (Continued)
FERI TS E R (B

NOTES TO THE UNAUDITED CONDENSED ARBEZERESHP B EER M
CONSOLIDATED INTERIM FINANCIAL
INFORMATION

(Expressed in Renminbi unless otherwise indicated)

(RS EHBIN UARBEE)

General information

Yongsheng Advanced Materials Company Limited (the
“Company”) was incorporated in the Cayman Islands on 19 April
2012 as an exempted company with limited liability under the
Companies Law (2010 Revision) of the Cayman Islands. The
address of the Company’s registered office is Clifton House, 75
Fort Street, PO Box 1350, Grand Cayman KY1-1108, Cayman
Islands.

The Company and its subsidiaries (the “Group”) are principally
engaged in the developing and manufacturing of polyester
filament yarns, the provision of dyeing services of differentiated
polyester filament fabric and trading of textile raw materials and
products in the People’s Republic of China (the “PRC”) (the “Listing
Businesses”). The directors consider the ultimate holding company
of the Company is Ever Thrive Global Limited (“Ever Thrive”), a
company incorporated in the BVI and controlled by Mr. Li Cheng
(the “Controlling Shareholder”).

The Company’s shares have been listed on the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) since 27 November
2013.

These condensed consolidated interim financial information is
presented in Renminbi (‘RMB”), unless otherwise stated.

These condensed consolidated interim financial information has
been approved for issue by the Company’s Board of Directors on
27 August 2014.

The Group’s condensed consolidated interim financial information
is unaudited, but has been reviewed by the Company’s Audit
Committee.

—REHR

KEFMHBERDR ([RAFRRIE—=
FHA+NBEREBERERERARE(ZE—
TFEEIRN)EREHEIMR I AER R
BRA A o AN A 7]z 7 ¥% F 5 b ik & Clifton
House, 75 Fort Street, PO Box 1350, Grand
Cayman KY1-1108, Cayman Islands °

ARBREMBAR ([AEE]) T BEFE
ARKMBE(THEDEEMERBERKGR
#o REERCRGE R R IRF R4 R
HERERES(TEHEHK]) EFRR/AR
RAZREERARRERRMER AR ([1E
B (—RAEXBRLESEMALLHF
AL (TERRR])ZEHZRAF]) -

ARARBE-FT-ZF+— A THAER
EABARHHERAF ([BRF]) LT

BE BRI WEERAA T RAMBEERT
NARE (TARK ) 275 -

WEERAHT RV EENCAARRESES
RZE—MENAZTEHETIE-

REBZEREHTRPBERTDREEZ
HEHARRZERZEGEEN-
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Interim Financial Information (Continued)

RERBI IS B RS (4F)
2. Basis of preparation

The unaudited condensed consolidated interim financial
information for the six months ended 30 June 2014 has been
prepared in accordance with International Accounting Standard
(“IAS”) 34, “Interim financial reporting”, issued by the International
Accounting Standards Board (‘IASB”).

The preparation of the unaudited condensed consolidated
interim financial information in conformity with IAS 34 requires
management to make judgements, estimates and assumptions
that affect the application of policies and reported amounts of
assets and liabilities, income and expenses on a year-to-date
basis. Actual results may differ from these estimates.

The unaudited condensed consolidated interim financial
information includes the financial information of the Company and
its subsidiaries, Yongsheng Advanced Materials (BVI) Limited,
Yongsheng Advanced Materials (HK) Limited, Hangzhou Xiaoshan
Yongsheng Foreign Trading Company Limited (“Hangzhou
Yongsheng Trading”), Nantong Yongsheng Fiber Advanced
Materials Company Limited (“Nantong Yongsheng”), Hangzhou
Huvis Yongsheng Chemical Fiber Company Limited (“Yongsheng
Chemical Fiber”), Hangzhou Huvis Yongsheng Dyeing and Finishing
Company Limited (“Yongsheng Dyeing”) and Yongsheng (HK)
International Co., Limited (“Yongsheng Trading (HK)”). Except as
disclosed in note 21, the direct/indirect percentage holding remain
the same with the Group’s financial statements for the year ended
31 December 2013.

The unaudited condensed consolidated interim financial
information should be read in conjunction with the Group’s annual
financial statements for the year ended 31 December 2013. The
Group’s policies on financial risk management were set out in
the financial statements included in the Company’s 2013 Annual
Report and there have been no significant changes in the financial
risk management policies for the six months ended 30 June 2014.

mREE

BE-Z-NFERA=THIERERZRERE
ZEAA PRV BERDREER S ER
Z8e ((BERgtENZES]) AEMNE
PR& st R (TEFR &5 ERI)) F345% [+ B
MEmE | R

BRETEER S EREIAR 2 RERZEH
AHTHMMBEENZREREFEHEZERRK
ERNARFREESEERARE BARMZH
RRESEOHE A RRR-BEREREE
By ERTR -

AREZEAAHPUVBERBEARARF R
HWE R RKEFME (BV) BRQA K
MR (BE) BRAR - FUNEILKEEINE
ZERRA ([MNKEES])  BEKEE
MM HARDE ([BEKE]) MMES
ExBIEBAR DA ([KEEH])  MME
MAKBRBARAR (RERE]) RKE
(BAR)BEBRARRR ([KEES (FE)])Z
BER - BEDMREEN BE
FREOSHEAEEHE_T—=F+_H
=t HALEFEZMBHRRAER-

AREEZEAGHT R BENBESLE
BHE T =FT_A=T—HILFENHF
BRI TS #RR — OB - AE B B 5 B 32
BERBHINNARR ZE-=ZFFRBARNH
BHEAR MBEE-T—NFA=F+AHIEX
AR VHERERRRILEERNNE -
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Basis of preparation (Continued)

The Group’s unaudited consolidated interim financial information
contains condensed consolidated financial statements and
selected explanatory notes. The notes include an explanation of
events and transactions that are significant to an understanding
of the changes in financial position and performance of the Group
since the annual financial statements for the year ended 31
December 2013. The unaudited condensed consolidated interim
financial information and notes thereon do not include all of the
information required for a full set of financial statements prepared
in accordance with International Financial Reporting Standards
(“IFRSS”).

Significant accounting policies

Except as described below, the accounting policies applied
in the preparation of this unaudited condensed consolidated
interim financial information are consistent with those used in the
preparation of the annual financial statements for the year ended
31 December 2018.

The following new and amended standards are mandatory for the
first time for the financial year beginning 1 January 2014 and are
applicable for the Group:

° IAS 32 (Amendment) Financial instruments: Presentation —
Offsetting financial assets and financial liabilities

° IFRS 10, IFRS 12 and IAS 27 (Amendment) — Investment
entities

° IAS 36 (Amendment) Impairment of assets — Recoverable
amount disclosures for non-financial assets

° IAS 39 (Amendment) Financial instruments: Recognition and
measurement

. IFRIC 21 Levies

The group has not applied any new standard or interpretation that
is not yet effective for the current accounting period.

The adoption of the above new and amended standards did not
have any significant impact on the Group’s unaudited condensed
consolidated interim financial information.

Interim Financial Information (Continued)

FHIM AR ()

mREXE (A)

AREE 2 REBZA T HIMBEER BEGH
AU ISR LGB ENRBN T - HEHE
HIERASEEE T —=F+=-A=+—H
I FEHEHRERARNH BN RREESH
BEXREENERRXZINEE REEXEHA
BHPHMBEENREMEY TEEREEEK
FHEHmELER (ERMBHREEA ) mEE
EMBRREROMEER -

FTEEFEE

B IR - R BA K X RA A b o 25
MEARERZ BN RERBE-F—=
+Z A=+ AL FENFEMBRRAEA
ZEHBE T

THFET RS TR RN B —
—BRMBEEERREMITEERANE
:

M om

e HRSFENFE2R(BIAIX)ERMT
H: 27 -HAHeRmEENERAR

o BIRMBHEERF105 - B W
HERF125% K BB & 51 2RI E275

(BRTAR) —REER

o  HEREFERFEINR (BIX)EER
E-FemEEARDSBNE

o HEEREFEREN (BIIA)EMT
B RN E

. BB REREZEGE215

S

&

7452 3 4 E T30 2K 2SRRI R A 2
FATRAIRRE

RN L 3T R EERT R ZE R AN R

MAREEZEAG P MMBERERERNE

2. 40
N2
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Interim Financial Information (Continued)
FHARIIEE R (&)

Significant accounting policies (Continued)

Amendments to IAS 32, Offsetting financial assets and
financial liabilities

The amendments to IAS 32 clarify the offsetting criteria in IAS 32.
The amendments do not have an impact on the group’s interim
financial report as they are consistent with the policies already
adopted by the group.

Amendments to IFRS 10, IFRS 12 and IAS 27, Investment
entities

The amendments provide consolidation relief to those parents
which qualify to be an investment entity as defined in the amended
HKFRS 10. Investment entities are required to measure their
subsidiaries at fair value through profit or loss. These amendments
do not have an impact on the group’s interim financial report as the
Company does not qualify to be an investment entity.

Amendments to HKAS 36, Recoverable amount
disclosures for non-financial assets

The amendments to HKAS 36 modify the disclosure requirements
for impaired non-financial assets. Among them, the amendments
expand the disclosures required for an impaired asset or CGU
whose recoverable amount is based on fair value less costs of
disposal. These amendments do not have an impact on the
group’s interim financial report as they are consistent with the
policies already adopted by the group.

Amendments to IAS 39, Novation of derivatives and
continuation of hedge accounting

The amendments to IAS 39 provide relief from discontinuing hedge
accounting when novation of a derivative designated as a hedging
instrument meets certain criteria. The amendments do not have an
impact on the group’s interim financial report as the group has not
novated any of its derivatives.

3.
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Significant accounting policies (Continued)
IFRIC 21, Levies

The Interpretation provides guidance on when a liability to pay
a levy imposed by a government should be recognised. The
amendments do not have an impact on the group’s interim
financial report as the guidance is consistent with the group’s
existing accounting policies.

In addition, the IASB also published a number of new standards,
amendments to standards and interpretations which are effective
for the financial year beginning after 1 January 2014 and have not
been early adopted by the Group. Management is assessing the
impact of such new standards, amendments to standards and
interpretations and will adopt the relevant standards, amendments
to standards and interpretations in the subsequent periods as
required.

Revenue and segment information
(i)  Revenue

Revenue comprises the fair value of the consideration
received or receivable for the sales of goods and services
in the ordinary course of the Group’s activities. Sales
are shown, net of value-added tax, returns, rebates and
discounts and after eliminating sales within the Group.

The Group recognises revenue when the amount of revenue
can be reliably measured; when it is probable that future
economic benefits will flow to the entity; and when specific
criteria have been met for each of the Group’s activities, as
described below. The Group bases its estimates of return on
historical results, the type of transaction and the specifics of
each arrangement.

Sales of goods and materials are recognised on the transfer
of the significant risks and rewards of ownership, which
generally coincides with the time when the Group has
delivered goods to the customers and collectability of the
related receivables is reasonably assured.

Interim Financial Information (Continued)

3.

FHIM AR ()
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Interim Financial Information (Continued)

RERBI IS E RS (4F)
4. Revenue and segment information

(Continued)

(i) Segment reporting

The chief operating decision-makers have been identified
as the executive directors. The decision-maker reviews the
Group’s internal reporting in order to assess performance
and allocate resources. Directors have determined the
operating segment based on these reports.

Directors consider the business from a business perspective,
and assesses the performance of the business segment
based on profit before income tax without allocation of
finance income/(costs).

The amount provided to directors with respect to total
assets is measured in a manner consistent with that of
the consolidated financial statements. These assets are
allocated based on the operations of segment.

The Group’s operations are mainly organised under the
following business segments:

— Trading: Trading of textile raw materials and
products;

— Production: Production of polyester filament yarns;

— Processing: The dyeing processing of differentiated

polyester filament yarn.

Segment assets consist primarily of land use rights, property,
plant and equipment, intangible assets, inventories, trade
and bills receivables, prepayments, deposits and other
receivables, other financial asset, amounts due from
related parties, restricted cash, cash and cash equivalents.
Unallocated assets mainly comprise corporate cash and
amounts due from related parties.

4,

WERDEHER (&)

(ii)
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Revenue and segment information
(Continued)

Segment liabilities mainly comprise operating liabilities, amounts
due to related parties and borrowings. Unallocated liabilities mainly
comprise accruals and amounts due to related parties.

