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CORPORAIE PROFILE
REIEST

Yangtze Optical Fibre and Cable Joint Stock Limited Company*
is the largest optical fibre preform supplier and the second
largest optical fibre and optical cable supplier in the world. The
Company primarily manufactures and sells optical fibre preforms,
optical fibres and optical fibre cables with various standard
specifications that are widely used in the telecommunications
industry. The Company also designs and produces specialty
optical fibres and cables, including specialty integration systems,
engineering design and service that are customised to customers’
specifications. The Company has the most comprehensive
optical fibre and cable product portfolios, and provides a wide
range of optical fibre and cable products with relevant solutions
for the global telecommunications industry and other sectors,
including utilities, transportation, petrochemical and healthcare.
The Company provides high-quality products and services in
more than 50 countries and regions.

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

The H shares of the Company were successfully listed on the
Main Board of the Stock Exchange on 10 December 2014,
As of 31 December 2014, the total number of issued shares
of the Company was 639,462,598 shares, among which
339,697,794 shares were H shares and 299,764,804 shares
were domestic shares.

*  For identification purposes only
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FINANCIAEHIGHEGHTS
BEHE

For the year ended 31 December 2014, the Group's operating
results were as follows:

Total turnover was RMBS5,676.8 million, increased by
approximately 17.6%.

Gross profit and gross profit margin were RMB1,087.6
million and 19.2%, respectively.

Profit for the year atfributable to equity shareholders of
the Company was RMB466.3 million, increased by
approximately 12.4%.

The Group's turnover from domestic business increased by
approximately 17.7%, when compared with the prior year.
The Group's overseas turnover increased by approximately
16.2%, when compared with the prior year.

The Board recommended a final dividend of RMBO.166
(before tax) per share.
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FINAN |IGHLIGHTS (Coniinued
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FINANCIAL HIGHHGHTS (Corined

BEEE (@)

FOUR-YEAR FINANCIAL SUMMARY

ILES S S

Year ended December 31
BE+-A=+—-HLEE

2011 2012 2013 2014
—F—F ZT-Zf ¥ —T-0OF

Operating Result Bexm

Gross profit margin EARZE 17.8% 18.5% 21.1% 19.2%

Net profit margin EF 8.2% 7.6% 8.6% 8.2%

Return on equity!! & S B 3 R 22.9% 22.1% 25.5% 21.0%

Financial Position BRI

Net cash from operating activities LSRN EE IR SR 5

(RMB'O00Q) (AREFIT) 504,461 496,196 431,146 200,177

Total assets (RMB'000) BERFEARE T T) 3,496,859 4,008,444 5,007,731 6,591,116

Total non-current assets (RMB'000) FEREBEEETE
(AR FIT) 1,495,734 1,684,782 1,713,461 1,979,214
Total current assets (RMB'0O00) TRENEEAARE
(ANR#TIT) 2,001,125 2,323,662 3,294,270 4,611,902
Total liabilities (RMB'000) BEABARETT) 1,052,605 2,257,246 3,498,079 3,679,625
Total non-current FERBAERER
liabilities (RMB'000) AR T T 448,761 184,848 897,859 1,095,358
Total current B EEER
liabilities (RMB'000) AR TT) 1,503,844 2,072,398 2,600,220 2,584,267

Net Assets (RMB'O00) FEEARETT) 1,544,254 1,751,198 1,509,652 2,911,491

Gearing ratio BEENE(FE 51.6% 43.0% 47 4% 16.3%

Working Capital Cycles EEESAEN

Average frade and bills receivables ¥ EUIR R R EiE

furnover days'? IBEEN 111.8 99.6 110.8 104.6

Average frade and bills payable FHREMIRR N ER

turnover days®® SN E 40.1 47 .2 66.0 56.2
Average inventory turnover days® FHFEFEE R 32.9 34.6 55.6 56.4
Operating Efficiency EEMNE(ERABS L)

(percentage of revenue)

Se|ﬁng expenses HEEMA 2.2% 2.0% 2.3% 2.2%

Administrative expenses EEEA 9.0% 9.0% Q.1% 7.8%

Net finance costs FELE AR 0.5% 1.3% 0.8% 0.8%

Effective tax rate HERBE 8.6% 9.0% 11.7% 13.2%

(1) Calculated using the profit for the year divided by average total equity (1) A 29 )88 Bk DA 4F [ P 49 RE 25 4R RR R A 1 00% 5T
on an annualized basis, multiplied by 100%. -

(2) Average frade and bills receivables turnover days are based on the (2) T RKIER R REBE R EIRESR R LR IE
average balance of trade and bills receivables divided by turnover B 49 45 R R A MR R E MO MR A B IR PABOS KT
for the relevant year and multiplied by 365 days. Average balance is B o BEFENTHERRFEREFRER
calculated as the average of the beginning balance and ending balance B TFEEE o
of a given year.

(3) Average frade and bills payable turnover days are based on the (3) THERNERRZBBEREIRENERRRIE
average balance of trade and bills payable divided by cost of sales BP9 AE AR AR R SR AV B B AR AN SR LA36S
for the relevant year and multiplied by 365 days. Average balance is Ritl - REFENHTHEBRFVNEBREFR
calculated as the average of the beginning balance and ending balance BRI IHEETE
of a given year.

(4) Average inventory turnover days are based on the average balance of (4) FHEEBERBIRTHFEEARRIABBTE

inventory divided by cost of sales for the relevant year and multiplied
by 365 days. Average balance is calculated as the average of the
beginning balance and ending balance of a given year.

BV E R AR B RIABOSRATE « HEFERNTH
BRI EEHRFREHNTHUEE -
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CHAIRMAN'S STATEMENT
EERME

To our shareholders,

2014 marked the first year of the Company as a publicly
listed company. We have accomplished our annual operation
targefs and fulfilled our commitments to the shareholders. We
fully utilised our production capacity at our maximum. Our sales
volume reported a record high by reaching 100.47 million fkm
in total for optical fibre preforms, fibres and cables. Our tumnover
increased by 17.6% and the net profit atiributable to equity
shareholders of the Company for the year increased by 12.4%
and reached RMB5,676.8 million and RMB466.3 million,
respectively. Our earnings per share was RMBO.95.

In 2014, we seized the arising opportunities of the rapid
growth in both domestic and global telecommunications
markets, including the increasing popularity of 4G network
and the implementation of “Broadband” national strategy
by various countries and regions. Focusing on improving
our core competitiveness, we have also initiated a series of
strategic formation and measures so as to ensure the continuous
improvement in our annual operational results and built up solid
foundations for our future development.

BALIRIR -

“E-ERARRLETHITE - RFEE
SRR TEERERE BT THREREHK
RV - LERARERSI THRARIEE
MAE - EEHERELHS @ LHBAR
B READCERREEED 10,0478 A
B WARARREm A ARG FRFER
BRI RT17.6%812.4% - D RIZERT
AR¥S 676 8BBTMARKA466.38E
T BRAFNRARKEOCQST -

—E-E - EHEANNEETERER
MR - BERACHE RERNRZBE KMt
ERTEREBENER  ANQRESTEH XK
RAROLBEEN » RRET — 27 BB M R E
B TERRTAFELEZXENFER
Tt BRARBEREE T REMNER -
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CHAIRMAN"S STATEMENT (Coniinved)
EERTBE (M)

First of all, we further improved our product structure and better
positioned ourselves in the industry and market: we nearly
complefed the construction of YOFC Science & Technology Park
Phase 1 in the Wuhan East Lake High-Tech Development Zone.
In addition fo the expansion of our cable production capacity,
we improved our production lines to make it more adaptive to
different customers’ needs both domestically and globally by
enhancing their flexibilities on the production of different product
specification. We also initiated the planning stage of the Phase
2 of YOFC Science & Technology Park. With the idea of cyclic
economy, we will build another production base for optical
fibre preform as well as the relevant key chemical and raw
materials for use in the production of optical fibre preforms, fibres
and cables. We will further strengthen our full industrial chain
operation and vigorously improve our competitive advantages in
core products, especially optical fibre preforms.

Secondly, we accelerated the developments of alternative
production processes of optical fibre preforms and additional
types of optical fibres with new applications. We have
successfully completed the pilot production of the alternative
processes of optical fibre preforms and will commence the
commercial production soon for optical fibre preforms. As such,
we are able to adopt multi-process routes. In addition, we
successfully developed G.657.B3 fibre which is mainly used
indoor or in infensive cabling, ultra low attenuation G.652 &
G.654 fibres which are mainly used in long haul frunk networks,
and bend insensitive OM4 and OM4+ fibres which are mainly
used in the construction of data centers.

Thirdly, we took a step further on internationalisation. We
initialised an optical cable joint venture in Myanmar in
December 2014 and an optical fibre joint venture in Indonesia
in early 2015. Meanwhile, we set up 8 overseas offices in South
Fast Asia, Africa and South America. By getting closer to our
customers, we improved our export sales volume by 35.9% and
our export turnover by 17.2%, accordingly, which established a
solid foundation for our future development in overseas market.

F— E-—TEBERGEBNERMR KX
RAEMFAERNRRERE—HREE &I
ST o [RBEARNRREERRSI - TFITHE
LEER AR nEBEARNEPNHE
KEREE T RRBSE_HEE - §Z
ERBRERCEBEEURHEN A CET
ECTRMHEEREN  E—FTMABRESE
BEE  ARNEAARAERZOERLE
ENHBRENHEFES -

FEZ MR TAETREER T EMIIEAE
FERFTEL N - KEREERTEIR
MEK P ALEETSIRARNRELELE -
EAXBRZTERG  KNRAETHARE

AEEMEHC.657 BIKE - BANKRER
MERNBERBABGC.052 & G.6540 K
BB DR ATUE sOMATMOMA+ LA ©

F= BHTHEBREWREAR - KR_-F
—HFE+T_AON_FT—RFND IR
TEABARINAEEARELARAMNENERE
ATRYMAHAERRNIER AR 2
FERED: - FENMBERESL T \EEIMNE =
EoBBE—FUOTR  EARFEMNN
BIBELOEMBEER D FIER T 35.9%F
17.2%  BERSEBINTIZHENHRAITT
TEENER -
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CHA'RM I_§ STATEMENT (Continued)
EERHE ()

Fourthly, we established a joint venture with VIA Technologies
Inc. and its group companies, namely EverPro, which
commenced its operation in 2014. EverPro began to provide
cost-efficient AOC chips, integrated circuit, module, optical
fibre, optical cable and zero-client system solutions for
communication, manufacturing, consumer electronics and other
relevant industries. The establishment of EverPro represented
a solid step for our relevant business diversification and new
market expansion. In 2015, we will continue to look for new
business opportunities and market expansion so as to create
higher value to our shareholders.

looking ahead, along with the increasingly intensified
competition in both domestic and global markets, we remain
very positive towards the increasing market demands for
our products and the continuous growth for this industry.
We will actively promote our development strategies of
“full industrial chain, multi-production processes, relevant
business diversification and global expansion”. We will also
continue implementing technology innovation, enhancing
market penetration, lowering production costs and optimizing
corporate governance. We will ensure our legal compliance
and give priority to operating efficiency. We also focus on
the long term sustainable development. We will strengthen our
competitive advantages through prompt responses to markets
and enhancement of operational and management efficiency,
in order to generate better annual operation results to ensure a
healthy and promising development of the Company.

Finally, on behalf of the Board, | would like to express my sincere
gratitude fo the management team and staff for their outstanding
confribution for our company. | would also like to thank all our
shareholders, clients, suppliers, business pariners and the public
community.

Wen Huiguo
Chairman

Wouhan, China
27 March 2015
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GENERAIMANAGER'S REPORT
REERE

Dear shareholders,

It is my honor to infroduce our operating performance for 2014
to you.

FINANCIAL PERFORMANCE

In 2014, the total turnover of our group has reached
RMB5,676.8 million, which is a 17.6% increase compared with
last year. The sustainable growth of our turnover is mainly due to
our contfinuous consolidation of our advantages in the domestic
felecommunication operators market and our active expansion in
the overseas market, both of which have achieved remarkable
results. Sales volume of our major businesses including optical
fibre preforms, optical fibres and optical fibre cables, have all
achieved double-digit growth. In 2014, the profit for the year
has reached RMB464.0 million, which is a 11.8% increase
compared with last year, and the basic eamings per share is

RMBO.95.

In 2014, we have completed the listing of our shares on the
Main Board of the Stock Exchange and has raised a total
amount of approximately RMB892.4 million, which has assured
the effective implementation of our strategy.

=18 0= VAL

BRRREMAZIMBEARR T —HFE
R B R -

BRI

—E-MF AKEEERBRAARY
5,676 8BETT - RALIBR17.06% ° WARF
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GENERATMANAGER'S REPORT (csrired
MARTBIRLE ()

BUSINESS DEVELOPMENT

In 2014, our optical fibre preform and optical fibre businesses
have maintained a rapid growth, which had achieved a 18.6%
increase when compared with last year and had accounted
for 56.9% of our total turnover. In the meantime, in order to
strengthen our competitive advantage in the optical fibre and
optical fibre cable market of the big three telecommunication
operators, we have continued to strengthen our existing vertical
infegrated business model; and required our joint ventures to
capture more market shares in the nontelecom operator markets,
such as community antenna television (CATV) and electric power
markets so as fo increase our order intake on optical fibre cable
and thus dramatically increase our sales volume on optical
preform and optical fibre.

In 2014, turnover of optical fibre cables also maintained a
growth of 9.5% as compared to last year, and accounted
for 35.0% of our total turnover. During the year, the Chinese
government has greatly promoted the “BroadBand China
Stategy” and the big three telecommunication operators have
commenced their scalable construction of 4G mobile network
and FTTH network, which resulted in booming demand in the
optical fibre cable market in China. We had seized the market
opportunity and launched “the year of customer service”, which
led to a significant increase in turnover.

In 2014, turnover of other businesses and services increased
by 60.3% compared with last year and accounted for 8.1% of
the total turnover. As a result of the evolution of the “Big Data”,
the construction of data centre starts booming both domestically
and globally. In 2014, with this attractive market opportunity,
our cabling system business and components, which are used for
data center construction, reported a dramatic increase.

RBRE

“EMF - RETERE LB ETRAR
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GENERAL MANAGER!S-REPORT (Connued
MERIBIR& (#)

MARKET DEVELOPMENT

In addition to keep on strengthening our leading position in
the optical fibre preform, optical fibre and optical fibre cable
businesses in the domestic telecommunication operators market,
we have sfarfed our infernationalization strategy and expanded
overseas markets. Besides, we have kept implementing business
related diversification and have entered into the consumer
electronics market.

In 2014, our company activated our internationalization
strategy. The establishment of a joint venture cable factory in
Myanmar had started and we had established 8 overseas
offices so as to better penetrate into the local market in overseas.
Our overseas business reported a marked progress. The export
volume of optfical fibre and optical cable increased by 35.9%
compared with last year.

In 2014, EverPro, representing our co-operation with VIA
Technologies, Inc, a world leading chipset manufacturer, has
commenced its AOC business operation and enable us to step
into the consumer electronics market.

FOCUS ON QUALITY MANAGEMENT AND
ENHANCE THE INFLUENCE OF YOFC BRAND

We continuously optimise the internal processes so as to
strengthen our management as well as using the excellent
performance as our orientation. We have promoted company-
wide quality management so as to set the industry benchmark
for quality. On the other hand, we have strict quality control
measures on product development, manufacturing and sales
processes in order fo enable ourselves to deliver the highest
quality products to our customers; besides, we have implemented
a series of management improvement measures and have
promoted the concept of Six Sigma and Llean Manufacturing
fo add value to our standard of management, thus lowering
down our operating costs as well as enhancing our operational
efficiency.

In 2014, we obtained the following prizes, which included
Diamond Award of International Quality Star, Golden Prize of
ICQCC international quality management team meeting, VWuhan
Mayor Quality Award, National Quality Encouragement Award
and China’s Annual Most Competitive Enterprise Award of
Optical Fibre and Optical Cable Industry. All of them proved
our high quality standard. All these further evidenced that our
reputation was wellrecognised globally and domestically, both
inside and outside the industry. The influence of YOFC brand has

been greatly enhanced.
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GENERA

NAGER'S REPORT (Centinved

BEIRE (5)

2015 OUTLOOK

In 2015, we will adhere to our medium and long term strategy
so as to strengthen our advantage in optical fibre and optical
fibre cable businesses, enhance our internationalisation, focus on
diversification, improve technology development, and optimize
our management, to create higher value and return to our
shareholders and customers. Our objectives are as follows:

12

Strengthening advantages in optical fibre and optical fibre
cable businesses: Grasp the opportunity of 4G and FTTH
development, further strengthen our customer relationships,
put more emphasis on product quality, and strengthen
our leading position of optical fibre and optical fibre
cable businesses among the big three telecommunication
operators in China. Additionally, we will continuously
expand our vertical integration business model and further
enhance our leading position in the domestic optical
preform market.

Enhancing internationalization: Grasp the opportunities
in overseas developing markets with huge potentials for
growth, and seek foreign investment opportunities. In
January 2015, we have already initiated a joint venture
fibre factory project in Indonesia; we will keep on enlarging
our overseas sales feam and disfribution channels through
localisation and increasing the number of oversea sales
offices to cope with the rapid growth in export for optical
fibre and optical fibre cable.

—E-HFRE
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Eﬁﬁ?é‘)%%&ﬂi% CRIERBAERBEALE
C FFERTERA }Iffﬁfﬁyfﬂb?ﬁ
jITkﬁzﬁﬁi‘?ﬁﬁﬁ]ﬁﬁ?’éﬂﬁﬂ:@*“*

ﬁﬂx%ﬂ%\}fEULEmf‘ifﬁ EZTEWT

e BIXHMAMEBALED  HEIL
BACGHCHBPEREE - RIEEP
ME NEREERE  ®tBR=X
EREES Fﬁy‘c@ﬁ%‘:%%ﬁ’]ﬁﬁ%m%i@
i o Weoh » ARBHAER I ETE
B *?E%Wﬁ%%ﬁﬁ‘z?ﬁi%%*%?ﬁ%

o RITEIRME : UEHE - BRBIMEE
BERBENNTS  SKEEHRE &
—E-RFE-ACRPEHERAEX
iﬂz/\éﬁﬁlﬁﬁ BBETZBINHEBK
e Eaa/iﬁgl\fﬁ RE - BigAH
ﬁ’é - BIRINESNEE R ERAR

fﬁt%ﬁﬂt 5 R RIEIE & o

Yangtze Optical Fibre and Cable Joint Stock Limited Company R4 B 1H AR A R



GENERAL MANAGER!S-REPORT (Connued
MERIBIR& (#)

Focus on diversification: Optimise operation mechanism,
strengthen product development, enlarge the specialty
products and AOC business, as well as actively seek for
new business opportunities in order to continuously increase
our turnover and profit.

Improving technology development: Optimise management
mechanism of new product development, speed up the
launch of new products in response fo the fast growing in
market demand, fo strengthen the competitive advantage of
diversification; speed up the development of multi-process
in order to enhance our cost advantage of infegration of full
industry chain.

Optimising management: Implement procedure
optimization, enhance project management, strengthen risk
control, and gradually improve the foundation of internal
operation management, so as to ensure the stable growth of
the Company.

EIHEZ T BR - BLESHKH -
BICHFEMAE - BEARBERNA IR
NEER YRR RFERBERE
B REDRWATIRE AR -

KRR - B E R EEIEH
- ARG AT T 45 7 SR RO R EE dn i 4R
K FERNLEREEZ(CHTIES
R RARBZTTACESTRES MRS
TEWHE  ZERZEXE BIEKRAE

BILELERE  BinEELNUE - i
SRIBEER  ReERERE - EHREI
NEGEL ERER  BRAFIBEER

Zhuang Dan S
General Manager ABAETE
Wuhan, China R Z

27 March 2015 —E-RF=A-++tH
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MANAGEMENT DISCUSSION AND ANALYSIS

BERENwWR D

OVERVIEW

For the year ended 31 December 2014, the Group's turnover
reached approximately RMB5,676.8 million, increased by
approximately 17.6% as compared to 2013 of approximately
RMB4,825.9 million. The Group's gross profit attained
RMB1,087.6 million, increased by approximately 6.9% as
compared to 2013 of approximately RMB1,017.8 million. The
Group's profit for the year atiributable to the equity shareholders
of the Company amounted to approximately RMB466.3 million,
increased by approximately 12.4% as compared to 2013 of
approximately RMB415.0 million.

Basic earnings per share was RMBO.95 per share (2013
RMBO.87 per share). On the other hand, the Company
managed to generate positive cash flows from operating
activities, further details of which are explained under the
heading of cash flow analysis below.

2014 was a year of great significance for the Company. The
H shares of the Company were successfully listed on the Main
Board of the Stock Exchange on 10 December 2014, marking
a milestone for the Group in improving its capital strength and
corporate governance as well as enhancing its competitive
edge, which laid a solid foundation for the Group's future
development.

BUSINESS OVERVIEW

We are one of the leading optical fibre preform, optical fibre
and optical fibre cable suppliers in the world. We provide a
wide range of optical fibre and cable products and services
for the worldwide telecommunications industry and industries
including broadcasting and television communications networks,
utilities, transportation, petrochemical and healthcare.

The Group's businesses are mainly originated from the PRC and
are mainly conducted through direct sales. Our customers are
located worldwide from more than 50 countries and regions.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|
BEEEFNWmR DN =)

BUSINESS OVERVIEW (Continued)

EEHE )

The full industrial chain of our optical fibre and cables businesses

FEBXENBEBNDERRE

Key raw materials

B2 R A

An associate
of germanium
tetrachloride

Preforms
ERE
e PCVD + RIC
e VAD/OVD

Optical fibres
bt

Comprehensive
optical fibres for
communication
Specialty optical

Optical fibre cables
bt |

e Comprehensive o
optical fibre
cables for
communication

Integrated
cabling system

Integrated
cabling system
related products
and solutions

o PEACEREE fibres *  Specialty optical o o s .
s fibre cables * mE "E’%’j%"y“
2 RIBIENE HEERK
RS o REIIBERE IR T2
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Production equipment Production equipment Production equipment
for preforms for optical fibres for optical fibre cables

System integration and technical

services for network engineering

RSN EPR TR MRS
Turnover Year-on-year
in 2014 Percentage growth of
(RMB million) of turnover turnover

b3
WA

(AR®EE&ERT) WAL WARLEER
Optical fibre preforms and fibres S TE R 3,229.7 56.9% 18.6%
Optical fibre cables Y& 1,989.4 35.0% 9.5%
Other products and services H b S K RS 4577 8.1% 60.3%
Total wEt 5,676.8 100.0% 17.6%

Annual Report 3k 2014 17



MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENmE D@

BUSINESS OVERVIEW (Continued)

OPTICAL FIBRE PREFORMS AND FIBRES

In 2014, the robust demands in the optical fibre in China
significantly drove up the domestic demand for optical fibre
preform. Our optical fibre preform business enjoys clear-cut
advantages and recorded a doubledigit growth in sales volume.

During the year, the industrial association of optical fibre
and cable filed an anti-dumping investigation on optical fibre
preform, which will have a positive catalyst towards the pricing
of optical fibre preform.

In response to intensive competition, the Company had speeded
up the existing vertical infegrated business model to strengthen
the sales platform of optical fibre preform. Such measures
asserted a solid foundation for the sustainable and healthy
development of our optical fibre preform business.

Driven by the growing demand for optical fibre cables for use in
telecommunication industry in the PRC, the demands for single-
mode fibre were robust. During the year, our domestic sales
volume of single-mode fibres recorded an yearon-year increase
of 37.3%. Meanwhile, the global construction of data centres
continues to surge amid increasing popularity of the mobile
infernet, resulting in rapid increase in demands for the multi-
mode fibres. We, being one of the multi-mode fibre suppliers
in the PRC, recorded an yearon-year increase of 48.4% in
sales volume of multi-mode fibres during the year. Moreover,
the Company was devoted to expand our foreign optic fibre
markets. The annual export volume of optic fibre grew by 44.5%,
a performance unmatched by other optic fibre manufacturers in

the PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENWmEDT (&)

BUSINESS OVERVIEW (Continued)

OPTICAL FIBRE CABLES

In 2014, we recorded an year-on-year growth of 12.0% in
sales volume on optical fibre cables, particularly just for three
major domestic telecommunication operators. Meanwhile, the
Company was devoted fo expand its foreign optical fibre cable
markets. Eight oversea offices were established to promote
sales locally and facilitate cooperation with manufacturers and
infegrators of communication equipment. Export volume of
optical fibre cable grew significantly by 17.7%.