Interim Financial Information (Continued)
HERI TS E KL (B)

4. WERIBER (&)

DHAREIEERRLEAR BNMETHE
MER - APEREBEI2BERERIEREN
BT A

(a) Revenue (a) W
Six months ended

HETHRAMYPIEAEA
30 June 30 June
2014 2013
—E-MmF —E—=F
~AE=t+H ~NA=+H
RMB’000 RMB’000
AR¥T R ARETF T
Trading g5 465,602 890,940
Production HE 152,271 160,034
Processing T 67,742 59,868
685,615 1,110,842
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Interim Financial Information (Continued)
FHARI S E R (B

W@ Ko R E R (&)

4. Revenue and segment information 4.
(Continued)

(b) #EEH

(b) Segment information

The segment information provided to directors for the HE_T-—NEA=+AHILNEA"
reportable segments for the six months ended 30 June MEFRBREAMREI 2o HEHR
2014 is as follows: S

For the six months ended 30 June 2014
HE-E-NEXA=THLEAEAR

Business segment Trading Production  Processing Total
B3/ g5 £E mI @t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR®TR AR¥TR AR¥Tn
Revenue B
Sales of products EmEE 615,850 142,560 67,742 826,152
Sales of raw materials RHMEEE - 9,711 = 9,711
Inter-segment sales SHEEE (150,248) - - (150,248)
Revenue from external customers REIARP 2 Wiz 465,602 152,271 67,742 685,615
Results ES
Segment gross profit AEEH 11,763 28,678 23,183 63,624
Segment operating profit DEPEE AR R 2,863 21,178 18,187 42,228
Unallocated expense APEHAY (6,322)
Total operating profit mERTBE 35,906
Finance income gﬂéﬁﬂﬁl}\ 2,471
Finance costs BEKAE (5,248)
Profit before income tax BRFTE T A A 33,129
As at 30 June 2014
RZB-MFEXA=TH
Business segment Trading Production  Processing Total
(%58 g5 £E mI @it
RMB’000 RMB’000 RMB’000 RMB’000
ARBTR AR®TR AR%TR AR%¥Tn

Segment assets SBEE 216,628 184,445 236,755 637,828
Unallocated assets SEREE 61,494
Inter-segment elimination PR (145,265)
Total assets BELE 554,057
Segment liabilities SHEE 176,781 119,923 63,109 359,813
Unallocated liabilties AOEREE 1,000
Inter-segment elimination oS 8 (145,265)
Total liabiliies BEES 215,548

20 Yongsheng Advanced Materials Company Limited e Interim Report 2014




Interim Financial Information (Continued)

RERRTIS E R} (A&
4. Revenue and segment information 4. W@k HER (&)
(Continued)
(b) Segment information (Continued) (b) ZBEER ()
The segment information provided to directors for the RZE-—=FmEFRBEATRED
reportable segments for 2013 is as follows: ey HERET :
For the six months ended 30 June 2013
Hz-T-—=FxA=tAL~MEAR
Business segment Trading Production Processing Total
£BH8 25 KE nT s

RMB'000 RMB'000 RMB'000 RMB'000
ARBTTE AREBTT ARETT ARETR

Revenue [

Sales of products EmHE 1,078,194 156,675 59,868 1,204,737
Sales of raw materials R EE = 4,342 = 4342
Inter-segment sales HEEHEE (187,254) (983) = (188,237)
Revenue from external customers REIREP 2 Wz 890,940 160,034 59,868 1,110,842
Results ES

Segment gross profit AEER 14,159 26,685 20,383 61,227
Segment operating profit DEEEEF 4,491 20,666 15,151 40,308
Unallocated expense AAERZ (5,578)
Total operating profit mERTIBE 34,730
Finance income BMEMRA 5,205
Finance costs BEKA (14,938)
Profit before income tax BR AT S B AT R A 24,997
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Interim Financial Information (Continued)

RERR TR &R} (4
4. Revenue and segment information 4., WHERIHBER (&)
(Continued)
(b) Segment information (Continued) (b) HDEBEH (EF)
As at 31 December 2013
RZE-=F+ZA=1+—-A
Business segment Trading Production Processing Total
£B58 = KE mT s
RMB’000 RMB’000 RMB'000 RMB’000
AREBFT ARETT AR®TT ARETR
Segment assets AHEE 312,617 257,675 234,978 805,270
Unallocated assets AOEEE 87,903
Inter-segment elimination VR ESkss (169,722)
Total assets BEHE 723,451
Segment liabilities SBERE 268,976 160,631 140,406 570,013
Unallocated liabilities AEEAE 6,019
Inter-segment elimination NP (169,722)
Total liabilities BEEE 406,310
5. Property, plant and equipment 5. ME BERRE
(a) Acquisition of property, plant and equipment (a WKEYE BERKE

During the six months ended 30 June 2014, the Group
acquired items of property, plant and equipment with a cost
of RMB1,224,000 (for the six months ended 30 June 2013:
RMB2,317,000).

(b) Disposal of property, plant and equipment (b)
Property, plant and equipment with a net book value of
RMB292,000 were disposed during the six months ended

30 June 2014 (for the six months ended 30 June 2013:
RMB1,699,000).
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Interim Financial Information (Continued)

RHRBA IS B R} (8)
Inventories 6. =FEH

As at As at

30 June 31 December

2014 2013

R-ZE—MF R-E—=%F

ANA=t+H +=-—A=+—8H

RMB’000 RMB’000

AR®T ARBFT

Finished goods BURK o 76,368 104,361
Raw materials R 22,935 11,752
Work in progress TEm 2,738 3,044
Less: provision o] (8,116) (5,995)
93,925 113,162

For the six months ended 30 June 2014, the cost of inventories
recognised as cost of sales amounted to approximately
RMB572,342,000 (for the six months ended 30 June 2013:

RMB1,047,196,000).

For the six months ended 30 June 2014, the Group has
recognised losses of approximately RMB2,204,000, for the write-
down of inventories to their net realisable value. For the six months
ended 30 June 2013, the Group realised provision for inventory
write-down of approximately RMB940,000. These amounts have

been included in the cost of sales in the consolidated statement of

comprehensive income.

Trade and bills receivables

HE-_T—WOEXA=+BHLAEA"
EHRBAABEERRNZFTEREINABARE
572,342,000 (B EZE=-E—=FA=1H
IENEA - ARM1,047,196,0007T ) °

HE-TE-—MENA=ZTBLEANER KA&EH
ERTFEMREETZRFERIREBOAR
#0 204,000  BE-_ZE—=F"A=+HI
ANEA AEERERIGFEMBRBENAA
R¥940,000L - % S HER A MR A W E

RINEHER A o

7. BEZRBUREREBREREE

As at As at
30 June 31 December
2014 2013
R-ZE—NF R-T—=4F
ANA=+H +=—A=+—8
RMB’000 RMB’000
AR%T ARMEF T
Trade receivables E S RE 64,778 94,006
Bills receivable KR EE 51,468 37,207
116,246 131,213
Less: Provision for impairment OB ERE (5,548) (5,108)
Trade receivables — net S RWFIE SR 110,698 126,105
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Interim Financial Information (Continued)
FHEARIIEE R (B)
7. Trade and bills receivables (Continued) 7. BESRWFHEREKERE (&)

RNE B —RIEN FI0E90H 2 EHETIH
E-BHEZREFERERA Y ZREK D40

The Group’s sales are normally made on credit terms of 30-90
days. Ageing analysis of trade receivables based on invoice date

was as follows:

T

As at As at

30 June 31 December

2014 2013

R-E—DOF RZZT—=%F

ARA=T+H +=ZA=+—H

RMB’000 RMB’000

AR®T R AREFT
|

Trade receivables: 2 5 W GRIA |

Less than 3 months LR=1EAR 22,625 71,694

3 months to 6 months =@A=ENREAR 34,045 10,546

6 months to 1 year NMERE—F 1,112 5,451

More than 1 year il —F 5,939 6,315

63,721 94,006

8. Prepayments, deposits and other receivables

8. BENRE RERHMEWRE

As at As at
30 June 31 December
2014 2013
R-ZE—NF R-E—=%
ANA=t+H +=—A=+—8
RMB’000 RMB’000
AREFT R ARMEF T
Prepayment to suppliers )4 e P S 2 TR A 39,689 13,609
Deposits and other receivables e M E AU FRIE 4,127 3,179
Interest receivables FE YR B 594 2,841
Prepaid expense AR 482 766
44,892 20,395
Less: provision for impairment R E RS (202) (337)
Prepayments, deposits and FERRE e R
other receivables — net E b e U FRIEHRE 44,690 20,058
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Interim Financial Information (Continued)

PHEIRI S E R ()
9. Trade and bills payables 9. EZEMNRERESRE
As at As at
30 June 31 December
2014 2013

R-Z—MNF RZE—=F
~A=t+H +=-—A=+—H

RMB’000 RMB’000
AR%T T AR T T
Trade payables B S EMNIE 81,753 116,829
Bills payable e SRR 12,904 -
94,657 116,829
As at 30 June 2014, bills payables represented bank acceptance R-ZE—NENAZTH BENEREASE
notes issued by the Group with maturity within six months. BIOZRANEARIBZRITERLER-
Ageing analysis of trade and bills payables based on invoice date BORNFERENERERBEEEAR KR
was as follows: DT
As at As at
30 June 31 December
2014 2013
R-ZT—NF RZE—=%F
ANB=+H +=-—A=+—8
RMB’000 RMB’000
AR¥F T ARBTT
Less than 6 months DR RE A 90,607 109,898
6 months to 1 year NERAE—F 501 5,104
More than 1 year HmiE—F 3,549 1,827
94,657 116,829
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Interim Financial Information (Continued)

RERRISE K ()
10. Accruals and other current liabilities 10. EstRERHMRBEE
As at As at
30 June 31 December
2014 2013
R-ZB—WF RZZT—=%F
AB=+H +=ZA=+—H”
RMB’000 RMB’000
ARET ARBFT
Accruals P RRIR 3,282 8,860
Accrued payroll i TE 5,094 6,001
Value-added and other taxes payable FEAST IR E B R H A B 18 4,224 5,838
Pension and other social welfare payables FERTR KNS R H M &8 F 5,015 5,033
Payables for purchase of property, BEME BELEREZ
plant and equipment FETFIR - 674
Deposits B& 463 244
Others Hh 4 628
18,082 27,278
11. Borrowings 11. B
As at As at
30 June 31 December
2014 2013
R-IZB-—WF RZZT—=%F
A~NB=+H +=ZA=+—H”
RMB’000 RMB’000
ARBT ARBFT
Non-current FERNHA
Non-current portion of long-term bank REAIRITE R 2 IEANER 3B 10
borrowings - 25,000
Current BN Ep
Current portion of long-term bank borrowings & Hi$E 77 & 3 2 BN EA &85 - 46,000
Short-term bank borrowings G EBERTTIE X 58,075 150,571
58,075 196,571
Total borrowings A4 %E 58,075 221,571
Representing: B
Unsecured AR AR 21,075 41,395
Pledged (i) B 3 () 37,000 180,176
58,075 221,571
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11. Borrowings (Continued)

(i)

As at 30 June 2014, bank borrowings of RMB37,000,000
were pledged by buildings with net book value of
RMB35,730,000 and land use rights with net book value of
RMB12,480,000.

As at 31 December 2013, bank borrowings of
RMB86,471,000 were pledged by restricted bank deposits
of RMB91,273,000, bank borrowings of RMB5,705,000
were pledged by restricted cash and bills receivable of
RMB6,430,000 and RMB200,000 respectively and bank
borrowings of RMB88,000,000 were pledged by buildings
with net book value of RMB43,903,000 and land use rights
with net book value of RMB27,137,000.

12. Other (losses)/gains, net

Interim Financial Information (Continued)
FERI TS E R (B

11. B (&)

i) RZZE—mOFENA=F+H AR
37,000,0007T YR 17 & 3 Ty LA BR T VF (B
A A R #35,730,0007T H 8 F M BR EF
B A AR#12,480,0007T Ky 1 1b 5 A 42
TEEHH -

RZE—ZF+=-AZ=Z+—8 AR
#86,471,0007T Z R ITE XA AR
91,273,000t W X R HI SR ITF R IEE
AR #5,705,0007T 2 SR 1T HE X
Bl Bl A A R #6,430,0007T & A R #
200,0007T 2 X R #I3R & K& KR IR EE
. & A R %88,000,0007T 2 R 17 & 7K
LABREF(E A R #43,903,0007T 2 1 F
NEREFE AR27,137,0000T 2 T i
ERAREIEER-

12. Bt (BE) WEFE

Six months ended

BZT5AHIEANEA
30 June 30 June
2014 2013
—E-mF —E—=fF
~NB=+H ~NA=+H
RMB’000 RMB’000
ARBTT ARET T
]
Subsidy income (a) =L ONEY - 258
Rental income e WA 578 -
Foreign exchange (losses)/gains (Note 16) SNEE (B518) e as (BizE16) (786) 411
Government grant BT & B 554 341
Commission income HaA 93 551
(Losses)/gains on disposal of property, HEWE BELEZEZ
plant and equipment, net (BR) /W&sFE (94) 106
Fair value (losses)/gains on financial assets ~ EAFEFABINEREEZ
at fair value through profit or loss ANFE (BE), = (60) 18
Losses on disposal of financial assets HERQAFETABRZ
at fair value through profit or loss TREEERE - (382)
Others H (310) 504
Other (losses)/gains, net Hih (B18) MW= FE (25) 1,807

(@)

Subsidy income primarily represents tax refund by local
Taxation Bureau to encourage the Group’s business growth
and other subsidies granted by the Bureau of Finance in
Hangzhou and Nantong, the PRC.