OTHER PRODUCTS AND SERVICES

In 2014, the Group's turnover from other products and services
reached RMB457.7 million, representing an year-on-year
growth of 60.3%, which also confributed fo the expansion of our
sale volume.

Our other products and services were introduced into the market
in response fo future market needs, which have significant growth
potential. On the one hand, the construction of data centre will
remain buoyant in the era of the mobile internet. Coupled with
continuous boost from FTTH, it is expected that the demand for
our comprehensive cabling system product and solution business
will increase significantly. On the other hand, rapid development
in industries like civil defence, electricity, petroleum and medical
care will also stimulate the demands for specialty optical fibre
and cable and system integration market. Moreover, technical
service sector for network engineering is expanding which will
create a huge market potential for us.

The Company will deploy extra resources and renovate
management mechanism which can enhance our operational
competitiveness for the above-mentioned business and can
provide positive catalysfs for our growth momentum.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENmE D@

BUSINESS OVERVIEW (Continued)

OUTLOOK FOR 2015

In 2015, the Company will put every effort on the
implementation of our medium and long term strategic plans so
as fo strengthen its leading market position. Our infernational
expansion strategy will further enlarge our export sales and
overseas involvement. Our strategy on the on-going development
of multi-production technologies can further enhance our optical
fibre preforms’ competitiveness in the market. Our continuing
diversification can enrich our product mix and improve our
profitability. In summary, all these strategies enable us to have a
continuous success in our businesses.

With the launch of the “Broadband China” national strategy by
the PRC Government, the roll-out of 4G LTE licenses and FTTH
by the Three State-owned Telecommunications Operators, and
the convergence of frinetwork, it is expected that the Three State-
owned Telecommunications Operators will continuously increase
their spending on the construction of the 4G and FTTH infegrafed
broadband networks. Besides, the regulation requiring all new
residential buildings in cities and counties erected after 1 April
2013 to be equipped with optical fibre access also stimulates
the growth in market demand for optical fibres and optical fibre
cables. As a result, we expect that the optical fibre and optical
fibre cable market in China in 2015 will remain promising.

Taking advantage of the promising optical fibre and optical
fibre cable market, the demand for optical fibre preforms is also
expected fo continuously increase. Together with the preliminary
arbitration result on anti-dumping investigation against certain
foreign suppliers on imported preforms is to be announced in mid
April 2015, this may provide opportunities for those domestic
preform manufacturers, including us, to further develop their
own locally made preform business. In 2015, the Company
will speed up its own development on alternative production
technologies of optical fibre preforms and this enables the Group
to further strengthen its competitive advantage in this business.

In 2015, the Company will try its best endeavour to complete
the construction of the joint ventures in Myanmar and Indonesia
as scheduled. At the same time, the Company will set up more
overseas offices so as to further strengthen ifs infernational sales
network in order to achieve a double digit growth rate in the
overseas business.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENWmEDT (&)

BUSINESS OVERVIEW (Continued)

OUTLOOK FOR 2015 (Confinued|

After nearly a year of development of our AOC business, EverPro
has broadened its product categories. Other than AOC, EverPro
has developed some new AOC related products and solutions
fo serve customers’ needs during 2014, such as integrated
circuits for internet data centre, HDMI AOC, USB3.0 AQOC,
and the provision of “zero client” solution for universities (zero
client solution is a network-based solution and contains plain
interfaces and a variety of peripheral devices with the support
of a powerful computing data center which solution enables
users to save hardware and software consumption, as well as to
improve client simplicity and energy saving), which are expected
fo be launched into market in 2015. It is expected that the Group
will spend much more effort to promote all these products in order
to stimulate its sales and profitability in this segment.

At the same time, the Group will put more focus on its specialty
fibre and cable, integrated system and cabling system network
businesses. Participating in network construction projects, the
provision of fechnological services on cabling network, and the
entry info other business segment with potential for growth would
be the next step. All of these can enable the Group to have a
healthy growth and create higher value for its shareholders.

TURNOVER

The Group's turnover for the year ended 31 December 2014
was approximately RMB5,676.8 million, representing an
increase of 17.6% as compared to 2013 of approximately

RMB4,825.9 million.

By product segment, a total turnover of approximately
RMB3,229.7 million was contributed from our optical fibre
preform and optical fibre segment, representing a growth of
18.6% as compared to 2013 of approximately RMB2,722.7
million and accounting for 56.9% of the Group's turnover; while
a total turnover of RMB1,989.4 million was contributed from our
optical fibre cable segment, representing a growth of 9.5% as
compared to 2013 of approximately RMB1,817.6 million and
accounting for 35.0% of the Group's turnover. The remarkable
growth in the Group's turnover was mainly due to the ramp
up of 4G infrastructure construction by the Three State-owned
Telecommunications Operators and the ongoing “Broadband
China” initiatives announced by the Chinese government, which
provide positive cafalysts and bring in additional momentum, in
particular, the demand for optical fibres and optical fibre cables
and in turn, the demand for optical fibre preforms.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENmE D@

TURNOVER (Continued)

A total turnover of approximately RMB457.7 million was
contributed from others, representing a growth of 60.3% as
compared to 2013 of approximately RMB285.6 million and
accounting for 8.1% of the Group's turnover because of the
recognition of sales of optical fibre drawing equipment to some
independent third parties and the contribution from EverPro,
a suEsidior\/ of the Company, which commenced commercial
operation in late 2014.

By geographical segment, a total turnover of approximately
RMB5,278.7 million was from customers in China, representing
an increase of 17.7% as compared to 2013 of approximately
RMB4,483.4 million and accounting for 93.0% of the Group's
turnover, while a fotal turnover of approximately RMB398.1
million from customers in overseas, representing an increase
of 16.2% as compared to 2013 of ap roximote% RMB342.5
million and accounting for approximately 7.0% O?/ the Group's
turnover.

During 2014, the Group had achieved a strong business
development in both local and overseas telecommunications
operator market, which is the key stimulator for our remarkable
growth in the Group's turnover.

COST OF SALES

The Group's cost of sales for the year ended 31 December
2014 was approximately RMB4,589.2 million, representing
an increase of 20.5% as compared to 2013 of approximately
RMB3,808.1 million and accounting for 80.8% of the Group's
turnover. The increase in cost of sales was in line with our
increase in furnover.

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

In 2014, the Group's total raw material costs was approximately
RMB4,146.6 million, representing an increase of 23.7% as
compared to approximately RMB3,352.2 million in 2013.
Among raw material costs, a total amount of approximately
RMB753.4 million was aftributable to the purchases of silica
jacket cylinders and glass substrate tubes from a Germany based
supplier, and a tofal amount of approximately RMB549.7 million
was atfributable to the imported preforms from a Japan based
supplier, representing 16.4% and 12.0% of the Group's total
costs of sales, respectively.

For the year ended 31 December 2014, the Group's
monufocturin? overheads and direct labour costs amounted to
approximately RMB442.6 million, representing a decrease of

2.9% as compared to RMB455.9 million in 201 3.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENWmEDT (&)

GROSS PROFIT AND GROSS PROFIT MARGIN

For the year ended 31 December 2014, the Group reported a
gross profit of RMB1,087.6 million, representing an increase of
6.9% as compared to RMB1,017.8 million in 2013, and the
gross profit margin decreased from 21.1% in 2013 to 19.2% in
2014. The decrease in gross profit margin in 2014 was mainly
due to more optical fibre cable sales were conducted in 2014,
which generally have a lower profit margin than that of optical
fibre preforms and fibres, of which approximately 63.9% of
optical fibre cable sales were not self-produced by ourselves but
purchased from our joint ventures. The fofal kilometer of optfical
fibre cables sold by us during 2014 was approximately 19.0
million fkm while only approximately 16.0 million fkm was sold
in 2013. Besides, the overall decrease in average selling price
of optical fibres and cables also caused the drop in gross profit
margin.

OTHER REVENUE AND NET INCOME

Other revenue and net income was RMB3 1.6 million in 2014,
representing an increase of 48.7% from RMB21.3 million in
2013. The increase was mainly because of more government
grants were recognised during the year.

SELLING EXPENSES

The Group's selling expenses for the year ended 31 December
2014 were RMB124.3 million, representing an increase
of 13.2% as compared to RMB109.8 million in 2013.
The increase was mainly due to the sef up of eight sales
representative offices in overseas and the increase in marketing
expenses fo promote the Group's businesses.

ADMINISTRATIVE EXPENSES

The Group's administrative expenses for the year ended 31
December 2014 were RMB441.2 million, representing an
increase of 0.5% as compared to RMB438.9 million in 2013.
The increase was mainly due to the listing expenses incurred for
the Global Offering, which was completed on 10 December
2014.

EFNRENZE

BE-_Z--NWE+-_A=+—RHILEE -
AEBOEFAEARE] 087.6BETL * &
TE—ZHFNAREIOIZ8HE LM
69%  MEMERAH-_ZE—=FM21.1%
THRE-ZZ—INENTQ.2%  —T—INFH
EAER-_ZF—=F TR TZHRANR=Z
—POF - BRSNS EHER M
BRAEERETEREERAEE  EPY
O3 0% NEBHER W IIEEBEEMISHRE
BAERARMER  —ZT—NERMELHN
HEBAREHNAIQOEELRAE M-
—ZFEEHNICOBBELRE - BE - %
BENERETHEETRMMEFEENET

-

H WA K F s

—EF EMBRARFRERARE
31.OE&ET W-_ZE—=FMARK21.38
B MA8.7% - EiEE EHRNFAERN
R BhIG A0 o

HEHEH

AEEHEE-_T-—NE+-_A=+—A81t
FEMNHEEERAARBI243658 T ¢
BEZE-—=—FHARKIO08HE LIL N
13.2% » 188 BRAEFINE L N\EHE
RPEURARAEEEBHEENTISHRE
BRI -

EEEH

AEEHE-_T-NF+_A=t—HILF
EHNERBERRARBIN 2BEET 8-
T-=FHWARKA438.08&ETIEM0.5% °
BERIERNAEEERABKREEN £
TER 2RBFEER_T—HWF+ A+
H5ERK e

Annual Report 3k 2014

23



MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENmE D@

NET FINANCE COSTS

The Group's net finance costs for the year ended 31 December
2014 increased by RMB8.4 million, which was mainly due to
the increase in bank loans to finance the construction of Phase |
YOFC Science & Technology Park in Wuhan and the increase in

effective interest rate.

The effective interest rates of our bank loans in 2014 ranged
from 1.54% to 4.43% per annum (2013: 1.64% to 3.29% per

annum).
INCOME TAX

The Group's income tax for the year ended 31 December 2014
increased by RMB15.5 million, which was mainly due to the
recognifion of deferred tax assets in 2013 while it was a reversal
of deferred tax assets in 2014. As a result, the effective tax rate
increased from 11.7% in 2013 to 13.2% in 2014. During the
year, the Company was recognised as an approved high-tech
enterprise and was entitled to a preferential tax rate of 15%. An
approval document dated 14 October 2014 was issued by the
relevant authority which stated that the Company is recognised
as an approved highech enterprise for another three years from

20151t0 2017.
PRODUCTION CAPACITY

During 2014, there was no material change in the production
capacity. However, new production capacity for optical fibre
cables will be put into use during the first half of 2015

CAPITAL EXPENDITURES

During the year, the Group incurred a fotal capital expenditure
of approximately RMB390.1 million for the purchases of
property, plant and equipment, intangible assets and lease
prepayments, which were primarily related to the construction
of Phase | YOFC Science & Technology Park in VWuhan for the
expansion of the optical fibre cable production capacity as well
as the enhancement and improvement in production efficiency
of the existing production capacity on optical fibre preforms and
optical fibres. Regarding the intangible assefs acquired during
the year, it was related fo the acquisition of cerfain patents from
one of the non-controlling equity owners with respect fo the AOC
business.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENWmEDT (&)

GEARING RATIO

The Group monitors its leverage using a gearing ratio, which
is net debts divided by total equity. Net debts include all bank
loans less cash and cash equivalents. The Group's gearing ratio

as at 31 December 2014 was 16.3% (2013: 47.4%).

CASH FLOW ANALYSIS

The following table sets forth the selected cash flow data derived
from the consolidated cash flow statement for the year ended 31

December 2014.
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==
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2014 2013

—E-mF %=
RMB’000 RMB'000
ARMETF T ARBTIT
Net cash generated from operating activities EESEENE AR IR S 200,177 431,146
Net cash used in investing activities KRB EEFERMNFES (316,705) (191,1406)
Net cash generated from financing activities REEEELNFES 1,222,305 369,196
Nef increase in cash and cash equivalents e RIS EEYILINFELE 1,105,777 609,196

The Group's net cash generated from operating activities
decreased by approximately RMB231.0 million, which was
mainly due fo the increase in trade and other receivables as @
result of the increase in the Group's turnover during the year.

The Group's net cash used in investing activities increased by
approximately RMB125.6 million, which was mainly due to
the construction of Phase | YOFC Science & Technology Park in
Wuhan and the acquisition of certain patents by EverPro.

The Group's net cash generated from financing activities
increased by approximately RMB853.1 million, which was
mainly due to the net proceeds received from the Global
Offering completed on 10 December 2014.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|

EEENmE D@

NET CURRENT ASSETS

As at 31 December 2014, the Group's net current assets was
RMB2,027.6 million, representing an increase of RMB1,333.5
million from RMB&94.1 million as at 31 December 2013. The
increase in net current assets was mainly due to the combined
effect of (i) the net proceeds received from the Global Offering;
and |ii) the increase in trade and bills receivable being caused
by the increase in turnover arising from the increasing demand
for optical fibres and optical fibre cables as a result of the
issuance of 4G licenses and the “"Broadband China” strategy.

BANK LOANS

As at 31 December 2014, the Group’s bank loans were
RMB2,484.1 million, representing an increase of RMB862.0
million from approximately RMB1,622.1 million as at 31
December 2013. Most of the Group's bank loans were floating
rate loans and were either denominated in US Dollars or Euro, of
which US Dollar loans accounted for 87.7% of the Group's bank
loans as at 31 December 2014.

COMMITMENTS AND CONTINGENCIES

As at 31 December 2014, the Group's outstanding capital
commitments in relation to property, plant and equipment
amounted to approximately RMB360.4 million (2013:
approximately RMB287.2 million), lease prepayment amounted
to approximately RMB52.2 million (2013: approximately
RMB83.8 million), investment in equity securities amounted
to approximately RMB45.1 million (2013: approximately
RMB18.0 million) and intangible asset amounted to Nil {201 3:
RMB75 million). Out of total outstanding commitments as at
31 December 2014 of approximately RMB457.7 million
(2013: approximately RMB464.0 million), o total amount
of approximately RMB85.9 million (2013: approximately
RMB133.1 million) had been contracted for and the remaining
balance of approximately RMB371.8 million (2013:
approximately RMB330.9 million) had been authorised by the

Board but not yet contracted for.

As at 31 December 2014, the Group did not have any material
contingent liability.

CHARGE ON ASSETS

As at 31 December 2014, the Group did not pledge any of its

assets fo secure any banking facility or bank loan.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|
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EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

Most of the revenues and expenses are settled in Renminbi while
some of the Group's sales, purchases and financial liabilities are
denominated in US Dollars and Euro. Most of the bank deposits
are in Renminbi, US Dollars and HK Dollars.

As at 31 December 2014, the Group did not enter into any
foreign exchange contracts, interest or currency swaps or other
financial derivatives. Although there was fluctuation in exchange
rate between Renminbi, US Dollars and Euro, the fluctuation
effect cancelled out each other. The Group did not suffer any
material fluctuation in exchange differences.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2014, the Group had approximately 1,805
full-time employees (2013: 1,769 full-time employees). The
Croup has designed an annual evaluation system to assess the
performance of its employees. Such system forms the basis of
determining whether an employee should be entitled to salary
increments, bonuses or promotions. The salaries and bonuses
that the employees receive are competitive with market rates. The
Company has been in compliance with the relevant national and
local labour and social welfare laws and regulations in China.

OFF-BALANCE SHEET ARRANGEMENTS

As at 31 December 2014, the Company entered into non-
recourse trade receivables factoring arrangements with
commercial banks in China with a carrying amount of
approximately RMB332.8 million (2013: RMB425.5 million). In
addition, as at 31 December 2014, the Company discounted
and endorsed certain bank bills receivable with a carrying
amount of approximately RMB422.7 million (2013: RMB372.1

million) to certain commercial banks in China and its suppliers.
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MANAGEMENT DISCUSSION AND ANALYSIS (Coninued|
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FORMATION OF JOINT VENTURES IN MYANMAR
AND INDONESIA

In December 2014, the Company and Yadanarbon Fibre
Co., ltd ["YFCL"), a limited liability company incorporated in
the Republic of the Union of Myanmar, entered into a joint
venture agreement to establish an optical fibre cable joint
venture in Myanmar (the “Myanmar JV’) to promote and develop
optical fibre cables. The Myanmar JV is held as to 50% by
the Company and as to 50% by YFCL. The paid-up capital
of the Myanmar JV is USD4 million and each party will make
their respective contribution in cash in accordance with their
respective shareholdings in the Myanmar JV. The financial results
of the Myanmar JV will be consolidated in the Group's financial
statements as a joint venture affer its establishment.

In January 2015, the Company and PT MonasPermata Persada
("PT Monas”), a limited liability company incorporated in the
Republic of Indonesia, entered into a joint venture agreement
fo establish a joint venture (the “Indonesia JV') in Indonesia to
promote and develop optical fibre manufacturing, sales and
its related business. The Indonesia JV is held as to 70% by the
Company and 30% by PT Monas and the paid-up capital of
the Indonesia JV is USD10 million and each party will make
their respective contribution in cash in accordance with their
respective shareholdings in the Indonesia JV. The financial results
of the Indonesia JV will be consolidated in the Group's financial
statements as a subsidiary after its establishment.

The formation of the Myanmar JV and the Indonesia JV do not
constitute notifiable fransactions or connected transactions of the
Company under Chapter 14 and Chapter 14A of the Llisting

Rules.
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DIRECTORS', SUPERVISORS’ AND SENIOR MANAGEMENT'S PROFILES

ES EENSHAEEAESTOE

DIRECTORS

EXECUTIVE DIRECTORS

Mr. Wen Huiguo, age 61, is an executive Director and
authorised representative of the Company and the Chairman
of the Board. He is also the Chairman of the Strategy
Committee of the Company and is primarily responsible for
overall management of the Company's investment strategies
and business development. Mr. Wen has over 40 years of
management experience in the telecommunications industry
of China. He was appointed as an executive Director of the
Company on 19 December 2013. He joined the board of
directors of YOFC, the predecessor of the Company, as a
director on 15 October 2008. Mr. Wen has also been a
member of the management committee of China Huaxin, one of
the substantial shareholders of the Company, since June 2011.
Prior to joining the Company, from June 2000 to October 2008,
he served as the general manager of Hunan Branch of China
Telecom. Mr. Wen graduated from Beijing University of Posts
and Telecommunications with a major in signal carrier and
obtained an executive master of business administration from
Peking University. Mr. Wen is a senior engineer of professor
level who is entitled to receive special allowance from the State
Council and the winner of National Labor Medal issued by Al
China Federation of Trade Unions. He is also a representative of
the Tenth and Eleventh National People's Congress.

Mr. Frank Franciscus Dorjee, age 54, is an executive Director
of the Company, the Vice-Chairman of the Board and is a
member of the Nomination and Remuneration Committee of the
Company. He is primarily responsible for overall management of
the Company’s investment strategies and business development.
He was appointed as an executive Director of the Company
on 19 December 2013. He joined the board of directors of
YOFC, the predecessor of the Company, as a director on 24
January 2011. He has also been a member of the supervisory
board and chairman of the audit committee of Randstad Holding
NV, a company listed on the Euronext Amsterdam (Stock Code:
RAND), since April 2014. Mr. Dorjee once joined the board
of directors of Oman Cables Industry [SAOG|, a company
listed on the Muscat Securities Market (Stock Code: OCAI) in
March 2012 and had been serving as the vice-chairman of the
board of directors for the period from July 2012 to 1 December
2014. Mr. Dorjee consecutively served at KPMG Accountant
N.V. and Van der Moolen Holding N.V., which was a Dutch
equity frading firm and one of the specialists on the New York
Stock Exchange, Draka Holding N.V. and Prysmian S.p.A. [a
company listed on the Borsa ltaliana S.p.A., Italy's main stock

exchange (Stock Code: PRY)), which indirectly holds 100%
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DIRECTORS’, SUPERVISORS” AND SENIOR MANAGEMENT’S PROFILES (Continued)

BEE EERaREEBEAEHE &)

DIRECTORS (Continued)

EXECUTIVE DIRECTORS (Continued)

equity interest in Draka, one of the substantial shareholders
of the Company, for senior management level positions. Mr.
Dorjee consecutively obtained a bachelor’s degree in economics
and law, a master’s degree in business economics, a master’s
degree in tax low and a master's degree in tax economics
from University of Amsterdam. He has been a certified public
accountant registered at the Nederlands Instituut van Register
accountants since March 1987.

NON-EXECUTIVE DIRECTORS

Mr. Ma Jie, age 44, joined the Board as a non-executive
Director on 19 December 2013. He is responsible for providing
strategic advice and making recommendations on the operations
and management of the Company. He joined the board of
directors of YOFC, the predecessor of the Company, as a
director on 12 August 201 1. Mr. Ma has been serving as the
vice chairman of the management committee and the executive
deputy general manager of China Huaxin, one of the substantial
shareholders of the Company, since June 2011 and since
January 2013, respectively. He also serves as a non-executive
director of Alcatel-lucent Shanghai Bell Co., lid. and Alcatel-
Lucent Enterprise Holding, subsidiaries of China Huaxin. He
once served as a director of Zhongying Youchuang Information
Technology Co., lid., director of China Credit Information
Technology Company Limited and a director of Shanghai
Fortune Communications Technology Development Co., Lid..
Prior to these positions, Mr. Ma held several management
level positions in Alcatellucent Shanghai Bell Co., lid. Mr. Ma
graduated from Nankai University with a bachelor’s degree in
economics and a doctorate in economics respectively. He also
obtained an executive master of business administration from @
joint program of Washington University in Saint Louis and Fudan

University.
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DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT'S PROFILES (ceninued)
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DIRECTORS (Continued)

NON-EXECUTIVE DIRECTORS (Continved)

Mr. Sun Jiming, age 41, joined the Board as a non-executive
Director on 19 December 2013. He is responsible for providing
strategic advice and making recommendations on the operations
and management of the Company. He joined the board of
directors of YOFC, the predecessor of the Company, as a
director on 12 August 2011. Mr. Sun has over 17 vyears of
experience in finance management, corporate governance and
capital investment. He has served as a member and the general
secrefary of the management committee, and the deputy general
manager of China Huaxin, one of the substantial shareholders of
the Company, since June 2011 and January 2013, respectively.
He has also held many directors and supervisors positions in
several subsidiaries of China Huaxin. Prior to these positions,
he had consecutively held several management positions at
Alcatel-lucent Shanghai Bell Co., lid., a subsidiary of China
Huaxin. Mr. Sun received his bachelor’s degree in economics
from Central College of Finance and Economics, which later
became Central University of Finance and Economics and
graduated from China Europe International Business School with
an executive master of business administration.

Mr. Philippe Claude Vanhille, age 51, joined the Board as a
non-executive Director on 19 December 2013. He is responsible
for providing strategic advice and making recommendations on
the operations and management of the Company. He joined the
board of directors of YOFC, the predecessor of the Company,
as a director on 23 May 2013. Mr. Vanhille has over 23
years of experience in optical fibre and cable industry. He has
been serving as the senior vice-president of Telecom Business
of the Prysmian Group since May 2013, where he is primarily
responsible for the global telecom business of the Prysmian
group, and an executive director of Draka, one of the substantial
shareholders of the Company, since June 2013. Mr. Vanhille
concurrently also holds several positions in certain subsidiaries
of Prysmian S.p.A.. Mr. Vanhille obtained a master’s degree
in mechanical engineering from I.N.S.A. Lyon, France and
graduated from Institut Francais de Gestion, Aix-en-Provence,
France with a masfer’s degree in management.
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DIRECTORS (Continued)

NON-EXECUTIVE DIRECTORS (Continued|]

Mr. Yeung Kwok Ki Anthony, age 70, joined the Board as a
non-executive Director on 19 December 2013. He is responsible
for providing strategic advice and making recommendations
on the operations and management of the Company. He
joined the board of directors of YOFC, the predecessor of the
Company, as a director on 1 January 1997 and served as the
secretary of the board of directors of YOFC from January 1992
to December 1996. Mr. Yeung has over 30 years of experience
in financial management. Mr. Yeung is a practising certified
public accountant recognised by the Hong Kong Institute of
Certified Public Accountants and also a senior member of the
major global accountancy institutions. Mr. Yeung is a member
of the election committee of the Hong Kong government. Mr.
Yeung has served as the founder and chairman of K K Yeung
Management Consultants Ltd. since May 1983, and the founder
and senior partner of K K Yeung Partnership, CPA (Practising)
since November 1985. Mr. Yeung has also served as the
founder and chairman of Wall Street Resources Ltd. since
February 1977. Mr. Yeung has been serving as a director of
Oman Cables Industry (SAOG), a company listed on the Muscat
Securities Market [Stock Code: OCAI), for the period from April
2013 to March 6, 2015. Mr. Yeung had also served as a

director of many Hong Kong and overseas listed companies.