@) WURBWAXZEMIVRBEZBEEE
EBE R ZRH KT BN KRR K
Rz B A AL -
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Interim Financial Information (Continued)
RERR TR &R} (4

13. BRATGEBLATRF

13. Profit before income tax
BRETSHANEF 2%, (5TA) TF &8

Profit before income tax is arrived at after changing/(crediting):

Six months ended

BET5AHLANEAR
30 June 30 June
2014 2013
—E-mF =%
AB=+H ~A=T+H
RMB’000 RMB’000
ARBF T ARBTFT

Changes in inventories of finished B MR ERRBZFEES)

goods and work in progress 28,299 44,562
Raw materials consumed and FrRE R R M R I PR A B FE G
consumable used 561,158 976,855

BERNHANZ (BREFHE)

Employee benefit expenses,
including directors” emoluments

Salaries, bonus and other welfares e TEA R EAMER 19,778 16,811

Defined contribution plans FEHRETE 884 879

Social Security insurance HERERE 1,995 1,291

22,657 18,981

Depreciation and amortisation & K 5 5,573 6,396
Provision for impairment of receivables FEWCR IR R B R 305 13
Office rental (operating leases in respect of ~ WAZEMEE (BB L%

land and buildings) BFZEENESE) 686 796
Listing expenses WX - 4,306
Provision for/(Realisation of) write-down of ~ 7F S #UREE~ (#3R)

inventories 2,204 (940)
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14.

15.

Interim Financial Information (Continued)

RHRBA IS B R} (8)
Finance costs, net 14. @ERANFEEE
Six months ended
BETHRHLENEAR
30 June 30 June
2014 2013
—E-lmEF —ET—=F
~B=tH ~NA=+H
RMB’000 RMB’000
AR®T T AREFT
Interest expenses on bank borrowings RITIERFEFX 4,752 15,057
Net exchange losses/(gains) on financing BMEEEIE K EE, (W)
activities (Note 16) FEE (KizE1e) 496 (119
Total finance cost BB A KRR 5,248 14,938
Interest income from cash and RekReSEY
cash equivalents, restricted cash ZREEES TR
deposits and other financial asset HEMEmEEZFEMHA (2,471) (5,205)
Total finance income BEWA LR (2,471) (5,205)
Net finance cost B A B A ER 2,777 9,733
Income tax expense 15. FT8HiBA
Six months ended
BETHRHLEANEAR
30 June 30 June
2014 2013
—E-lmEF —E—=F
~B=tH ~NA=+H
RMB’000 RMB’000
ARMT T AREFT
Current income tax BVERFR 15 %%
— Enterprise income tax —TEMBH 6,669 6,473
Deferred income tax IRIEFTIS T 1,321 (777)
7,990 5,696
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Interim Financial Information (Continued)
FHARIISE R (&)

15. Income tax expense (Continued)

(a)

(b)

(c)

(d)

Cayman Islands income tax

The Company was incorporated in the Cayman Islands
as an exempted company with limited liability under the
Company Law of Cayman Islands and, accordingly, is
exempted from payment of Cayman Islands income tax.

Hong Kong profits tax

Enterprises incorporated in Hong Kong are subject to profits
tax rates of 16.5% (2013: 16.5%)).

PRC corporate income tax

Enterprises incorporated in the PRC are generally subject to
income tax rates of 25% (2013: 25%) except for enterprises
with approval for preferential rate (Note (d) below).

The income tax provision of the Group in respect of its
operations in the PRC has been calculated at the applicable
tax rate on the estimated assessable profits based on
existing legislations, interpretations and practices.

Since the deferred income tax assets and liabilities shall be
measured at the tax rates that are expected to apply to the
year when the assets is realised or the liability is settled, the
change in the applicable tax rate will affect the determination
of the carrying values of deferred tax assets and liabilities of
the Group’s subsidiaries located in the PRC.

Tax effect of reduced tax rate

Certain subsidiaries of the Group enjoyed preferential
income tax rates and have obtained approvals from the
relevant tax authorities in the PRC. Hangzhou Huvis
Yongsheng Dyeing and Finishing Company Limited obtained
the certificate of qualifying as “advanced technology
company” in 2012 and is subject to 15% corporate income
tax rate for three years from 2012 to 2014.

15. fi8

(a)

(b)

(c)

(d)
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15. Income tax expense (Continued)

(d

(e)

Tax effect of reduced tax rate (Continued)

The effective corporate income tax rate for the companies
with tax preferential treatment are as follows:

Interim Financial Information (Continued)

15. fi8

(d)

PHEMBAR (&
BipA (4F)
BEREHBHEE (F)

FHEEFENATNERDLERSEH
KT

Six months ended

BETHAHLESEA
30 June 30 June
2014 2013
—B-DF —F=F
ANA=+H ~NAZ=+A

Hangzhou Huvis Yongsheng Dyeing and 471 1 B # {1 ok 2% 2 28

Finishing Company Limited BRAA]

15% 15%

No tax reductions and exemptions were granted to the other
subsidiaries of the Company in the PRC for the six months
ended 30 June 2014 and 30 June 2013.

PRC withholding income tax

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on the dividends declared to foreign
investors from the foreign investment enterprises established
in the PRC. The requirement is effective from 1 January
2008 and applies to earnings after 31 December 2007. A
lower withholding tax rate may be applied if there is a tax
treaty between the PRC and the jurisdiction of the foreign
investors. The Group is therefore liable to withholding taxes
on dividends distributed by those subsidiaries established in
the PRC in respect of their earnings generated from the date
when these subsidiaries became foreign owned enterprises
in the PRC. As at 30 June 2014, deferred tax liabilities
of approximately RMB6,054,000 (2013: RMB4,836,000)
has not been recognized for withholding tax that would
be payable on the unremitted earnings of the Group’s
subsidiaries in the PRC, as the directors do not intend to
declare any dividends out of these unremitted earnings for
the subsidiaries.

(e)

ARREPENEMHBARREE—
E-NFERA=TAR-ZT—=FXA
ZSTELERNEABERR TRERRR
e

B RTS8

RBEFECEMERE EPBEKID
INEDERGIMNEEE SRR S AR
M10% BT - BRI TR ST \F—
A—HBEER AR _ZT+F+ A
=t+—HENAF - WPEEGINTES
B RLEREEET BB IELY - BIRT AL A&
REM BRI E - XEBERE A ] g2 B %
EEPERINHERRRBEER AP
EEANIIERECEE ABRRIMOA
FIFTRE R SEMBEINF - R =T —1
FRAZTH IAREAEERFTEHZ
MEBARZAEMAFEFXZF2EN
T i RRR I B 18 & (H 49 A R #6,054,000
T (ZE—=%: AR%4,836,0007T)
RRAEEUTHRAMBARIZEZER
EMEMPEREABEE -
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Interim Financial Information (Continued)

RERET IS E R (A2

16. Net foreign exchange (losses)/gains 16. HME (B51E8) W= FE
The exchange differences (charged)/credited in the consolidated (MR GtAA2ERSRMEL =8 M
statement of comprehensive income are included as follows: T

Six months ended

BETHAHLENEAR
30 June 30 June
2014 2013
—E-mF ZE-=4
NA=+H ~A=1+A
RMB’000 RMB’000
ARETR ARBEFT
Other (losses)/gains, net (Note 12) Hith (E518) iz F 5
(BEE12) (786) 411
Net exchange (losses)/gains on BEES) 2 HME (B18)
financing activities (Note 14) W F58 (MIsE14) (496) 119
(1,282) 530
17. Earnings per share 17. BREF
(a) Basic (a EX

Basic earnings per share for the six months ended 30 June
2014 is calculated by dividing the profit attributable to the
owners of the Company by the weighted average number
of ordinary shares in issue. In determining the weighted
average number of ordinary shares in issue during the six
months ended 30 June 2013, the 297,327,010 shares
issued and allotted through capitalisation of the share
premium account of the Company upon Listing on 27
November 2013 have been regarded as if these shares were
in issue since 1 January 2012.

32 Yongsheng Advanced Materials Company Limited e Interim Report 2014

BHE-_ZT-—NENAZt+HLEANEAZ
BRERBFTIARR RHAE A B
FIBR A B B 1T E B 2 N4 5 HEr
E-NEBFEE_Z—=F,A=+H
IEAREARZ BETEBRINEFSH
BB RRZE—=F+—A=+t
B Em#&EREARARBRMDHER
Fr 31T & BC 3 2 297,327,010 % 17 + 1
maERmEa -—_S——F—A—B#£D
T BT -



17. Earnings per share (Continued)

(a) Basic (Continued)

Interim Financial Information (Continued)
RERRTISE R} (A&

17. BREF (#&)

(a) E&X (&)
Six months ended
BET5AHLANEAR
30 June 30 June
2014 2013
—E-mF —T—=F
~B=+H ~A=T+H

Profit attributable to the shareholders of 7 22 &) A% 52 & 18 3% 7l

the Company (RMB’000) (AR®EFIT) 21,314 15,461
Weighted average number of ordinary BT EBRMET I

shares in issue (2013 as restated) (ZEBE—=FKHY]) 400,000,000 300,000,000
Basic earnings per share (RMB per share) SR EAEF (FRARE)

(2013 as restated) (ZE2—=FKF5) 0.05 0.05

(b) Diluted

Diluted earnings per share is calculated by adjusting the
weighted average number of ordinary shares outstanding to
assume conversion of all dilutive potential ordinary shares.

The fully diluted earnings per share for the six months ended
30 June 2014 and 2013 are the same as the basic earnings
per share as there are no dilutive potential ordinary shares.

18. Dividends

The Directors have resolved not to declare payment of interim
dividend for six months ended 30 June 2014.

No dividends has been paid or declared by the Company for the six
months ended 30 June 2013.

(b) #E

BREERMNIZABEITEINE BB
BB ARKRCEMAAE B EEE
EERmAtE -

HRBE_ZT-—HFR-_F—=FXA
StRELEREALEREEEEL R
oA She8HERNEGREAR
EFHER -

18. B2

EFFATRNBZ_ZE—NFA=1+HIE
NERZHFHEE -

RARUERBE_ZT—=FA=+HIEX
(EREIEY
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Interim Financial Information (Continued)

RERET IS E R (42
19. Related party transactions 19. BEFIRS
The Directors are of the view that the following companies are EERBATRAAANEENBEES :

related parties of the Group:

Name Relationship with the Group £ HEAEENBER

Hangzhou Yongsheng Controlled by the Controlling T ok B = E F 2 R AR 3R 4
Group Limited Shareholders B AT
(“Yongsheng Group”) (IkEEEE])

HUVIS Corporation and Joint venture partner and its R g HHUVIS EEALEBHRAN
its subsidiary subsidiary Ht B AR B AR

Hangzhou Xiaoshan Controlled by Mr. Li Zhihong, one A E TP N=TIe BAASEHNEFR—F
HongChang Chemical of the individual shareholders of BRAF BAREFTERE
Fiber Co.,Ltd. the Group A

The Group had the following significant transactions with related AEFHEFETETUATERRS:

parties:

(a) Transactions with related parties (a) HBEFNXS

() Purchase of goods )  FREEqm

Six months ended

BZTHAHENEAR
30 June 30 June
2014 2013
—E-lmF —E-=F
~NB=+H ~NA=+H
RMB’000 RMB’000
AR¥F T ARBTT
|
HUVIS Corporation and IRE & HUVIS &
its subsidiary EHH B AR 21,129 29,039
Hangzhou Xiaoshan HongChang AN -1
Chemical Fiber Co.,Ltd. R RA - 4,174
21,129 33,213
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Interim Financial Information (Continued)

RERI IS E R} ()
19. Related party transactions (Continued) 19. BEAIRS (&)
(a) Transactions with related parties (Continued) (a) HEBEFHXS (&)
(i) Rental income @) DA

Six months ended

BZETHAHLENEAR
30 June 30 June
2014 2013
—E-QmF —F-=F
NA=+H ~NA=+H
RMB’000 RMB’000
AR%T ARMEF T
Yongsheng Group KEEE 323 440
(i) Storage fee paid to related parties (i) [FIHED S TRIEEEA

Six months ended

BZETHAHLAEAR
30 June 30 June
2014 2013
—E-NF =
NA=+H ~NA=+A
RMB’000 RMB’000
AR%T ARMF T
|
Yongsheng Group KEEE 62 211
(iv)  Purchase of property, plant and equijoment from (v) [FIETEEYE BERRZ
related parties

Six months ended

BZEZTHAMIEAEA
30 June 30 June
2014 2013
—E-mF —ZT—=
NA=+H ~NAZ=+A
RMB’000 RMB’000
AR¥F T ARBTF T

Yongsheng Group XEE 353 =
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Interim Financial Information (Continued)
REREISE K ()
19. Related party transactions (Continued)

(b) Period end balances arising from related party
transactions

19. BELRS (&)

(b) SEEFESXZELHHR GRS

As at As at
30 June 31 December
2014 2013

R-B—NmE N_ZE—=%F
~NA=+H +=-—A=+—8H

RMB’000 RMB’000

ARBT T AR®TT
Due from related parties FE UL B & 5 IR
Non-trade: FEH:
Yongsheng Group KEE 323 =
Due to related parties FEA B 5 R
Trade: g5
HUVIS Corporation A gHHUVIS 5,559 7,513

All trade balances with related parties are unsecured and
bear no interest.

All non-trade balances with related parties are unsecured,
repayable on demand and bear no interest.

20. Fair values

All financial instruments are carried at amounts not materially
different from their fair values at the balance sheet dates.

ERBETNESRBREERRS

B o
[}

o

FREEBETNE HEHRSEER
BRBREERRE -

20. A¥E

FELBRTASREZETAREER ZAF
BYBEEAZRZERIIK.
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21.

22,

Business combination

On 1 March 2014, Yongsheng Dyeing further acquired 2%
equity interests of Nantong Yongsheng from a management
team member of Nantong Yongsheng at a cash consideration of
RMB600,000 immediately before his resignation. The unaudited
carrying amount of the non-controlling interests on the date of
acquisition amounted to RMB475,000. The difference between
the consideration paid and the acquired non-controlling interests
amounting to RMB125,000 was credited into other reserve. Upon
completion of the acquisition, the Group’s indirect interest in
Nantong Yongsheng has increased from 90% to 92%.

Commitments

Operating lease commitments

The Group leases certain office premises under non-cancellable
operating lease agreements.

The Group’s future aggregate minimum lease payments to be paid
under non-cancellable operating leases were as follows:

Interim Financial Information (Continued)

21.

22.

HEIM AR (B

EBast

R_E—MFE=A—B kEABRAEERmB
XEZ —REEREBKEBETRIRESREA
R ¥600,0007T 1 — A1 7% 5K B UK 1% 5 18 ok Bk
Z2%HRIE - FAULRE B B 2 JEIRRR MR e 2 RIS
ZEMEEAARYA75000T - ENREEET
U BE FE TR i 2 2 =88 A R #6125,000C B &1
AHEfEE - RERZWER AEEREBE
KB 7 MRS R0%IE NEI2Y °

%
EEHERE

AEBERBAATBHELHEHRBERE TH
NEYHE-

AEBERBIATBELEHES TN AR
REBEEMNREBEHEIAT:

As at As at
30 June 31 December
2014 2013
R-Z—WNF RZE—=F
NA=+H +=ZA=+—8H
RMB’000 RMB’000
AR®BT R ARETFT

— 0007
Not later than 1 year TER—F 1,126 1,066
1-2years —FEMEF 1,027 596
2 - 3 years MERE=F 136 399
2,289 2,061
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Management Discussion and Analysis

B s am M T

. BUSINESS REVIEW AND PROSPECTS

The board (the “Board”) of directors (the “Directors”) of Yongsheng
Advanced Materials Company Limited (the “Company” and its
subsidiaries, the “Group” or “Yongsheng Advanced Materials”) is pleased
to present the unaudited interim results of the Group for the six months
ended 30 June 2014 (the “Period under Review”).

Business Review

During the first half of 2014, despite instability persisted in the macro-
economy, major developed economies gradually showed signs of slow
recovery under the stimulation of various policies. At the same time, the
PRC economy also maintained a stable and medium growth. According
to the data of National Bureau of Statistics of China, from January to June
2014, the GDP of China represented a year-on-year growth of 7.4% and
even a 7.5% growth in the second quarter, a year-on-year growth rate
that outperformed market expectation. On the other hand, as affected
by the rising domestic production costs and weak market demand,
the international competitiveness of the PRC textile industry reduced
significantly. The operating environment was difficult and it dragged down
the overall sales of the Group with some adjustments. However, utilising
its excellent research and development capabilities and the sales strategy
of focusing on products with higher gross profit margin, the Group
recorded a stable growth in terms of gross profit margin of each business
segment, hence the significant improvement in profit of the Group during
the Period under Review.

For the Period under Review, total revenue of the Group was RMB685.6
million, representing a decrease of 38.3% from RMB1,110.8 million of
the same period of last year. During the Period under Review, the Group
continued to develop its two business segments with higher gross profit
margin — the production of polyester filament yarn and the dyeing or
processing of differentiated polyester filament fabric. Overall gross profit
increased by 3.9% to RMB63.6 million as compared with the same
period in 2013. Overall gross profit margin increased by 3.8 percentage
points to 9.3% from 5.5% in the first half of 2013. Among which, gross
profit margin of polyester filament yarn production business and dyeing
and processing business amounted to 19.7% and 34.2% respectively,
increased by 2.5 percentage points and 0.2 percentage points
respectively as compared with the same period of last year. Profit for the
period amounted to RMB25.1 million, representing an increase of 30.2%
from RMB19.3 million in the same period in 2013. Profit attributable to
shareholders of the Company grew significantly by 37.9% to RMB21.3

. EXXOERAS

KEHMHERAR ([ARAE]) REMBAR ([
SEIR[KBEFVHDEES ([EFG]HE
=) MAREAEEHEE_T—NFARA=+H
LEAREA (TEBHAR) 2 REEZZTHRE-

XM

TE-MEL¥FE RELRELBENFEETRE
Rz T ERELERACEZRBRNATES
EREEER  PELETEFREPERER -RE
TEBERSGREE T -mFE-AERA PHE
BlAGERERLIERT 4% F_FERLERE
ZE7.5% BEBRTSEER - Z—H RIEARLE
ERATH ERETSFERLREATZE DEHE
ENBERBEENRBRTR  TELERRBRN -2
AEBNBEESHEMAE A BHEAEENE
FHEBEENIRFINENETBRENERKERE
AEEREBHMBENXMAKBIREER LY
AEBM RGN BE LT

HE_Z-—NFNAZTHLEANEA AEEHE
BEAARKEBEEL BEFRHENAR
#1,110.8E BT [ [£38.3% - (BB HI N NEE
BRRMBRHALE UREFLRGREA LG R
MIMAEFNERSNESS DB -BBEINR=-Z
—ZFRIBAEINB3.9%E ARB6EI.6H BT B

MEHE T =ZFL¥F55%LA38FEELEHE
93% - Hih Ml RMALEEBANIERINT
BHEMERD R E19.7%34.2% » 7 Bl & 2= F [
#25EE DB ROMEE N2 - A RFAARE
BIBEBL BT —=—FRANARK1938E
JCIEAN30.2% © AR A IR FEAE & FE AR 21.38
En BT -FRENDARBI55HETKAIRE
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Management Discussion and Analysis (Continued)

million as compared with RMB15.5 million in the same period in 2013.
The increase in profit was mainly attributable to the decrease in net
finance cost and the increase in overall gross profit of the Group (which
was mainly attributable to the increase in gross profit of dyeing and
processing of differentiated polyester fabric business and polyester
filament yarn production business). During the Period under Review,
revenue from the development and production of polyester filament yarn,
the dyeing and processing of polyester filament fabric and trading of
textile-related products accounted for 20.8%, 9.9% and 69.3% of the
Group's total revenue respectively. Operating profit of these business
segments accounted for 50.1%, 43.1% and 6.8% of the Group’s total
operating profit respectively.

REVENUE BY BUSINESS SEGMENTS

BEEN®BEAMN ()

EF87.9% - H M2 IR T ERRAEEREK
AFEERD  REBENEN (EZHRNEREKS
ERRERMNTRBE KR RAEERT 2 EMIE
) P B EEEIA - AN R B R A4 P B B
HREHMRAERNINGBEBERE S 2 Wan
Rl 7S£ B 48 1055 #920.8% ~ 9.9% 169.3% : 2 EBAS
& M 2 BIME 7N 58 B RO AR K 205 B 950.1% ~ 43.1%
M6.8% °

GROSS PROFIT BY BUSINESS SEGMENTS

Wi IREK D ERNREKRD S
RMB million RMB million
ARBBEET ARBBET

1,500 70

1,200

900

600

300

2012 2013 2014
June ;A June ;N H June <A

Trading of texfile-related

Dyeing and processing of

63.6

2012 2013 2014
June 7N H June 7N H June <A

Polyester filament yarn production

products differentiated polyester fabric
SMRNEEERES Z ML mE R R E RN T
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Management Discussion and Analysis (Continued)
ERE M (&

Production of Polyester Filament Yarn

The Group is a developer and manufacturer of regular and differentiated
polyester filament yarn in the PRC, and it gradually began to focus
on the production and sales on differentiated polyester filament yarn
products since 2013. Differentiated polyester filament yarn is generally
custom-made for specific textures or qualities, with higher gross profit
margin than regular products. For the Period under Review, segment
revenue of the Group’s polyester filament yarn production decreased
by 8.4% to RMB28.1 million as compared with the same period of last
year. It was mainly attributable to the Group’s downward adjustment to
the price of differentiated products in order to gain larger market share
and the decrease in sales of regular products. The aforesaid reason
was consistent with the Group’s strategy of focusing on differentiated
products with higher gross profit margin. Percentage of segment revenue
of differentiated polyester filament yarn products during the Period
under Review increased to 82.4%, and revenue from regular products
decreased to 17.6% accordingly. Gross profit margin of the Group’s
differentiated products reached 22.1%. Coupled with the increase in
sales of higher-margin regular polyester filament yarn products, segment
profit increased by 5.2% to RMB28.1 million from the same period in
2013, and gross profit margin increased by 2.5 percentage points to
19.7% as compared with the same period of last year.

B RALEE

REBATFRHEREENE KRG EE RS
B WEZE - =FRRESEETNEEREEER
tkmRHGER ZtRGRA—RABEFE Y
EHmMAEFCEHNEENER  EAERER
Enm -BHEZT—UWFNAZTHLEAEAR &&
EHHWEREFRB TR 4%EARKE281HE
T EFERARAKETHAENEERMERAFR
EAMTISME URERERNFEESER DA
P FRREAEESE IR ENERSNZIMERD
MR B0 2R RAERNEBHERNND
AR E82.4%  FREMREE LRI ZE
17.6% - AEBZRMLE MBER EE221% L
REEENMBEEEFNEESNERRRREAER
DHEMNR T —=ZFRIBEING.2%F A RE28.1
BEL EFRRAL EA2EEDEE19.7% °

REVENUE ANALYSIS: POLYESTER FILAMENT YARN PRODUCTION

WimRALEED AW A D

RMB million
ARBBETT

200

163.5

150

100
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2012 2013 2014
June <A

June ;XA June 7 H

. Differentiated products
= R E dh

. Regular products
EHE MR
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Management Discussion and Analysis (Continued)

Dyeing and Processing of Differentiated Polyester
Fabric

The Group mainly provides fabric dyeing and processing services to
customers in the textile-processing segment, or makes use of the
differentiated polyester fabric sourced by the Group for further dyeing
and processing products, including various types of synthetic chamois
leather. To capture the opportunities from industry consolidation, the
Group has continued to improve the processing and dyeing technology
during the Period under Review. The Group improved the dyeing quality
of differentiated polyester fabric, and further increased the market share
of the products successfully. For the Period under Review, revenue from
the dyeing and processing business increased by 13.2% to RMB67.7
million, which offset the decrease in revenue from production of polyester
filament yarn and textile-related products trading business. Processing
volume in dyeing and processing activity increased by 2.6% to 17.3
million meters from the same period of last year. Benefiting from the
decrease in plant operation scale and the production costs of the dyeing
and processing service, segment gross profit margin was stabilized at
34.2%.