Mr. Xiong Xiangfeng, age 50, joined the Board as a non-
executive Director on 19 December 2013. He is responsible
for providing strategic advice and making recommendations
on the operations and management of the Company. He
joined the board of directors of YOFC, the predecessor of the
Company, as a director on 5 August 2013. Mr. Xiong has over
29 vyears of experience in optical fibre and cable industry. Mr.
Xiong has served as the president of Yangtze Communications,
one of the substantial shareholders of the Company, since
April 2013. Mr. Xiong also holds several positions in certain
subsidiaries of Yangtze Communications since April 2013.
Prior to joining the Company, he had consecutively served at
many management positions at VWuhan Research Institute of
Posts and Telecommunications from July 1986 to April 2013.
He had also held directors and supervisors positions at several
subsidiaries of FiberHome Telecommunication Technologies
Co., lid., a company listed on Shanghai Stock Exchange (Stock
Code: 600498). Mr. Xiong obtained his bachelor's degree in
photoelectric imaging technology from East China Institute of
Engineering, currently known as Nanjing University of Science
and Technology and an executive master's degree in business
administration from VWuhan University.

FERTEEW)

BEBLEE 70 R_E—=F+_FH
+ABEBNAESESLTENTES  BFY
ARRMKEEEERREHEABEBERNE
AEEZ BEER—NANEF—H—BM
AZMMAMERRESTGHEES - TR
—NWNZF—AE—NWNAARFT+ZREAER
ROWEESWE - BREFBIOFHNIYH
BIREE c BAEERSSHMASRAA
HESHE  TEZEFZTZEBRSTEED
EXREE - HGAEERBERNEREZESE
BB ARGEREREERARAAMNE
WA B ANZ=ZFRARETZANES
F - WASRBEERASTMT (M6
EBMMEIMHA  B—UN\EF+— AR
MAZESTMITHSRERA - TAERE
BRBERAREIMA  BE—NLEtEF_AR
BEZAFER - BEABB T —=F0H
AzZE=—Z—hF = A/XHEFEOman Cables
Industry (SAOG)(REHIRFELETES LT
NE BERE  OCANMES  HBLLEER
BEAZRBBRGINETRFINES -

RREELE S0 R-F—=F1+=A
TAEMAEESLENNTES  BEY
ARANEEREERFEAGERBRERNE
REER  REER_ZE—Z=ZFNAARBM
ABPWAIERREFTGHIES - REE
BEOFNBIETRER - RELEB-F
—=FHWAREERIRAE (KRR EERRK
Z)MMEEL o RELEB T =FH AR
RERTBEETHBRRZEBRML - A
ARRAE - RREER-NANRNFLAE-F
—ZFHABRREEREBEREMEL
M EERBA - RRELTTEREIE AR
(BREXFEMRR - B 600498)
ETHEBARMNES  BEEBA - fREER
ERTER(REEREIRE)EELEK
BRMELEN - WHEEXNZEFEMBAZ

fiL e

Yangtze Optical Fibre and Cable Joint Stock Limited Company &Rt Y 83D AR A 7]



DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT'S PROFILES (ceninued)

B EEREREBEAEHE ()

DIRECTORS (Continued)

NON-EXECUTIVE DIRECTORS (Confinued)

Ms. Zheng Huili, age 56, joined the Board as a non-executive
Director on 19 December 2013. She is responsible for providing
strategic advice and making recommendations on the operations
and management of the Company. She joined the board of
directors of YOFC, the predecessor of the Company, as a
director on 12 April 2006. Ms. Zheng has over 26 years of
experience in company operafion and management. Currently
she also serves as the deputy secretary of the Party committee
of the Company. Ms. Zheng has also served as the deputy
secrefary of the Party committee and the general secretary of the
discipline committee of Yangtze Communications, one of the
substantial shareholders of the Company, since December 2005
and June 2006, respectively. Prior to joining the Company, Ms.
Zheng worked at many management positions at Huazhong
Information and Technology Group Co., lid. (formerly known
as Huazhong Information and Technology Principal Company
Limited]. Ms. Zheng graduated from the Party School of the
Chinese Communist Party Wuhan Municipal Committee with a
bachelor's degree and obtained a masfer’'s degree in business
administration from Asia International Open University (Macau)
(currently known as the City University of Macau). Ms. Zheng
is a senior economist and senior political analyst. She has
been a member of Wuhan Economic Professional Qualification
Assessment Committee since December 1998. She has also
been a member of the tenth, eleventh and twelfth of the executive
committee of the Women's Federation of Wuhan and the
eleventh and twelfth Party representative of VWuhan since July

2000.
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DIRECTORS (Continued)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Ngai Wai Fung, age 53, joined the Board as an
independent non-executive Director on 24 September
2014. He is the Chairman of the Audit Committee and the
Nomination and Remuneration Committee of the Company
and is responsible for providing independent advice on the
operations and management of the Company. Mr. Ngai has
been the managing director of MNCOR Consulting Limited
(formerly known as MN Consulting Limited), a Hong Kong-
based consulting firm, and the chief executive officer of
SW Corporate Services Limited since September 2010 and
January 2011, respectively. In addition, Mr. Ngai currently
holds directorships in a lot of companies listed on the Stock
Exchange and other securities markets. Mr. Ngai has over 20
years of experience in accounting and financing as well as in
corporate governance. He had led or participated in a number
of significant corporate finance projects, including listings,
mergers and acquisitions as well as issuance of debt securities,
and the provision of professional services and support to many
state-owned enterprises and red-chip companies in relation to
regulatory compliance, corporate governance and secretarial
services. Mr. Ngai graduated from University of Wolverhampton
with a bachelor’s degree in law. He received a master’s degree
in business administration from Andrews University of Michigan,
a master’s degree in corporate finance from Hong Kong
Polytechnic University, and a doctorate in economics (finance)
from Shanghai University of Finance and Economics. Mr. Ngai
has been a fellow of the Institute of Chartered Secretaries
and Administrators and The Hong Kong Institute of Chartered
Secretaries since 2000 and had been a vice president of
The Hong Kong Institute of Chartered Secretaries between
2002 and 2014. Mr. Ngai has been the president of The
Hong Kong Institute of Chartered Secretaries since December
2014. Mr. Ngai has been a member of Hong Kong Securities
Institute since July 1999, a member of the Hong Kong Institute
of Certified Public Accountants since July 2007, a fellow of
Hong Kong Institute of Directors since February 2010, and a
fellow of the Association of Chartered Certified Accountants
in the United Kingdom since March 2012. He has been the
Adjunct Professor of Llaw of Hong Kong Shue Yan University
since September 2012. He has also been a member of work
group on professional service under the Economic Development
Commission appointed by the Chief Executive of The Hong Kong
Special Administrative Region since January 2013, a member of
qualification and examination board of the Hong Kong Institute
of the Certified Public Accountants since January 2013 and a
member of the general committee of The Chamber of Hong Kong
Listed Companies since June 2014.
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DIRECTORS (Continued)

INDEPENDENT NON-EXECUTIVE DIRECTORS (Continved)
Mr. Ip Sik On Simon, age 66, joined the Board as an
independent non-executive Director on 24 September 2014. He
is a member of the Audit Committee and the Nomination and
Remuneration Committee of the Company and is responsible
for providing independent advice on the operations and
management of the Company. Mr. Ip is a solicitor and Notary
Public. He is currently the chairman of The Hong Kong Jockey
Club and the president of Riding for the Disabled Association
ltd.. He has been an independent non-executive director of
Hang Lung Group Limited (Stock Code: 0010) since July 1998.
Mr. Ip practised with Johnson Stokes & Master (a Hong Kong-
based law firm, now known as Mayer Brown JSM)| since March
1972 and was subsequently admitted as a partner in April
1977 and continued in this capacity until his refirement from
legal practice in September 2004. He had been a senior
parter of Johnson Stokes & Master for eight years. Mr. Ip was
the president of the Law Society of Hong Kong from May 1987
to May 1989, a Llegislative Councillor from 1991 to 1995
representing the Legal Functional Constituency, and the founding
chairman of the Council of the Hong Kong Institute of Education
from April 1994 to April 2003. Mr. Ip received an honorary
Doctor of Education from Hong Kong Institute of Education in
2003, an honorary Doctor of Laws from the City University of
Hong Kong in November 2009 and an honorary Doctor of
Llaws from the Hong Kong University of Science & Technology
in 201 1. Mr. Ip has been admitted as a solicitor in England &
Wales since December 1971 and in Hong Kong since April
1972. He is an honorary court member of the Hong Kong
University of Science and Technology, an honorary lecturer in the
Department of Professional legal Education of the University of
Hong Kong since September 2012, an honorary research fellow
of the Faculty of Law of Tsinghua University, the co-chairman of
the international advisory board of the School of Law of the City
University of Hong Kong and a member of the advisory board
of the Hong Kong AIDS Foundation. He was also an honorary
fellow of the Management Society for Healthcare Professionals

from 1984 to 2004.
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DIRECTORS (Continued)

INDEPENDENT NON-EXECUTIVE DIRECTORS (Confinved)
Mr. Li Ping, age 61, joined the Board as an independent
non-executive Director on 24 September 2014 and is a
member of the Strategy Committee of the Company. He
is responsible for providing independent advice on the
operations and management of the Company. Mr. Li has
extensive administrative experience in the management of listed
companies and has over 38 years of experience in operation
and management in China’s telecommunications industry. Mr.
Li has been serving as the chairman and executive director
of China Communication Service Co., ltd., a company
listed on the Stock Exchange (Stock Code: 552), for the
period from August 2006 to 19 January 2015. Prior to these
positions, he once served as the chairman and president of
China Telecom [Hong Kong) International Company Limited,
a subsidiary of China Telecom which is primarily engaged in
telecommunications services, from August 2000 to July 2002
and the executive vice president of China Telecom Corporation
Llimited, a company listed on the Stock Exchange (Stock
Code: 728), from September 2002 to June 2013. Prior to
joining China Telecom, he served as the deputy Directorate
General of Telecommunications of the then Ministry of Posts
and Telecommunications of China, the predecessor of the
Ministry of Industry and Information Technology of China and
the vice chairman and chief operating officer of China Mobile
Limited, a company listed on the New York Stock Exchange
(Stock Code: CHL) and the Stock Exchange (Stock Code:
941), from September 1997 to August 2000. Mr. Li graduated
from Beijing University of Posts and Telecommunications with @
bachelor's degree in radio communication and graduated from
New York State University at Buffalo with a master in business
administration.
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DIRECTORS (Continued)

INDEPENDENT NON-EXECUTIVE DIRECTORS (Confinved)
Mr. Li Zhuo, age 45, joined the Board as an independent non-
executive Director on 24 September 2014. He is a member
of the Audit Committee and the Strategy Committee of the
Company and is responsible for providing independent advice
on the operations and management of the Company. Mr. Li is
currently a professor of economics, the dean of the Department
of International Economics, and the director of the Center of
International Business Studies of Wuhan University. From July
1989 to August 1992, Mr. Li worked af Xiangfan Branch of
China National Real Estate Development Group Corporation.
He later worked at Guangzhou Branch of the People’s Bank
of China. Mr. Li has been working at VWuhan University since
1998 and consecutively held the positions of lecturer till 2001,
assistant professor till 2006 and professor of Wuhan University
since 2006. He also served as a visiting scholar of University
of lllinois at Urbana-Champaign from July 2002 to July 2003
and University of Paris Ill in 2007. Mr. Li graduated from Hubei
University of Technology with a bachelor’s degree in industrial
and civil construction. He also obtained a master's degree
in international economics and a doctorate in international
economics from Wuhan University respectively. Mr. Li is the
Prominent Researcher in the New Century recognized by the