REVENUE ANALYSIS: DYEING AND PROCESSING
FERMIZHMEIBA D H

RMB million

ARBBET

80

BEEN®BEAMN (B)

EREIRRERMRERMT

AEBEFZERANITFREDSFERMIRE
A ARNEEMMEBENZIMERGEEEITE D
FERNT ERREZEBEHEN - ATIIETER
e AEEREERAFERENIRLAER
fiT ]RA T ERMERGE R EEBER - A KIh#E—
FERNERTSNE - BE_E—NFEA=1H
WEREA - R2ERINTEFRRIEMB2%EARE
67 7TEETL KB TR RALERSBHEBE SR
EH¥EBHBERL - 2ERNIEHNMIER
EFEEEMN2.6%E17.38 B K - ZTHERLB KM
IRBOBELEEREREEXNANRL  DEE
R RIBFEFE34.2%H) K F o

2012 2013 2014

June ;X H June ;X H June XA

Direct sales of differentiated
polyester fabric

B E Z R R R

Provision of dyeing and processing
services of differentiated polyester fabric

REE R RGEE RS RN T RS
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Management Discussion and Analysis (Continued)
EREN WA (&)

Trading of Textile-Related Products

The Group mainly trades textile-related products, including cotton, wood
pulp, cotton pulp, fabrics and cotton yarn, PET/Nylon chips, PTA, MEG,
as well as chemical fiber materials like polyester filament yarn and staple
fibers. During the Period under Review, influenced by the continuous
sluggish domestic trading environment and weak prices in trading
products, revenue of the trading segment of the Group amounted to
RMB475.3 million, an 46.9% decrease from the same period in 2013.
However, the Group implemented the trading risk control measures in
2014, such as the reduction of low margin trading and lowered trading
volume, as well as shortened inventory turnover period. These measures
enabled segment profit margin to increase slightly by 1.0 percentage
points to 2.6% from the same period in 2013. During the first half of
2014, the textile producers increased the demand for premium grade
polyester filament yarns, thereby boosting the trading volume of polyester
filament yarn. Gross profit margin of the trading of chemical fiber materials
of the Group (including polyester filament yarn and staple fibers) also
increased by 1.6 percentage points to 5.3% as compared with the same
period in 2013.

MmREEERES

AEBNESERTEAHGEBER SIERIE-
A B EHEBY PET/ BEIA  PTA-
MEG- A R ikim R4 M a8 S(bERE - DEEA -
EEJJ*AWf’i%iﬁiﬂ%%ﬂ)ﬁv%ﬂ%%&ﬁ%ﬁﬁ%'$
EEBGOBUER T —=FRIH T #46.9%%
AEMM&SE%;‘ED%Wv$%@ﬁé:§—ﬂ$ﬁ;ﬂ
AERE ZRBRE HIHEE B2IERABEFBED
25 RLOESENHEEGEEFAES- ﬁ“jﬁ%ﬂ%
B - —FRHEM EA1.0EE S ZE2.6% °
T-NFL¥F HHEERHRBELRRRREAD
Bk BERARANESE LA ER(HER
HES (ARG RAREH) ERER IR -_Z—=
FRH EHA1.6MEE D EHES3% °

REVENUE ANALYSIS: TRADING OF TEXTILE-RELATED PRODUCTS

HRNEEERES 2 BHNRADH

RMB million
ARBBET
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BERE AR RE EHEREY
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Management Discussion and Analysis (Continued)

Prospects

The year 2014 is the “Year of Reform” in China, its domestic economy is
going through an adjustment phase. While facing factors like continuous
increase in labour costs, downward price pressure and intensified
international competition, the PRC textile industry development is
migrating towards high-quality and high-efficiency. According to the
data of Ministry of Industry and Information Technology, from January to
June 2014, the industrial value-added of enterprises above designated
size represented a year-on-year growth of 6.9%. Although there was a
slowdown in the growth rate, the industry’s profitability remained stable.
Along with the accelerated pace of urbanization development, income
of urban and rural residents also maintained a steady growth, and
consumers’ pursuance for high-quality life has boomed the demand for
mid to high-end textile products. These are all beneficial to the stable and
progressive development of the PRC textile industry in the second half of
the year.

In the second half of 2014, the Group remains prudently optimistic on the
outlook of the industry development. The Group will carry out practical
development strategies to actively seize development opportunities to
meet market challenges. Amongst which, the Group has implemented
a sewage treatment project in its dyeing facilities in Hangzhou, Zhejiang
Province, which is expected to be completed by the end of 2014. The
implementation of the project is going to improve the energy-saving and
water circulation measures of the existing plant in the future, thereby
reducing the production costs of the Group. In the future, the Group will
continue to focus on the development of two advantageous businesses
— polyester filament yarn production and the dyeing and processing
of differentiated polyester filament fabric. The Group will capitalize on
the core technological advantages of differentiated products, enhance
the research and development of products and technology to improve
product competitiveness and secure market share, in order to broaden its
business coverage and improve profitability.

B E MM (&)

RE

—E-NEEPEN REF] BAKHERLER
HEER AHSHHIRKAFELT BB TTED
REEGEFMEIERE PRASTEZREAN
REE SMaNERABRMELNR  TEHHE
R —T-OF-AZNANBERRNEEE
B T3 38 INME [ LE 1 56.9% & 7RI R B P AAR -
BITERMENDARE - MEZ WAL ERER
MR- WABERBATREFRER HEEHSM
BAEERMERTH TH SEASMNFTRASE
M BLMAFRTFFRENBERERIBR AL
BR-

RETHF AEEHTRERANSDAFERER -
AEERERBENERLDS BENBEHRES
A MIZHE - B AEBRS AT EMMT
MAERENERSKEETIZER A ILIER
ARSFFRETKNER - AEEEHAULIAR TR
ABMAERE B KK BERE G RE AR
SEHEERAE KRR AEBEBBBELIRRESR
RHEE UREFNCHEGREHMRERMIMAE
BEK - AEEREEZE(CERNROLRMES
MBERRRMOAENE URAEGHEF IR
EEMSNE BREATEENEBERRE
REBENRFEET -

KEFEARAT « 2014 43



Management Discussion and Analysis (Continued)
ERE M (&

Il. FINANCIAL REVIEW . B ERE
Revenue and gross profit &I EF ]
The following table sets forth a breakdown of the Group’s revenue and TREHAEBNEIEIANIZER D DK
gross profit by our business segment for the Period under Review: NEF R4 :
Six months ended 30 June
BZXA=1HLEREA
2014 Percentage 2013 Percentage
—E-ME of sales —T-=F of sales
RMB’000 hEHEEN RMB'000 HIHEEN
Revenue [ AR®F R Bk AREFR BNk

1) Textile-related products trading (Note) N HBERERE S () 475,313 69.3% 895,282 80.6%
2) Polyester filament yarn production (Note) 2) M RAREE (B3t 142,560 20.8% 155,602 14.0%
- Differentiated -Z7lt 117,529 17.2% 122,065 11.0%
~ Regular —EH 25,031 3.6% 33,627 3.0%
3) Dyeing and processing JAERMT 67,742 9.9% 59,868 5.4%
685,615 100.0% 1,110,842 100.0%

Note: Revenue of trading business included sales of raw materials in the MizE: BZEBHURESERGRAEEZBHRME

polyester filament yarn production business of RMB9,711,000 (2013:
RMB4,342,000).

Revenue of the Group in 2014 was RMB685.6 million, representing a
decrease of 38.3% in revenue. The decrease was mainly contributed
by the decrease in revenue of RMB420.0 million in our textile-related
products trading business, decrease in revenue of polyester filament
yarn production business of RMB13.1 million, offset by an increase in
dyeing and processing revenue business by RMB7.9 million. Details of
the fluctuations of revenue in each business segment are discussed
separately in the section below.

Gross profit E

HERB AR 711,000t (—T—=F: AR¥
4,342,0007T) °

AEER-_ZT—NFH K= A ARBE685,600,000
JC W E R 438.3% < Bl A £ EE MR 47 45 AR e
EmE 5 EBKER D ARK420,000,0007T
Thim = 4 EE E B R IR 2 A R#13,100,0007T
T8 Mz WA RN T EBKFEMARE
7,900,000 T FTHCEH - F ¥ 0 SR U= BB FEIFRN

TEID R o

Six months ended 30 June
BEXA=tHLREAR
2014 2013
“E-mF Gross Profit =5 Gross Profit
RMB’000 Margin RMB’000 Margin
ARETR EF= AREFT EfilE

1) Textile-related products trading ) HEERERE S 12,341 2.6% 14,136 1.6%
2) Polyester flament yarn production R RHEE 28,100 19.7% 26,708 17.2%
- Differentiated Yl 25,998 22.1% 26,009 21.3%

- Regular —-B8 2,102 8.4% 699 2.1%

3) Dyeing and processing JFERMT 23,183 34.2% 20,383 34.0%
63,624 9.3% 61,227 5.5%
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Management Discussion and Analysis (Continued)

Gross profit of the Group in 2014 was RMB63.6 million, representing
an increase of 3.9%, mainly contributed by the increase in gross profit
of RMB1.4 million and RMB2.8 million in our polyester filament yarn
production business and dyeing and processing business respectively,
offset by a decrease in gross profit of RMB1.8 million in our textile-related
products trading business. Details of the fluctuations of gross profit in

BEEN®BEAMN ()

AEER-_Z-—MNEHENRARK63,600,000
T 88 03.9%  TE ERBPIK KGR R A EEEBIA
R RINTEBHEFR D RIS A K %1,400,000
7T & A R #2,800,0007T AT B2 0 i A 8 48 0 4% 7 79 8
AR E M E S EHAEFR R AR1,800,000
TR SEBDBNENEBFBER TS H

each business segment are discussed separately in the section below. FTEm
1)  Trading business 1) EBZEX
Six months ended 30 June
BZEXA=1HLXEAR

2014 Percentage 2013 Percentage
—E-lmE of sales ey :3 of sales
RMB’000 HHEEN RMB'000 EHERN
Revenue ¢ ARETR BAL ARETL BA

a) Cotton textile materials (Note i) a) 1R& B (B 206,214 43.4% 230,676 25.8%
b) Chemical raw materials (Note ii b) L TR (B &) 220,148 46.3% 627,210 70.0%
¢) Chemical fiber materials (Note ii) o) {LalRE (Bt i) 48,951 10.3% 36,810 4.1%
d) Others d) Efh - - 586 0.1%
475,313 100% 895,282 100%
Six months ended 30 June
BZXA=1HLXEAR
2014 2013
—E-MmE Gross Profit —E-=F Gross Profit
RMB’000 Margin RMB’000 Margin
Gross Profit EY| AREFTR EYilp: AREFL ES P

a) Cotton textile materials (Note | a) R Rt (B3t 7,773 3.8% 9,993 4.3%

b) Chemical raw materials (Note ii b) L TR (B &Ei) 1,994 0.9% 2,759 0.4%

¢) Chemical fiver materials (Note ii) o) {La R (B i) 2,574 5.3% 1,352 3.7%

d) Others d) B - - 32 5.5%

12,341 2.6% 14,136 1.6%

Note i:  Cotton textile materials include cotton, wood pulp, cotton MisE : RHRERERLE AR 18R EmERR
pulp, fabrics and cotton yarn. 4o

Note ii: Chemical raw materials include PET/Nylon chips, PTA and Misti: (E TEBBIEPET BRI PTAK
MEG. MEG -

Note iii. Chemical fiber materials include polyester filament yarn and B o (LBRB RIS KR RGREE -

staple fibers.
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Revenue and gross profit of textile-related products trading
business in 2014 were RMB475.3 million and RMB12.3 million
respectively, representing a decrease of 46.9% and 12.7%
respectively, mainly comprise of the following:

i) Sales volume in cotton textile materials decreased from
approximately 19,800 tonnes to 15,800 tonnes and
the average selling price increased from approximately
RMB11,700/tonne to RMB13,100/tonne. We observed
fewer trading opportunities of cotton in the market during
2014 as compared to 2013 due to the effect of the cotton
reserve policy to maintain stability of cotton price. We
maintained a stable gross profit margin of 3.8% in 2014 as
compared to 4.3% in 2013 in the trading of cotton textile
materials.

ii) Sales volume in a chemical raw materials decreased
from approximately 76,900 tonnes to 38,000 tonnes and
the average selling price decreased from approximately
RMB8,200/tonne to RMB5,800/tonne. We observed fewer
trading opportunities in PET/Nylon chips and PTA in the
market during 2014 as compared with 2013. We recorded a
gross profit margin of 0.9% as compared to 0.4% in 2013 in
the trading of chemical raw materials.

i)} Sales volume in chemical fiber materials increased from
approximately 1,300 tonnes to 2,400 tonnes and the
average selling price decreased from approximately
RMB27,700/tonne to RMB20,500/tonne. Due to the
increase in demand for premium grade polyester filament
yarns for production, trading volume for polyester filament
yarn increased in 2014. We recorded a gross profit margin
of 5.3% as compared to 3.7% in 2013 in the trading of
chemical fiber materials.

MBAEERESESR - —mFEnks
FEMD R A AREA75,300,0007T & AR
12,300,0007T * 9 Al 2 46.9% K%12.7% £Z
BEATEE:

i) 47 R R $5 2 /A 419,800 MA R,
£15,800 M MEHEBHRHNARKE
11,7007C,/ AW = A R#13,1007T,/
AWE - BPERE] BN BEIFIRITER
BEZRIEHEBERRZFE RZ2—N
FAMS LNBLEERARR _-_T—=
ERL - BN —HENRGRE
BOHFBEENE38% M_E—=
FAAH4.3% -

iy AETREAIEEHLKT76,9002 B R
£38,0002M - M EHEBHRHNARKE
8,2007T,/ A MER L = A R#5,8007T,
AW BMERE R —NFATH
LEWPET EREUI A RPTAB# K - F
—ZFRL - BMMNEIRBEZES
EFMER09% M-_ZT—=F850.4% °

iy LA REA S h 41,3002 B 1 A0
F2,400 M MEHEBHODARKE
27,7007,/ AWER 2 = AR #20,50070
SR MM AEENBEKRRANS
g e EHENESER T —N
FHFAIG M - KM RE B 58515
EME53% M —_F—=F8]A3.7% -
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Management Discussion and Analysis (Continued)
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Polyester filament yarn production business 2) HmRHAEEER
Six months ended 30 June
BZ~A=1HLEREAR
Percentage Percentage
2014 of sales 2013 of sales
RMB’000 RHEEN RMB'000 ThIHEEEN
Revenue [ AR®F R Bk AREFT BAW
Differentiated Z5E 117,529 82.4% 122,065 78.4%
Regular 8 25,031 17.6% 33,627 21.6%
142,560 100% 155,692 100%
Six months ended 30 June
BEAA=1HIEAEA
2014 Gross Profit 2013 Gross Profit
RMB’000 Margin RMB’000 Margin
Gross Profit EY| ARBTR EFE ARBTR B[P
Differentiated =il 25,998 22.1% 26,009 21.3%
Regular B8 2,102 8.4% 699 2.1%
28,100 19.7% 26,708 17.2%

Revenue and gross profit of polyester filament yarn production
business in 2014 were RMB142.6 million and RMB28.1 million
respectively, representing a decrease of 8.4% and increase of
5.2% respectively, mainly comprise of the following:

The decrease in polyester filament yarns sales by RMB13.1
million was mainly attributable to the decrease in sales of regular
products of RMB8.6 million. Consistent with our strategy to focus
on differentiated products with higher gross profit margin, the
percentage of the revenue derived from sales of differentiated
polyester filament yarn increased from 78.4% for 2013 to 82.4%
for 2014. As a result, our gross profit margin increased from 17.2%
in 201310 19.7% in 2014.

BHREHKEEEFR-_Z—HFHKRER
EF 23l A AR 142,600,0005T K A R #
28,100,0007T * 7 AllE 2°8.4% [ 38 115.2% + &
BEFUTEE:

Wi = 4 85 S R > AR %13,100,0007T
DNEEZEHREHREMNBEERIARE
8,600,000 T - B EMEFREFER S M ZE
AMEERMOERRE B8 HEEZRb ke RAE
AR EE DR - E— = F78.4%E AN
ET—UFHM82.4% - EIt HRFIMEF =
H-E—ZFM172%ENME_ZT—NFH
19.7% °
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Sales volume in differentiated polyester filament yarn
increased 6.6% from approximately 6,100 tonnes to
6,500 tonnes. The average selling price decreased from
approximately RMB19,900/tonne to RMB18,000/tonne as
we lower the price of differentiated products in order to earn
more market share. Due to the above reason, the revenue
for differentiated polyester filament yarn decreased in 2014.
Despite the decrease in revenue, we also launched new
products during the 1st half of 2014. Since a significant
portion of cost of sales represented raw materials costs
for PET/Nylon chips and POY, the general decrease in raw
materials price benefit our production. We maintained a
stable gross profit margin of 22.1% as compared to 21.3%
in 2013 in differentiated polyester filament yarn.

Sales volume in regular polyester filament yarn decreased
20.7% from approximately 2,900 tonnes to 2,300 tonnes.
Consistent with our strategy to focus on differentiated
products, we sold less regular products during the year
2014. We produced and sold regular products mainly for the
purpose of utilizing our production facilities to keep the plant
and machineries at the best working status and to share
manufacturing fixed costs such as depreciation of plant and
equipment. We maintained a gross profit margin of 8.4% as
compared to 2.1% in 2013 in the regular polyester filament
yarn mainly because we focused production and sales of
certain types of regular polyester filament yarn which have
higher gross profit margin.

= BMb fiim = 44 B 85 = A1 496,100 A BE 1%
116.6% 56,500 M ' FHEBRHAR
#19,9007T /AW D = A R #18,000
TS A RAARMATAZIMEER
NEBRAFREANMSHE - AR L
MER ZRMEkeRANKSEN=-F
—EFFRD - BERTHLD BN
ZE-NFLEFTEETESR - BARK
B 85 & R AR BPET R #E ¥ i+ & POY
BRM B A - R BB E B T %
HEMOEERF - BMOE R Kim
RHBHEBEBTEMNR21% M_F—=
FH521.3% °

BRI G RS/ 2 B 42,900 R BER
20.7%%2,30072 Mg o EL 3 1 F)E 1 = R
TERORBE -3 RARZZ—WF
FARHEENERERRL BMEER
HERHRERTIEATNARMOEER
B - AE RS SR 2R R M A i TAEAR AR
WHBEERBRTEMNAN (IR E &EE
TE) BMNERBRGERGEFTENE
8.4% MZTE—=FRIA21% *ER
HERMBEIREEREEETEEE
FERESHERBRE RS-

Dyeing and processing business RERMIER
Six months ended 30 June
BEAA=THLEAER

2014 Percentage 2013 Percentage
—E-MmE of sales —T-=F of sales
RMB’000 hEHEEN RMB'000 THIHESE
Revenue W& AREFR BAt AREFT BAL
Processing activity MNIEE 44,979 66.4% 39,072 65.3%
Direct sales HERHEE 22,763 33.6% 20,796 34.7%
67,742 100% 59,868 100%




Management Discussion and Analysis (Continued)
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Six months ended 30 June
BEAA=THLERER
2014 2013
—E-MmE Gross Profit —E-=F Gross Profit
RMB’000 Margin RMB’000 Margin
Gross Profit B AR®TR ER= AREBFT EF=
Processing activity MIES 19,065 42.4% 14,964 38.3%
Direct sales ERHE 4,118 18.1% 5,419 26.1%
23,183 34.2% 20,383 34.0%

Revenue and gross profit of dyeing and processing business in
2014 were RMBG67.7 million and RMB23.2 million respectively,
representing an increase of 13.2% and 13.7%, respectively mainly
comprise of the following:

Processing volume in dyeing and processing activity
increased 2.6% from approximately 16,874,000 meters to
approximately 17,305,000 meters. The average processing
income remained stable at RMB2.6/meter in 2014 as
compared to RMB2.3/meter in 2013. We achieved a gross
profit margin of 42.4% as compared to 38.3% in 2013 in
the processing activity because of the economy of scale in
operation of the plant and decrease in costs of production as
part of the energy savings and water recycle initiatives.

Sales volume in direct sale remain stable at approximately
1,989,000 meters in 2014 as compared to approximately
1,930,000 meters in 2013. The average selling price for
direct sale remained stable at RMB11.4/meter in 2014 as
compared to RMB10.8/meter in 2013. We achieved a gross
profit margin of 18.1% as compared to 26.1% in 2013 for
direct sales mainly due to the increase in unit cost of fabric.

R2EMNTIEBR-_ZE—UFNKZIREFND
B A AR #67,700,0007T K A R#23,200,000

I8 :

T O RIEMNI3.2% Kk13.7%  TEBEUTE

FERNMIEHIHNMIEAHLD
16,874,000 3 h12.6% Z #717,305,000
Ko EHMITRAR - E—IEFEHIZIBT
RARM267T,/ K MZT—=FaA
ARM2.37L,/ K- AR BRE 48 r iR &
SOERAEERAR D (AT RIKTER
BEn—89)  RAMMNIESHRGEE
FEA2.4% M —ZF—=F 8| A38.3% °

HEHENHEN T —NFaEET
491,989,000k i —ZE—=F | AL
1,930,000k - E#EEEMNTFHEER
—E-NMEHBERBRERARBI11.4T,
K m-—ZE—=FHAAR%1087T,
KoRMWEEEESRSENE18.1%
M- —=%F014526.1% HEEHRE
KR B8R RK AN 38 b0 AT ER -
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Other (losses)/gains, net

Other net (losses)/gains decreased by RMB1.8 million from gains of
RMB1.8 million for 2013 to losses of RMB0.03 million for 2014, primarily
due to (1) the marking of foreign exchange losses on our accounts
receivables and payables not denominated in RMB (mainly in USD) mainly
related to our trading activities of RMBO0.8 million for 2014 as compared
to foreign exchange gain for 2013 of RMB0.4 million mainly as a result
of (a) the company records net trade payables denominated in USD
on average for 2014, and (b) the depreciation of RMB, our functional
currency, against USD during 2014, leading to foreign exchange
losses resulted from net trade payables in USD; and (2) a decrease in
commission income of RMBO0.5 million received in 2014.

Selling expenses

Hito (B518) /W F 48

Hip (B518) M FEA T =—FHRSARE
1,800,0007T 8 4 A R #1,800,000t & — T — P 4F
R EIE AREE30,0000 EBHR (1R —UF -
REBRESEDTFEENTIFUARE (ZE
ZET0) FHE R FE WURR 31 K& B A BR B ER 1S IMNE B 1B A
R ¥800,0007T M — T —=FHBINERFZARE
400,0007C EZ2HR @A R TR T —MFEHFI
ENFENEZRENFIEFE  ROR T —HF -
B EE AR EELEE  EHUAETTE
ENESENFEBFEEEINESE RQRZE
— MU BB 2 A & AR > A R #500,0007T ©

HERX

Six months ended 30 June
BEASA=1THLEAHEA

2014 2013
—E-MmF —E—=F
RMB’000 RMB’000
AR¥T R ARBTT

Selling expenses total HER @5

7,956 9,706

Selling expenses decreased by RMB1.8 million, or 18.0% from RMB9.7
million for 2013 to RMB8.0 million for 2014, primarily attribute to
decrease in transportation and storage cost as we conducted more
intermediary trade during 2014 in which we purchased goods from
overseas and then sold to our customers outside the PRC, and on
average we incurred less transportation and storage costs by conducting
intermediary trading than importing or trading within the PRC.

Administrative expenses

HEMIZH =T — =41 AR9,700,0007T & 4
AR #1,800,0007T518.0%%E — T —M4FEMH AR
8,000,000t FZHRERMHEEFRIML 2
AEMR T —NFETHELZE SIS REN
B BMBENINREEMTEELE FHRMD
BINEE  mEHAmME  RIETENESEEANE
BRHERAREOKERNE 5 HESH RFFRA
Ko

ITHRREX

Six months ended 30 June
BEASA=1THILEAEA

2014 2013
—E-mFE —T—=F
RMB’000 RMB’000
AR¥TR AREFTT

Administrative expenses total 1THRZ %8

19,736 18,598
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Management Discussion and Analysis (Continued)

Administrative expenses increased by RMB1.1 million, or 6.1% from
RMB18.6 million for 2013 to RMB19.7 million for 2014 primarily due
to (i) the increase in staff costs to reward employees as a result of the
improvement in profitability of the Group for 2014, and (i) increase in
professional fees and auditors’ remuneration of RMB1.4 million, offset by
the decrease in listing expenses of RMB4.3 million.

Finance costs, net

Net finance costs decreased significantly by RMB6.9 million, or 71.6%
from RMB9.7 million for 2013 to RMB2.8 million for 2014, primarily due to
decrease in interest expenses on bank borrowings by RMB10.3 million,
mainly as a result of the decrease in bank borrowings of RMB163.5
million from 31 December 2013 to 30 June 2014 according to our
strategy to repay bank borrowings with excess cash balances during
2014, offset by a decrease in interest income from cash and cash
equivalents and restricted cash deposits of RMB2.7 million mainly as a
result of decrease in the aggregate balance by RMB153.7 million from 31
December 2013 to 30 June 2014.