Ministry of Education in October 2010.
SUPERVISORS

Mr. Jiang Zhikang, age 52, was appointed as a Supervisor
of the Company on 19 December 2013. He is responsible
for supervising the performance of duties by the Directors and
senior management at the Company. Mr. Jiang has worked at
the Company since May 1990, consecutively serving as an
engineer, a chiefl engineer, the manager assistant of the fibre
department, and the manager of the industrialisation department.
He was assigned by the Company to serve as the vice general
manager and the general manager of NK Wuhan Cable Co.,
ltd., one of the Company's associates, from April 2004 to
March 2006 and April 2006 to April 2012, respectively. Since
May 2012, Mr. Jiang has been serving as the general manager
of the operation management center of the Company. Prior
to joining the Company, Mr. Jiang started to work at Wuhan
Research Institute of Posts & Telecommunication since March
1988 and served as an assistant engineer from December
1988 to April 1990. Mr. Jiang graduated from Sichuan Radio
& TV University and graduated from Wuhan University with an

executive master of business administration.
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SUPERVISORS (Continued)

Mr. Yao Jingming, age 50, was appointed as a Supervisor of
the Company on 19 December 2013. He is responsible for
supervising the performance of duties by the Directors and senior
management at the Company. Mr. Yao has nearly 30 years of
management experience in the communications industry. Mr. Yoo
has been concurrently serving as the deputy general manager
of China Huaxin, one of the substantial shareholders of the
Company, since 1 February 2013. He also holds positions in
two subsidiaries of China Huaxin, including serving as a director
of Shanghai Fortune Communications Technology Development
Co., lid. and the general manager and a director of Shanghai
Sincere Technology Co., lid.. Prior to these positions, from July
1986 to January 2013, Mr. Yao held various positions in Alcatel-
Lucent Shanghai Bell Co., lid., a subsidiary of China Huaxin.
Mr. Yao obtained his bachelor’s degree in computer science from
Shanghai Jiaotong University and an executive master of business
administration from China Europe Infernational Business School,
and a docforate in business administration from the Hong Kong

Polytechnic University in October 2008.

Ms. Yu Jiaxuan, age 43, was appointed as a Supervisor of
the Company on 19 December 2013. She is responsible
for supervising the performance of duties by the Directors
and senior management at the Company. Ms. Yu has been
the chief financial officer of Prysmian China Investment Co.,
ltd., an indirect wholly-owned subsidiary of Prysmian S.p.A.,
the ultimate parent company of Draka, one of the substantial
shareholders of the Company, since March 2008. She was a
financial controller primarily responsible for financial analysis in
the HNI Corporation International Division from August 2005 to
February 2008. Prior to that, Ms. Yu also worked for Actron, a
manufacturing company, Texaco, a company mainly engaged in
the exploration and production of nature gas, and GE Advanced
Ceramics, a semiconductors manufacturer. Ms. Yu obtained her
bachelor's degree in economics from Tianjin College of Finance
and Economics [currently known as Tianjin University of Finance
and Economics) and a master’s degree in business administration
from Cleveland State University of the United States. She is the
Chartered Global Management Accountant of the Chartered
Institute of Management Accountant in the United Kingdom.

Note: Mr. Yao Jingming and Ms. Yu Jiaxuan have resigned from their
positions as Supervisors with effect from 27 March 2015. The number
of Supervisors will fall below the number provided by the Articles of
Association of the Company upon the resignation of Mr. Yoo Jingming
and Ms. Yu Jiaxuan, therefore, Mr. Yao Jingming and Ms. Yu Jiaxuan
will continue to perform their duty as a Supervisor until the date when
the proposed appointment of the new supervisors are approved by
the shareholders of the Company. For more details, please see the
announcements of the Company dated 27 March 2015 and 31 March
2015.
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SENIOR MANAGEMENT

Mr. Zhuang Dan, age 44, is the General Manager of the
Company. He is primarily responsible for strategic development
and planning, and day-to-day management of the Company.
Mr. Zhuang has more than 17 years of experience in the opfical
fibre and cable industry. He joined the Company in March
1998 and served consecutively as the manager assistant of the
finance department, the manager of the finance department, and
the chief financial officer. Since September 2011, Mr. Zhuang
has been the General Manager of the Company. Mr. Zhuang
obtained a bachelor's degree in auditing and a master’s degree
in accounting from Wuhan University, a doctorate in accounting
from Zhongnan University of Finance and Economics, and a
postdoctoral certificate in business administration from Shanghai
University of Finance and Economics. Currently, he is a deputy
fo the People’s Congress of Hubei Province and a member of the
Financial and Economic Committee of the People’s Congress of
Hubei Province.

Mr. Jan Bongaerts, age 49, is the First Deputy General Manager
of the Company. He is responsible for strategic development,
business development, sourcing and day-to-day management of
the Company. He has more than 17 years of experience in the
optical fibre and cable industry. Prior to joining the Company,
from July 1998, Mr. Bongaerts worked at Draka Holding
N.V., consecutively serving as the manager of the optical fibre
market and sales department, the deputy manager of the optical
fibre procurement department, the director of the optical fibre
business department, a member of management committee and
a member of enterprise procurement team. He served as the
director of the optical fibre sales and marketing department and
a member of management committee of the business department
of Prysmian S.p.A. from January 2011 to December 2013.
Since January 2014, Mr. Bongaerts has been the First Deputy
General Manager of the Company. Mr. Bongaerts obtained a
master's degree in business administration from Open University
of the Netherlands and an executive master of business
administration from Maastricht University the Netherlands.
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SENIOR MANAGEMENT (Continued)

Mr. Zhang Mu, age 59, is the Deputy General Manager and
the general manager of the strategic center of the Company.
He is primarily responsible for strategic development of the
Company and overseeing the human resources and performance
improvement of the Company. Mr. Zhang has more than 30
years of experience in the optical fibre and cable industry.
He has worked at the Company since October 1988,
consecutively serving as a processing engineer of the optical
fibre department, the assistant manager of the optical fibre
department, the manager of the optical fibre department and
the assistant general manager of the Company. Mr. Zhang
has been the Deputy General Manager of the Company since
April 1998. Prior to joining the Company, he started to work
at Wuhan Research Institute of Posts and Telecommunications
since 1980 and served as an assistant engineer from June
1982 to September 1988. Mr. Zhang graduated from Hubei
Institute of Science & Construction Material (currently known as
Wouhan University of Technology), obtained a master's degree in
economics from Huazhong University of Science and Technology
and a master degree in business administration from China
Europe International Business School.

Mr. Yan Changkun, age 51, is the Deputy General Manager
and the general manager of the manufacturing center of the
Company. He is primarily responsible for management of
the manufacturing processes and production facilities of the
Company and participating in the Company's critical business
negotiations. Mr. Yan has more than 25 years of experience
in the optical fibre and cable industry. He has worked at the
Company since October 1991, consecutively serving as a
sales representative, the technology manager, the manager of
the business department, the sales director, and the general
manager of the optical fibre business department. Mr. Yan
has been the Deputy General Manager of the Company
since November 2012. Mr. Yan obtained a bachelor's
degree in felecommunications and a master's degree in digital
communications from Nanjing Institute of Communication
Engineering.
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SENIOR MANAGEMENT (Continued)

Mr. Yu Jianwu, age 58, is the Chief Marketing and Strategic
Officer of the Company and the general manager of YOFC
Shanghai, one of the Company's joint ventures. He is primarily
responsible for management of operational related matters of
the Company and overseeing the operation and management of
YOFC Shanghai. Mr. Yu has over 26 years of experience in the
optical fibre and cable industry. He has been with the Company
since August 1990. He consecutively served as an engineer, a
master engineer, the manager of the engineering department,
and the manager of the material department. From December
2001 to May 20006, he served as the general manager of
Shantou Aoxing, one of the Company's joint ventures. He also
served as the operation director of the Company from May
2006 to September 2012 and the general manager of the
optical fibre cable department of the Company from January
2011 to September 2012. Mr. Yu has been the general
manager of YOFC Shanghai since October 2012 and the
Chief Marketing and Strategic Officer of the Company since
December 2013. Prior to joining the Company, from February
1982 to August 1990, Mr. Yu worked at Wuhan Marine
Machinery Plant (currently known as Wuhan Marine Machinery
Co., lid.), consecttively serving as a technician, a team leader,
a designer and the deputy director of the technology department.
Mr. Yu obtained his bachelor's degree in mechanical
engineering from Shanghai Jiaotong University.

Mr. Zhang Yanxiang, age 50, is the Chief Sales Officer and
the general manager of the sales center of the Company. He is
primarily responsible for overseeing the overall sales strategies
and bidding processes of the Company. Mr. Zhang has over
22 years of experience in the optical fibre and cable industry.
He has been with the Company since April 1992. He had
consecutively served as a regional manager, the manager of
the business department, the general manager of the Beijing
branch of the Company and a member of the management
committee (from October 1999 to May 2001). He served as
the general manager of YOFC Shanghai, one of the Company's
joint ventures, from June 2001 to September 2012. He also
served as the general manager of the optical fibre cable business
department of the Company from October 2012 to December
2013. Since then, Mr. Zhang has been the Chief Sales Officer
and the general manager of the sales center of the Company.
Mr. Zhang obtained a bachelor's degree in telecommunications
from Lanzhou Jiaotong University and a master's degree in
business administration from Fordham University.
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DIRECTORS’, SUPERVISORS” AND SENIOR MANAGEMENT’S PROFILES (Continued)

BEE EERaREEBEAEHE &)

SENIOR MANAGEMENT (Continued)

Mr. Luo Jie, age 49, is the Chief Technology Officer of the
Company and the Director of the State Key Laboratory. He is
primarily responsible for overseeing the overall research and
development related matters and projects of the Company. Mr.
Luo has over 25 years of experience in the optical fibre and
cable industry. He has worked at the Company since November
2000, consecutively serving as the manager of the research
and development department and the general manager of the
R&D center. Mr. Luo has been the Chief Technology Officer
of the Company since February 2010. Prior to joining the
Company, Mr. Luo starfed to work at Wuhan Research Institute
of Posts and Telecommunications since January 1989 and
served as an engineer and a senior engineer from January 1992
to December 1996 and from December 1996 to September
2000, respectively. Mr. Luo obtained his bachelor’s degree in
material engineering, a master’s degree in material engineering
from Wuhan University of Technology, and a doctorate in
electromagnetics and microwave from Beijing University of Posts
and Telecommunications.

Mr. Leung King Yu, age 42, is the Chief Financial Officer and
the general manager of the financial center of the Company. He
is primarily responsible for overseeing the overall financial and
accounting related matters of the Company. Mr. leung has over
19 vears of financial and accounting related experience. Prior to
joining the Company, he had worked at the audit and assurance
department of Emst & Young, an international accounting firm,
for more than 17 years. He retfired from the partnership at Emst &
Young and joined the Company in September 2012. Mr. Leung
obtained a bachelor’s degree in accountancy from the Hong
Kong Polytechnic University. He has been a fellow member of the
Chartered Association of Certified Accountants since December
2003 and an associate member of the Hong Kong Institute of

Certified Public Accountants since July 1999.
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DIRECTORS’, SUPERVISORS’ AND SENIOR MANAGEMENT'S PROFILES (ceninued)

B EEREREBEAEHE ()

SENIOR MANAGEMENT (Continued)

Mr. Han Qingrong, age 38, the Secretary of the Board and the
deputy general manager of the sales center of the Company. He
is primarily responsible for assisting the Chief Sales Officer on
sales related matters and handling the Board related matters. Mr.
Han has more than 14 years of experience in optical fibre and
cable industry. He has been with the Company since December
2000. He had consecutively served as the PCVD process
engineer, the fibre R&D engineer, the fibre R&D manager, the
manager of the strategy and marketing department, the deputy
general manager of the specialty product business unit, and
the deputy general manager of cable business unit. He has
served as the secretary of the board of directors of YOFC, the
predecessor of the Company, since December 2011. Mr. Han
obtained a bachelor’s degree in silicate engineering, a master’s
degree in biomedical engineering, and a doctorafe in materials
physics and chemistry from Wuhan University of Technology. Mr.
Han also successfully completed the course of Designing and
Executing Strategy jointly offered by Harvard Business School
and Guanghua School of Management at Peking University.
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REPORT-QOF THE BOARD OF DIRECTORS

EEEWRE

The Board pleased to present its report together with the
audited consolidated financial statements for the year ended 31
December 2014.