Profit before income tax

Profit before income tax increased from RMB25.0 million for 2013 to
RMB33.1 million for 2014 by RMB8.1 miillion or 32.5%, which was mainly
due to (1) decrease in net finance costs by RMB6.9 million, and (2)
increase in gross profit by RMB2.4 million.

Income tax expenses

Income tax expense increased by 40.3% from 2013 to 2014, which was
larger than the increase of profit before income tax of 33.1% due to the
accrual for withholding income tax for 2014.

Total comprehensive income

As a result of the foregoing, our total comprehensive income increased
by RMB6.0 million, or 31.5% from RMB19.0 million for 2013 to RMB25.0
million for 2014. Our net profit margin before interest and tax and net
profit margin increased from 3.1% and 1.7% respectively for 2013 to
5.2% and 3.7% respectively for 2014, mainly as a result of decrease
in net finance costs and our increased gross profit margin from 5.5%
t0 9.3% due to the improvement of gross profit margin of production
activities.

B E MM (&)

THHAXHAZZE —=FK AKR%18,600,0007T 1 i
AR #1,100,0007c 6.1 %E —F—MEN AR
19,700,000 ' FEHR () ERAEENR T —MF
NEFNZE AEBES 8 TAAAEMN Mi)FZE
& A &A% 2EM BN & 42 0 A R #51,400,0007T © JH4E £
B SR A A R #4,300,0007T 1K $5 BT8R

B & R AN F R

BERANFEA T —=FHARY9,700,0007T KX
185 4 A R #6,900,00070871.6%E —E— I EH
AR #2,800,0007T © £ E R RITERFEFH R
D AR¥10,300,00070 EERAABRIEAEE R =
T-MFRBETUBEIINESEHESRITERZE
BLETERE - E—=F+_A=+—HE_Z
—MmF XA =+ B AREE163,500,0007T M #H
FERRR-E—=F+-A=+—HBE-_ZT—MF
NA=TH - #HeEE > AR%153,700,0007T

ReE MRS EEYRZRHIESFRZFBBAR
2 AR #2 700,0007T AT K $5 ©

BR P 16 Bt B g

BRATEHAEN B - —=F 8 A R#25,000,000
JC I 0 A R #8,100,0007T 532.5% F — T — Y 4
# A R #33,100,0007T * = 2 AR (1)@ & B A %
R A AR #6,900,0007T & (2)F F AR
2,400,0007T FT 2K »

FrERRx

ST T =2 - —MFHMN40.3%"
BT AR RNE FIHIEIE33.1% TR - —M0
FRTENAMS R RIBATE

mEWERE

HREMRERE KNGS RERER S —=F
f A R #19,000,0007T 1 11 A R #6,000,0007T 8k
31.5% = ZT—HF /M ARY25,000,0007T « H A
BRAERMIEAMANERMFNESFH-_E—=F
B3.1%%1.7% A E B —ME#5.2%%3.7% *
EHRBMERNFERLDURBPNERNRRA A E
SEBMEF EK e ZEHR5.5% FFF E9.3%FF B o
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Property, plant and equipment

Property, plant and equipment as at 30 June 2014 decreased by RMB3.8
million, or 2.9% as compared to 31 December 2013, mainly attributable
to depreciation of RMB4.7 million offset by additions of RMB1.2 million,
mainly for plant and machinery for production.

R-E—NFENA=ZTHEHNDE BELREE =
E—=F+=ZA=+—HREP ARMS,800,0007T 3k
2.9% EEZHNRITEARE4L,700,000tHAEEE
BRAEENRE &3 A R%1,200,0007T BT 85 AT
g(o

Inventories FE
30 June 31 December
2014 2013
—E-NF —E—=
AB=+H +=ZA=+—H”
RMB’000 RMB’000
ARBT R ARBTF T
Trading inventories BHHIFHE 60,311 84,268
Finished goods SR 16,057 20,093
Raw materials R % 22,935 11,752
Work in progress P 2,738 3,044
102,041 119,157
Less: provision A BE (8,116) (5,995)
93,925 113,162
Inventory turnover days (Note) FEES B & (M) 27 days H 27 days B

Note: Inventory turnover days equals to the average of beginning and ending
inventory balances of the period divided by revenue of the year and
multiplied by the total number of days for the respective period.

Inventories as at 30 June 2014 decreased by RMB19.2 million, or 17.0%
as compared to 31 December 2013, mainly due to decrease in trading
inventories by RMB24.0 million as a result of decrease in trading revenue
by RMB420.5 million for 2014 as compared to 2013.

Inventory turnover days remain stable at 27 days for six months ended 30
June 2014 and 27 days for year ended 31 December 2013.

s FEREESBSRBNRIARFEEBRNTY
HEAFA NS BRIAS HE N ERE

RZE—NESA=+HNGEER-_Z—=F+=A
=+—HBEP AREE19,200,0007T817.0% ' T EH
RESEFER-_Z—NFNEFIRER_T—=F
B> AR #420,500,0007T i & 4 A R #24,000,000
TLRT B

REBE-_Z—NFEFAZ+HIENEA FEFAER
FIEFHEER27E mEE T Z=ZF+-A=1+—
BiEFERIA27H -

52 Yongsheng Advanced Materials Company Limited e Interim Report 2014



Management Discussion and Analysis (Continued)

BEEN®BEAMN ()

Trade and bills receivables EZRBFERERREE

30 June 31 December
2014 2013

—B-nF —
ANA=+H +=-—A=+—H
RMB’000 RMB’000
ARETT ARBEF T
Trade receivables S RE 64,778 94,006
Bills receivable e E IR 51,468 37,207
116,246 131,213
Less: Provision for impairment WO ERE (5,548) (5,108)
Trade and bills receivables — net ESRWRE R EREE - FEE 110,698 126,105
Debtors’ turnover days (Note) FEUBR R B £ (M) 20 days A 32 days H

Note: Debtors’ turnover days equals to the average of the beginning and
ending trade receivable balances of the period divided by revenue and
multiplied by the total number of days for the respective period.

Trade and bills receivable as at 30 June 2014 decreased by RMB15.4
million, or 12.2% as compared to 31 December 2013, mainly attributable
to the decline in revenue by RMB425.2 million for the six months ended
30 June 2014 as compared to the six months ended 30 June 2013 as a
result of decrease in trading revenue.

Debtors’ turnover days decreased from 32 days for year ended 31
December 2013 to 20 days for six months ended 30 June 2014 mainly
due to the decrease in trade receivable by approximately 33.4% due to
changes in method of settlement by bills receivable, offset by decline in
revenue for the first half of 2014 by approximately 38.3%.

BEE: FEUWGRRAE B RSN YRR E 5 UK
BESNTPHBRUKEBRASHENER
2o

R-E—NENAZTHNESERRERER
EER_ZE-—=F+-_A=+—BRELAEE
15,400,000703%12.2% T ZHRBE T —NF
ANAZTHELEANBAMKSEE S MR D mER
HE-_ZT—=ZF"A=ZTHLABARLARKE
425,200,000 T FTEL

EREZEAEEHHBEE T =F+t_-_A=+—
HIEFEZRATREBEEZE_ZT—MFA=1TH
WEAREAZ208 FEHREKRE S RIBE U ER
EREE 2 AREH MR D H33.4%  WERR =T
— PO £ FUAR L #138.3%FT 4K S5 AT B
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Trade and bills payables

BESRAIRERENRE

30 June 31 December
2014 2013
—E-QmEF %=
AB=1H +=-A=+—8
RMB’000 RMB’000
AR¥ET R AREFIT
Trade payables B SR RIE 81,753 116,829
Bills payable AN 12,904 =
94,657 116,829
Creditors’ turnover days (Note) FEER R B £ (M) 31 days A 43 days B

Note: Creditors’ turnover days equal to the average of the beginning and
ending trade payable and amounts due to related parties balances of
the period divided by cost of sales and multiplied by the actual number
of days in respective period.

Trade and bills payable as at 30 June 2014 decreased by RMB22.2
million, or 19.0% as compared to 31 December 2013, mainly attributable
to the decline in revenue by RMB425.2 million for the six months ended
30 June 2014 as compared to the six months ended 30 June 2013 as a
result of decrease in trading revenue.

Creditors’ turnover days decreased from 43 days in 2013 to 31 days in
2014, mainly due to decrease in trading revenue during period resulted in
the decrease in trade payable by 30.0%, offset by decline in cost of sales
for the period ended 2014 by approximately 40.7%.

Prepayments, deposits and other receivables

Prepayments, deposits and other receivables increased from RMB20.1
million in 2013 to RMB44.7 million in 2014 due to: (i) increase in
prepayment to suppliers of RMB21.5 million by Hangzhou Yongsheng
Trading, mainly for chemical fiber products; and (i) prepaid construction
costs for the new production facilities in Nantong Yongsheng amounted
to RMB4.9 million.
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Management Discussion and Analysis (Continued)

Advances from customers

Advances from customers increased from RMB8.1 million as at 31
December 2013 to RMB18.1 million as at 30 June 2014 by RMB10.0
million mainly as increase in advances from customers for sales of
chemical fiber products in 2014 where we received letter of credit from
customers and converted part of them into cash before the completion of
sales, which also contributed to increase in advances from customers.

Capital structure

The Company’s issued share capital as at 30 June 2014 is
HK$4,000,000 divided into 400,000,000 shares of HK$0.01 each.

The Group adopts a prudent treasury policy, and its debt to equity
ratio (calculated by dividing the total interest-bearing borrowings
by total equity) as at 30 June 2014 was approximately 21.0% (31
December 2013: approximately 69.9%). The current ratio (calculated
as current assets divided by current liabilities) as at 30 June 2014 was
approximately 1.86 times (31 December 2013: approximately 1.48
times).

BEEN®BEAMN ()
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Management Discussion and Analysis (Continued)
ERETwmEIN (&

Liquidity, financial resources, and use of the IPO
proceeds

As at 30 June 2014, the total amount of the borrowings by the Group
was RMB58.1 million (31 December 2013: RMB221.6 million). All bank
borrowings were at fixed interest rates (31 December 2013: RMB47.0
million were at fixed interest rates). The Group settled borrowings in
the amount of approximately RMB163.5 million for the six months
ended 30 June 2014. The Group'’s cash and bank balances, including
restricted cash, amounted to RMB131.3 million (31 December 2013:
RMB284.9 million). The Group has received net proceeds of HK$81.5
million (approximately RMB63.7 million) from issuance of ordinary shares
under the share offer on 27 November 2013. The Group has utilised
approximately RMB23.4 million of the net proceeds as at 30 June 2014
and intends to apply the remaining net proceeds in the manner consistent
with that disclosed in the announcement of the Company dated 26
November 2013 in respect of the share offer.

USE OF IPO PROCEEDS
LHRAEREAR

REBES BEERRERXR
MIE A ®

NRABREMRSE

EA P—tlﬁz/\ﬂ "f’El $‘§@E’J1ﬁm %EF',A
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AR #221,600,0007T) < FT B R 178 R BiEE
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47,000000%7%%&!%%;%5) AEBEEZ
E-NENAZTHLEANFEABEEROARE
163,500,000t - AEEMR S RIRITHE B (B
SZRERE) A ARE131,300,000c (ZF—=4F
+=-—A=+—8: AR#¥284,900,0007T) - "&EETE
RZBE—=F+—AZ++tBRIBERHBER
17 % 3B A% /9 BT 1S 3R I8 %881,500,0008 70 (WA R
#63,700,0007T) - A EBR =T —WFA=1+H
BEABRIEFELN ARE23,400,0007T W #I%
HABA-T =F+— A=+ BNBEBRNHE

EZRMAEEE —BN T ABAKRTAEREF
B

Expansion of the production capacity of differentiated polyester

filament yarn (Nantong Yongsheng)

e Will be used for building of additional production lines and acquiring
the production equipment and machines in order to increase the
production capacity of our Nantong production facilities, mainly used
for the production of differentiated polyester filament yarn

BARERML R RAER (BBEKR)

o HAREBEINEERRBAEESRG RS DILINEEEERE
WER (FZAREEZIRERA)

Dyeing)

(KERE)

o AR MIEENRBEFKE

Increasing the processing capacity and improving the waste
water treatment system and energy savings system (Yongsheng

e Will be used for increasing the processing capacity and improving the
waste water treatment system and energy savings system

RENIEIRIERCRIENTKEERARBERS

BRERETEE RS

business

B 5
B85

Strengthen our research and analysis capabilities and business
development capabilities in textile-related products trading

e Will be used to recruit more research analysts to research on the
market price trend of textile-related products. We also have plan to
send our staff members to seek out potential suppliers and customers
for our trading business

EGHEEERESEBNMR IMRERRERED

. HﬂﬂﬁAEﬁﬁ
TRKiIEE T AT

T B AR LA AR R A m A T (BB S IhatEl
EEYEBEREALEP

General working capital and other general corporate purposes

e Will be used for general working capital and other general corporate
purposes of our Group
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Management Discussion and Analysis (Continued)

Pledge of Group’s assets

As at 30 June 2014, bank borrowings of RMB37,000,000 were pledged
by buildings with net book value of RMB35,730,000 and land use rights
with net book value of RMB12,480,000.

Operating lease commitments

The Group’s future aggregate minimum lease payments to be paid under
non-cancellable operating leases were as follows:

BEEN®BEAMN ()

SEEERMA

R-ZZE—WFERNA=1+H"  AR¥37,000,0007THIR
TR T AR E A A R 35,730,000 £ F
N R R {E A AR E12,480,0007T A £ #b 18 B #E/E
A o

REHEANEE

AEBERBETAIZHELHROBTFINNORRKE
MEMNRAEELT

As at As at
30 June 31 December
2014 2013
R-E—DOF R=_FE—=
NA=Z+HE +ZA=+—H
RMB’000 RMB’000
ARETR AREFT
Not later than 1 year TER—%F 1,126 1,066
1 -2 years —FEWMF 1,027 596
2 — 3 years FEE=F 136 399
2,289 2,061
Capital commitments and contingent liabilities EXRERERSIAEE

As at 30 June 2014, the Group has no material capital commitments or
contingent liabilities.

Material acquisition and disposals

Save as disclosed in note 21 of the interim financial information, the
Group did not have any material acquisition or disposal of subsidiaries or
associates during the Period under Review.

Exposure to fluctuations in exchange rates and
related hedge

Most transactions of the Group are settled in Renminbi (‘RMB”) since
the operations of the Group are mainly carried out in the PRC, and the
major subsidiaries of the Group are operating in a RMB environment and
the functional currency of the major subsidiaries is RMB. The reporting
currency of the Group is RMB. The Group carried on trading of textile
products from overseas and most of the transactions were settled in
United States Dollars.
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Management Discussion and Analysis (Continued)
BIRE R RO (&)

The Group’s cash and bank deposits are predominantly in RMB. The
Company will pay dividends in Hong Kong Dollars if dividends are
declared. The Directors are of the view that RMB is relatively stable
against the other currencies and the Group will closely monitor the
fluctuations in exchange rates, and that hedging by means of derivative
instruments is therefore not necessary. RMB is currently not a freely
convertible currency. A portion of the Group’s RMB revenue or profit may
be converted into other currencies to meet foreign currency obligations of
the Group such as the payment of dividends, if declared.

Employee benefits and remuneration policies

As at 30 June 2014, the Group had a total of 539 employees (31
December 2013: 504). The employees of the Group were remunerated
based on their experience, qualifications, the Group’s performance and
the prevailing market conditions. During the Period under Review, staff
costs (including Directors’ remunerations) amounted to RMB22.7 million
(80 June 2013: RMB19.0 million). Moreover, the share option scheme
of the Company (the “Scheme”) was adopted on 7 November 2013 to
retain staff members who have made contributions to the success of the
Group. During the Period under Review, no share options were granted
to any persons including Directors or employees of the Group under the
Scheme. As “Learning” is part of our corporate motto, we organized
periodic internal and external trainings to our employees.

As required by the PRC regulations on social insurance, the Group
participates in the social insurance schemes operated by the relevant
local government authorities which include retirement pension, medical
insurance, unemployment insurance, industrial injuries insurance and
maternity insurance.

Significant investments held

There were no significant investments held by the Company as at 30
June 2014,

Dividend policy

The Board does not recommend the payment of interim dividend for
the six months ended 30 June 2014. The Board intends to commence
paying appropriate dividends in subsequent financial periods on the
condition that the Company’s business operations, financial and
cashflow position, capital expenditures and other related considerations
are appropriate. In particular, the Company must be assured that financial
resources available at that time will be sufficient to achieve sustained and
favourable long-term growth and completed investment projects that will
create shareholder value.
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PURCHASE, SALE AND REDEMPTION OF
THE LISTED SECURITIES OF THE COMPANY

There was no purchase, sale or redemption of the Company'’s listed
shares by the Company or its subsidiaries during the Period under
Review.

CORPORATE GOVERNANCE CODE

The Board has adopted and has complied with all the code provisions
of the Corporate Governance Code (the “Code Provisions”) set out in
Appendix 14 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) during the Period under Review.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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

AUDIT COMMITTEE

The Audit Committee currently comprises three independent non-
executive directors, namely Ms. Wong Wai Ling (Chairlady), Mr. Shiping
James Wang and Dr. Wang Huaping. The Audit Committee has reviewed
the unaudited interim results and this interim report of the Group for
the Period under Review and discussed internal controls and financial
reporting matters with management. The Audit Committee was of the
opinion that the preparation of the unaudited interim results complied with
the applicable accounting standard and requirements and the adequate
disclosures have been made.

Other Information
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Other Information (Continued)
B &k (&)

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 30 June 2014, interests or short positions in the shares of the
Company (the “Shares”), underlying Shares and debentures of the
Company and any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (“SFO”)) held by the
Directors and chief executive of the Company which have been notified
to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions which were
taken or deemed to have under such provisions of the SFO) or have been
entered in the register maintained by the Company pursuant to section
352 of the SFO, or otherwise have been notified to the Company and the
Stock Exchange pursuant to the Model Code are as follows:

(A) Long position in the Shares

Name of Director

EEHSR

Capacity/Nature

51 1HE

EERBETRARRRE HHR
ARERRERRER

RZE—MOFASA=+H BEERARRNESITE
ABRADERG (TARH 1) AN A 8 5 A (E Al FE Bk
EE(EERFHRBEGAN ([FBHFRPEEKRM])
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ERSRAR DT ¢

(A) RIRB 2R

Number of
Shares held/  Percentage of
interested shareholding

fiks/ #E
EREROEE REBSL

Mr. Li Cheng (“Mr. Li”) (Note)
FHMEE ([F54E]) (M)

Note:

XiREE s

Mr. Li beneficially owns approximately 79.61% of the issued
share capital of Ever Thrive Global Limited which in turn,
beneficially holds 206,471,700 Shares. Therefore, Mr. Li is
deemed or taken to be interested in all the Shares held by
Ever Thrive Global Limited for the purposes of the SFO. Mr.
Li is the sole director of Shun Sheng Global Limited and
Shun Sheng Global Limited is accordingly accustomed to
act in accordance with Mr. Li’s directions. Therefore, Mr. Li
is deemed or taken to be interested in all the Shares held by
Shun Sheng Global Limited for the purposes of the SFO. Mr.
Liis also the sole director of Ever Thrive Global Limited.

Interest in controlled corporations

300,000,000 75%

Miz: FEEEZHEBERRIRBERBRAALN
79.61%MEEITRA - MIEAIRERER A
Al B 45 5206,471,7000% 8% 17 ° Bt 0 4R
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RERIRBRERARFENE RGP
AR ETREBIBEIRRER QTN
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Other Information (Continued)
HhExR (&)

(B) Long position in shares of associated (B) AEEEZERMDZIFR
corporation

Number of Approximate

Name of Associated shares held/  percentage of

Name of Director Corporation Capacity/Nature interested shareholding
¥ BB RERLD

EEng HEEEEE B HE EERHEE Bat
|
Mr. Li Ever Thrive Global Limited Beneficial owner 371 79.61%
B HEIRFBRA A EmEAA
Apart from those disclosed herein, as at 30 June 2014, none of the BAXFEREN RZFE—EHFAA=T
directors nor the chief executive of the Company had any interests A EFSARANERITRABTERAR
or short positions in any of the Shares, underlying Shares or RIS HAMEEEZE (ERRBHFRIAE KA
debentures of the Company or any of its associated corporations R EEARMDIEEITEEREES R
(within the meaning of the SFO) that is required to be recorded and H S &) 535216 B it AR G At My & 22 it R
kept in the register in accordance with section 352 of the SFO or B ER R OA R @ SRR EEFAEHNE R
any interests required to be notified to the Company and the Stock NE R EE R TR R

Exchange pursuant to the Model Code.
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Other Information (Continued)

HAER ()
SUBSTANTIAL SHAREHOLDERS’ AND FERRREMALTRRO REBER

OTHER PERSONS’ INTERESTS AND SHORT MzRERKXR
POSITIONS IN SHARES AND UNDERLYING
SHARES

As at 30 June 2014, so far as is known to the Directors, the following R-ZE—WENAZTH BEEMM UTAL
persons (other than a Director or chief executive of the Company) had or (BEFHARANESTRABRIN EESER A
were deemed or taken to have an interest or short position in the Shares HEERBRDIBERODPHEEREFSF LBAEK
or underlying Shares which would fall to be disclosed to the Company P ZEXVES 282 K35 BB #Y 15 LR M 2N A &) R Bt 22 BT 4%

and the Stock Exchange under the provisions of Divisions 2 and 3 of Part BERRERSOXE
XV of the SFO:
Number of Approximate
Shares held/  percentage of
Name of shareholder Capacity/Nature interested shareholding
fiis/ #E REBL
RRER B tHE EEROE Bt
Ever Thrive Global Limited Beneficial owner 206,471,700 51.62%
EEEIR AR D E EnEAA
Shun Sheng Global Limited Beneficial owner 93,528,300 23.38%
B IRIRA R A A EmBEAA
Ms. Chen Fangain (Note) Interest of Spouse 300,000,000 75%
BRI At (KEE) BB 2 e
Nice Investments Limited Beneficial owner 32,000,000 8%
BEREERAA EmEAA
Note: ~ Ms. Chen Fanggin is the spouse of Mr. Li. Therefore, Ms. Chen Mizr: MBRSAFLZLATHREMNRE Hit SHEHLE
Fanggin was deemed, or taken to be interested in all the Shares BEERAIME REFEXTHBERREIEREL
which are interested by Mr. Li for the purposes of the SFO. EHAERENEEROPHEE#ELRS-
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SUBSTANTIAL SHAREHOLDERS OF THE
COMPANY'’S SUBSIDIARIES

Huvis Corporation holds 30% of the equity interest in Hangzhou Huvis
Yongsheng Chemical Fiber Limited as at 30 June 2014. For detalils,
please refer to the paragraph headed “Yongsheng Chemical Fiber” set
out in the section headed “History and development” of the prospectus of
the Company dated 15 November 2013 (the “Prospectus”).

SHARE OPTION SCHEME OF THE COMPANY

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

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

Other Information (Continued)
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Other Information (Continued)
EipER (&)

The Company shall be entitled to issue options, provided that the total
number of Shares which may be issued upon exercise of all options to
be granted under the Scheme and any other share option schemes of
the Company must not exceed 10% of the shares in issue on the listing
date of the Shares on 27 November 2013. The Company may at any
time refresh such limit, subject to the shareholders’ approval and issue
of a circular in compliance with the Listing Rules, provided that the total
number of Shares which may be issued upon exercise of all outstanding
options granted and yet to be exercised under all the share option
schemes of the Company does not exceed 30% of the Shares in issue
from time to time. The total number of Shares issued and to be issued
upon exercise of the options granted to each participant (including both
exercised and outstanding options) in any 12-month period must not
exceed 1% of the Shares in issue unless approved by the shareholders
of the Company and issue of a circular and all other information in
compliance with the Listing Rules.

An option may be exercised in accordance with the terms of the Scheme
at any time during a period as the Board may determine which shall not
exceed ten years from the date of grant subject to the provisions of early
termination thereof. As at 30 June 2014, the total number of securities
available for issuance under the Scheme was 40,000,000 Shares, which
represented 10% of the issued share capital of the Company. From 1
January 2014 to 30 June 2014, no share option was granted, exercised,
cancelled or lapsed and there was no outstanding share option under the
Scheme as at 30 June 2014.

APPOINTMENT AND RESIGNATION OF
DIRECTORS

With effect from 19 August 2014, Mr. Duan Xiaoping resigned as the
independent non-executive Director, the member of the audit committee,
remuneration committee and nomination committee of the Company.
Details of the resignation are set out in the Company’s announcement
dated 19 August 2014.

With effect from 19 August 2014, Mr. Wang Huaping was appointed
as the independent non-executive Director and member of the audit
committee, remuneration committee and nomination committee of
the Company. Detail of the appointment are set out in the Company’s
announcement dated 19 August 2014,
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