PRINCIPAL ACTIVITIES

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

Details of the Company's subsidiaries, associates and joint
ventures are set out in notes 18, 19 and 20 to the audited
consolidated financial statements.

FINANCIAL POSITION AND RESULTS

The Group's financial position as at 31 December 2014 and
the Groups' profit for the year ended 31 December 2014 are
sef out on pages 91 to 92 and page 90 of this annual report,
respectively.

A discussion and analysis of the Group's performance during the
year and the key factors affecting ifs financial position and results
are sef out in the Management Discussion and Analysis on pages
16 to 28 of this annual report.

DIVIDEND

The Board proposed the distribution of a final dividend for
the year ended 31 December 2014 of RMBO.166 (before
considering tax impact) per share totaling RMB106.2 million.
If the profit distribution plan is approved by the shareholders at
the forthcoming annual general meeting o be held on 9 June
2015, the final dividend will be distributed no later than 31 July
2015 to shareholders whose names appear on the register of
members of the Company on 18 June 2015. Dividend payable
to the holders of domestic shares will be paid in RMB, whereas
dividend payable fo the holders of H shares will be declared
in RMB and paid in Hong Kong dollars (other than dividends
in respect of the H shares held by Draka, which will be paid in
Euro), the exchange rate of which will be calculated based on
the average exchange rate published by The People’s Bank of
China during the week prior fo the annual general meeting to be
held on @ June 2015.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

In accordance with the Enterprise Income Tax Law of the People’s
Republic of China [(FEARKXMBEEFHIED) and its
implementation rules effective on 1 January 2008, where a PRC
domestic enterprise disfributes dividends for financial periods
beginning from 1 January 2008 to non-resident enterprise
shareholders, it is required to withhold 10% enterprise income
tax for such non-resident enterprise shareholders. Therefore, as
a PRC domestic enterprise, the Company will, after withholding
10% of the final dividend as enterprise income tax, distribute the
final dividend to non-resident enterprise shareholders, i.e. any
shareholders who hold the Company’s shares in the name of
non-individual shareholders, including but not limited to HKSCC
Nominees Llimited, other nominees, trustees, or holders of H
shares registered in the name of other organisations and groups.

Pursuant to the PRC Individual Income Tax law ({FZE A R
MEEAFTS L)), the Implementation Regulations of the
PRC Individual Income Tax law ({  #EE A K £ A B @# A BT
BROEEMEH)), the Notice of the State Administration of
Taxation in relation to the Administrative Measures on Preferential
Treatment Entitled by Nonresidents under Tax Treaties (Tentative)
(Guo Shui Fa [2009] No. 124) (CBI X i #5 48 /5 A 1< £ 3%
GEEREZXMWIHEFBERIVE(FIT)) RBE) (B %
[2009]12457)) (the "Tax Treaties Notice”), the Notice of the
State Administration of Taxation on the Questions Concerning
the levy and Administration of Individual Income Tax After
the Repeal of Guo Shui Fa [1993] No. 45 (Guo Shui Han
[2011] No. 348 [(BIR i 1% 42 /& B8 70 B 75 35 [ 19931045
WX HREIEREREAMGHAEREN B (B K
[2011]3485%)), other relevant laws and regulations and other
regulatory documents, the Company shall, as a withholding
agent, withhold and pay individual income tax for the individual
holders of H shares in respect of the dividend to be distributed
to them. However, the individual holders of H shares may be
entitled fo certain fax preferential treatments pursuant to the fax
freaties between the PRC and the countries (regions) in which
the individual holders of H shares are domiciled and the tax
arrangements between Mainland China, Hong Kong or Macau.
For individual holders of H shares in general, the Company will
withhold and pay individual income tax at the rafe of 10% on
behalf of the individual holders of H shares in the distribution of
the dividend. However, the tax rates applicable to individual
holders of H Shares overseas may vary depending on the tax
freaties between the PRC and the countries (regions) in which the
individual holders of H shares are domiciled, and the Company
will withhold and pay individual income tax on behalf of the
individual holders of H shares in the distribution of the dividend
accordingly.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

The Company will identify the country of domicile of the
individual holders of H shares according to their registered
address on the H share register of members of the Company
on 18 June 2015 (the "Registered Address”). If the domicile
of an individual holders of H shares is not the same as the
Registered Address or if the individual holders of H shares
would like to apply for a refund of the additional amount of tax
finally withheld and paid, the individual holders of H shares
shall notify and provide relevant supporting documents to the
Company on or before 12 June 2015. Upon examination of
the supporting documents by the relevant tax authorities, the
Company will follow the guidance given by the tax authorities to
implement relevant tax withholding provisions and arrangements.
Individual holders of H shares may either personally or appoint
a representative fo affend to the procedures in accordance with
the requirements under the Tax Treaties Notices if they do not
provide the relevant supporting documents to the Company
within the time period stated above.

The Company assumes no responsibility and disclaims all
liabilities whatsoever in relation to the tax status or tax treatment
of the individual holders of H shares and for any claims
arising from or in connection with any delay in or inaccurate
defermination of the tax sfatus or tax treatment of the individual
holders of H shares or any disputes over the withholding
mechanism or arrangements.

Shareholders are recommended to consult their tax advisors
regarding the PRC, Hong Kong and other tax implications arising
from or in connection with their holding and disposal of the H
shares of the Company.

The Board is noft aware that any shareholder of the Company
has waived or agreed to waive any dividends.

FINANCIAL SUMMARY

A summary of the Group's results, assets and liabilities for the last
four financial years is set out in the Financial Highlights on page
5 of this annual report. This summary does not form part of the
audited consolidated financial statements.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

USE OF NET PROCEEDS FROM THE GLOBAL
OFFERING

On 10 December 2014, the Company's H shares were listed on
the Main Board of the Stock Exchange. A fofal of 159,870,000
H shares with nominal value of RMB1.00 each of the Company
were issued at HK$7.39 per share for a fotal of approximately
RMB@32.5 million. The net proceeds from the Global Offering
(after deducting underwriting fees and related listing expenses)
amounted to approximately RMB892.4 million (equivalent to
approximately HK$1,130.6 million). During the financial year
ended 31 December 2014, the net proceeds from the Global
Offering had not yet been utilised. As at the latest practicable
date before bulk-printing of this annual report, a total amount of
approximately RMB178.5 million from the net proceeds from
the listing had been utilised for repayment of bank loans. The
unutilised net proceeds have been deposited into shortterm
demand deposits in a bank account maintained by the Group.
In 2015, the Company will utilise the net proceeds from the
Clobal Offering for the purpose consistent with those set out in
the section headed “Future Plans and Use of Proceeds” in the
Prospectus.

MAJOR CUSTOMERS AND SUPPLIERS

The end customers of the Group are primarily
telecommunications network operators in China or overseas.
The customers of the Group also include optical fibre and cable
manufacturers to whom the Group sells preforms and optical

fibres.

For the year ended 31 December 2014, the Group's sales to
its five largest customers and ifs largest customer accounted for

40.6% and 20.7% (2013: 48.9% and 23.9%) of the Group's

total sales, respectively.

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

For the year ended 31 December 2014, the Group's purchases
from its five largest suppliers and its largest supplier accounted

for 53.7% and 17.0% (2013: 50.7% and 15.6%) of the

Croup's total purchases.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

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

PROPERTY, PLANT AND EQUIPMENT, AND
CONSTRUCTION IN PROGRESS

Details of movements in the property, plant and equipment and
construction in progress during the year ended 31 December
2014 are set out in notes 14 and 15 to the audited consolidated
financial statements in this annual report.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year ended 31 December 2014 are set out in note 32 fo the
audited consolidated financial statements in this annual report.

RESERVES AND DISTRIBUTABLE RESERVES

Details of movements in the reserves of the Company during
the year ended 31 December 2014 are set out in note 32 to
the audited consolidated financial statements, and details of
movement in the reserves of the Group during the year ended
31 December 2014 are set out in the consolidated statement of
changes in equity on page 95 of this annual report.

As at 31 December 2014, the Company’s reserves available
for distribution, calculated in accordance with the provisions
of Companies Law in the PRC, amounted to approximately
RMB716.1 million.

BANK LOANS

Details of bank loans of the Group as at 31 December 2014
are sef out in note 27 to the audited consolidated financial
statements in this annual report.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

RIGHTS TO ACQUIRE THE COMPANY’S SECURITIES

At no time during the year was the Company, or any of
its holding companies or subsidiaries, or any of its fellow
subsidiaries, a party to any arrangement to enable the Directors,
Supervisors or chief executive of the Company or their respective
associates or close associates (as respectively defined under the
Listing Rules) to have any right to subscribe for securities of the
Company or any of ifs associated corporations as defined in the
SFO or to acquire benefits by means of acquisition of shares in,
or debentures of, the Company or any other body corporate.

CHARITABLE CONTRIBUTIONS

During the year, the Group made charitable contributions

totalling RMB792,500.
DIRECTORS

The Directors and the Supervisors during the year and up to the
date of this annual report were:

EXECUTIVE DIRECTORS
Mr. Wen Huiguo (Chairman)

Mr. Frank Franciscus Dorjee (Vice-Chairman)

NON-EXECUTIVE DIRECTORS
Mr. Ma Jie

Mr. Sun Jiming

Mr. Philippe Claude Vanhille

Mr. Yeung Kwok Ki Anthony

Mr. Xiong Xiangfeng

Ms. Zheng Huili

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Ngai Wai Fung
(appointed on 24 September 2014
Mr. Ip Sik On Simon
(appointed on 24 September 2014
Mr. Li Ping
(appointed on 24 September 2014
Mr. Li Zhuo
(appointed on 24 September 2014

SUPERVISORS
Mr. Jiang Zhikang
Mr. Yao Jingming

Ms. Yu Jiaxuan
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

BOARD OF DIRECTORS, SUPERVISORS AND SENIOR
MANAGEMENT

Biographical details of the Direcfors, the Supervisors and senior
management of the Company are sef out on pages 29 to 43 of
this annual report.

CONFIRMATION OF INDEPENDENCE OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

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

DIRECTORS’” AND SUPERVISORS’ SERVICE
CONTRACTS AND LETTER OF APPOINTMENTS

Each of the executive Directors and non-executive Directors
has enfered info a service confract with the Company on 14
November 2014. Each of the independent non-executive
Directors has signed a letter of appointment on 14 November
2014. Pursuant to our Articles of Association, the term of office
of the Directors shall be 3 years. The principal particulars of
these service contfracts and letters of appointment are (a) for
a term commencing from their respective effective date of
appointment until the day on which the next general meeting of
the shareholders for re-election of Directors is held, and (b) are
subject to fermination in accordance with their respective terms.

Each of the Supervisors has enfered into a service contract with
the Company on 14 November 2014. As required under the
Opinions on Further Promotion of Standardizing Operations
and Intensifying Reform of Overseas Llisted Companies
(Guojingmaogai No. [1999]230), when the next term of office
of the board of the Supervisors of the Company commences,
in addition to the existing three Supervisors, the Company shall
have a number of external Supervisors comprising one half or
more of the board of Supervisors, among whom, two or more
shall be independent Supervisors. The Company has selected
qualified candidates and will be submitted to the forthcoming
annual general meeting for approval of their appointment. For
defails, please see the announcements of the Company dated

27 March 2015 and 31 March 2015,

None of the Directors and the Supervisors had entered into a
service contract with the Company or its subsidiaries which is not
determinable by the Company within one year without payment
of compensation (other than statutory compensation).
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

DIRECTORS” AND SUPERVISORS’ INTERESTS IN
CONTRACTS OF SIGNIFICANCE

None of the Directors and the Supervisors had a material interest,
either directly or indirectly, in any contract of significance to
the business of the Group to which the Company or any of its
subsidiaries was a party during the year ended 31 December
2014 or subsisted at the end of the year ended 31 December
2014.

MANAGEMENT CONTRACTS

No confracts concerning the management and administration of
the whole or any substantial part of the business of the Company
were entered info or existed during the year ended 31 December

2014.
EMOLUMENT POLICY

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

The Company has not adopted any share award scheme or
share option scheme.

REMUNERATION OF DIRECTORS, SUPERVISORS
AND FIVE HIGHEST PAID INDIVIDUALS

Details of the remuneration of the Directors, the Supervisors and
five highest paid individuals are set out in notes @ and 10 to the
audited consolidated financial statements.

PENSION SCHEMES

Particulars of the pension schemes of the Group are sef out in
note 7 to the audited consolidated financial statements.

CHANGES TO INFORMATION IN RESPECT OF
DIRECTORS AND SUPERVISORS

Save as disclosed in the section headed “Directors’,
Supervisions' and Senior Management's Profiles” in this annual
report, during the year ended 31 December 2014, there were
no changes to information which are required to be disclosed
and has been disclosed by the Directors and the Supervisors
pursuant to paragraph {a) fo (e) and (g) of Rule 13.51(2) of the
Listing Rules.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

INTERESTS AND SHORT POSITIONS OF DIRECTORS,
SUPERVISORS AND THE CHIEF EXECUTIVE IN THE
SHARES, UNDERLYING SHARES AND DEBENTURES

As at 31 December 2014, none of the Directors, Supervisors or
chief executive of the Company had any interests or short positions
in the shares, underlying shares or debentures of the Company
or any of ifs associated corporations (within the meaning of Part
XV of the SFO) as recorded in the register required fo be kept
under Section 352 of the SFO or as otherwise be notified to
the Company and the Stock Exchange pursuant to the Model
Code (for this purpose, the relevant provisions of the SFO will
be interpreted as if they applied fo the Supervisors and the chief
executive).

SUBSTANTIAL SHAREHOLDERS” AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 31 December 2014, the following persons (other than
Directors, Supervisors or chief executive of the Company) had
interests and short positions in the shares and underlying shares
of the Company as recorded in the register required to be kept
by the Company pursuant to section 336 of the SFO:
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Approximate
percentage of

Approximate the relevant

percentage of classes of
Number of interestinthe  Shares of the
Name of Shareholders Capacity Class of Shares  Shares interested Company Company  Nature of inferest
LR SN I SNl
BEREZ B2 BY ikt
RREH 5t k] Reo#E BOL BoEsk BEME
China Huaxin Beneficial owner Domestic Shares 179,827,794 28.12% 59.99%  long posifion
hEER ERAA NER HE
China Reform Holdings Interest of a controlled ~ Domestic Shares 179,827,794 28.12% 59.99%  long position
Corporation Lid!" corporafion NER 58)
PEEEREREEARN REEE S
Yangtze Communications Beneficial owner Domestic Shares 119,937,010 18.76% 40.01%  long position
RLEE ERAA NER HE
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EESWRE )

Name of Shareholders

Draka Holding B.V.7

Prysmian S.p.A.F

Prysmian Cavi e Sistemi S.r.L1

Integrated Asset Management
(Asial Limited

Yam Tk Cheung®

RS

Value Partners Group Limited?

BEEEARARV

The Goldman Sachs Group, Inc.

Beneficial owner

ExfBA

Interest of a controlled
corporation
R EE R

Interest of confrolled
corporafions
RIEZEERS

Interest of controlled
corporations
RIEFEER

Beneficial owner
ELEAA

Interest of a controlled
corporation
RIEFEER

Interest of controlled
corporations
RIEFEER

Interest of controlled
corporafions
RIEFERER

Class of Shares

H Shares
Hi&

H Shares
Hi%

H Shares
Hig

H Shares
HAi&

H Shares
Hi%
H Shares
Hi&

H Shares
Hi%

H Shares
Hi%

Number of

Shares interested

Y i
g A=

179,827,794

179,827,794

179,827,794

179,827,794

31,955,500

31,955,500

18,500,000

23,980,000

23,980,000

Approximate
percentage of
interest in the
Company
EARAT

i £k i)
Bt
28.12%

28.12%

28.12%

28.12%

5.00%

5.00%

2.89%

3.75%

3.75%

Approximate

percentage of

the relevant

classes of
Shares of the
Company  Nature of interest
ERSAETL L
BhRG 2
BoEstk BEME
52.94%  long position
)
52.94%  long position
HE
52.94%  long position
5}
52.94%  long position
HE
9.41%  long position
HE
9.41%  long position
)
5.44%  long position
HE
7.06%  long position
HeE
7.06%  Short position

A
KE
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

Notes:

(1)

(2)

(3

(3]

(6)

China Huaxin is wholly owned by China Reform Holdings Corporation
lid. China Reform Holdings Corporation Lid. is therefore deemed fo be
interested in 179,827,794 domestic shares being held by China Huaxin.

Draka is a wholly-owned subsidiary of Draka Holding B.V.. Draka Holding
B.V. is therefore deemed fo be interested in 179,827,794 H shares being
held by Draka.

Draka Holding B.V. is held as to 52.165% by Prysmian S.p.A. and
47.835% by Prysmian Cavi e Sistemi S.r.L., a wholly-owned subsidiary of
Prysmian. As set out in note (2) above, each of Prysmian S.p.A. and Prysmian
Cavi e Sistemi S.r.L. is therefore deemed to be interested in 179,827,794
H shares held by Draka.

Intfegrated Asset Management (Asia) Limited is wholly owned by Mr. Yam
Tok Cheung and Mr. Yam Tak Cheung is therefore deemed fo be inferested
in 31,955,500 H shares held by Integrated Asset Management (Asia)
Limited.

Value Pariners Group Limited is deemed tfo be interested in 18,500,000
H shares held by Value Partners Limited. Value Partners Limited is wholly
owned by Value Partners Hong Kong Limited, which was a wholly-owned
subsidiary of Value Partners Group Limited.

The Goldman Sachs Group, Inc. (“Goldman Sachs”) is deemed fo
have a long posifion in 23,980,000 H shares held by Goldman Sachs
International and a short position in 23,980,000 H shares held by
Goldman Sachs [Asia) L.L.C.. Goldman Sachs International was a wholly-
owned subsidiary of Goldman Sachs Group UK Limited which was held
as fo 97.21% by Goldman Sachs (UK) L.L.C., a wholly-owned subsidiary
of Goldman Sachs. Goldman Sachs [Asia) L.L.C. was wholly owned by
Goldman Sachs Holdings (Hong Kong) Limited, a wholly-owned subsidiary
of Goldman Sachs (Asia] Corporate Holdings L.P. which was controlled
by Goldman Sachs (Cayman) Holdings Company and GS India Holdings

Delaware) L.L.C., subsidiaries of Goldman Sachs.

MEE

(1)

(2]

(3]

(4]

(3]

(6]

PREEEHFEBEFZEREREETARZERES -
FEBEFERERETAAEMBER AN EER
BE2179,827 794 NERFHER WS -

Draka /4 Draka Holding B.V. 8 2 & ff & 2 @& -
Draka Holding B.V. A& M #% 1% /& 5 Draka 5 A 2
179,827, 7 QAR HAR G e o

Draka Holding B.V.FaPrysmian S.p. A F5E52.165%
X/ Prysmian 2 & & Mi B 2 7 Prysmian Cavi e
Sistemi S.r.L45E47.835% ° a0 XXM (2)FrE, -
Prysmian S.p.A. KPrysmian Cavi e Sistemi S.r.L. A
B WIR B Drakas BH) 179,827,794 HAL *h #E
B -

Integrated Asset Management [Asia) Limited /& £
BEALEZERE  IREELEAMBEA/R
Integrated Asset Management (Asia) Limited#§ A /Y
31,955,500k HAR F A R 2 ©

SEEEERAAREAEFSBESEB QAR
£218,500,000/HE 2z # 4 - BEESERE QR
HEEESEREEARARLERE  MEER
SEEEEARAAAASESEEERARZEZE
MEBAE -

The Goldman Sachs Group, Inc. ([ Goldman Sachs )
% 18 & ¥ A Goldman Sachs International ¥ & 2
23,980,000 g HZ Z 17 & LA K Goldman Sachs
[Asia) LL.C. ¥ 8 2 23,980,000 R Hf& 2 # & °
Goldman Sachs International & Goldman Sachs
Group UK limited 2 2 & Kt B 2 7 » Goldman
Sachs Group UK limited B8 Goldman Sachs (UK)
[.L.C. (Goldman Sachs 2 2 E I B X 7)) # &
Q7.21% » Goldman Sachs (Asia) L.L.C. & Goldman
Sachs Holdings (Hong Kong) Limited(Goldman Sachs
[Asia) Corporate Holdings L.P.Z2 2 &MB R R E2E
# A ° Goldman Sachs (Asia) Corporate Holdings
L.P. B8 Goldman Sachs & 7 & i & 2 7 Goldman
Sachs (Cayman) Holdings Company [ GS India
Holdings (Delaware) L.L.C 3%l ©
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

ARRANGEMENT TO PURCHASE SHARES OR
DEBENTURES BY DIRECTORS

At no time during the year was the Company or any of ifts holding
companies, subsidiaries or fellow subsidiaries a party fo any
arrangement to enable the Directors and Supervisors to acquire
benefits by means of acquisition of shares in or debentures of the
Company or any other body corporate.

PURCHASE, SALES AND REDEMPTION OF LISTED
SECURITIES OF THE COMPANY

Save for the Global Offering as described in the Prospectus, the
Company and its subsidiaries did not purchase, sell or redeem

any of listed securities of the Company during the year ended 31
December 2014.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Arficles of
Association of the Company or the Companies Law in the PRC,
which would oblige the Company to offer new shares on a pro
rata basis fo the existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

As at the latest practicable dafe prior fo the issue of this annual
report and based on information that is publicly available to
the Company and within the knowledge of the Directors, the
Company has maintained the minimum public float of 25% as
required under the Listing Rules.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

DIRECTORS’ INTEREST IN COMPETING BUSINESS

As at 31 December 2014, none of the Directors or their
respective close associates had engaged in or had any interest
in any business which competes or may compete, either directly
or indirectly, with the businesses of the Group except for Mr.
Philippe Claude Vanhille who has been serving as the senior
vice-president of telecom business of the Prysmian group and
primarily responsible for its global telecom business. He holds
several positions in certain subsidiaries of Prysmian S.p.A.
(together with its close associates, the “Prysmian Group”)
as more particularly described below. The Prysmian Group
produces a complete range of optical fibres, optical and copper
cables and accessories for connectivity systems. The Prysmian
Group has similar business serving the telecom sector as the
Company and therefore competes with the Company. In relation
to the competing interest of Mr. Philippe Claude Vanhille,
although he is involved in the high level decision making of the
Company's important strategic and policy matters, he is not
involved in the daily management and business operation of the
Company. Further, the Board operates in accordance with the
Company's Arficles of Association which require Mr. Vanhille
not to be entitled to vote on [nor be counted in the quorum in
relation to] any resolution of the Board in respect of any contract,
fransaction or arrangement in which Mr. Vanhille or any of his
close associates is materially interested.
Name of company Nature of interests
Draka Executive Director
Draka Comteq Fibre B.V. Non-executive Director
Draka Comteq France S.A.S. Member of Comité de
Confrole
Non-executive Director
Chairman of the Board of
Directors
Non-executive Director
Non-executive Director

Draka Comteq lberica S.L.U.
Fibre Ottiche Sud S.r.l.

NK Wuhan Cable Co., Lid.
Prysmian Cables and Systems
USA LLC
Precision Fibre Optics Ltd. Non-executive Director
The independent non-executive Directors have reviewed the list
of directorships provided by Mr. Vanhille and note that there is
no change in defails previously so disclosed in the Prospectus.
The Company has put in place corporate governance measures
to manage the conflict of inferests arising from the competing
interests of Mr. Vanhille and to safeguard the interests of
the Company, details of which are set out in the Corporate
Governance Report on pages 65 to 85 of this annual report.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

COMPLIANCE WITH SANCTIONS UNDERTAKINGS

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

CONNECTED TRANSACTIONS

NON-EXEMPT ONE-OFF CONNECTED TRANSACTIONS
During the year ended 31 December 2014, the Group has
not entered into any non-exempt one-off connected fransactions
which were discloseable or subject to independent shareholders’
approval under the Listing Rules.
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REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

The continuing connected transactions of the Company are also
related party transactions, which are disclosed in note 36 to
the audited consolidated financial statements in accordance
with International Accounting Standards 24 “Related Party
Disclosure”.

Summarised below are the nature of transactions, the annual
caps and the fransaction amount of the confinuing connected
transactions for 2014:

Sales of Optical Fibres and Optical Fibre Cables to China
Huaxin and Its Associates (Collectively the “Huaxin Group”)
China Huaxin is a substantial shareholder of the Company and
is therefore a connected person of the Company under the Listing
Rules. China Huaxin also held 50% equity inferests in Alcatel-
Lucent Shanghai Bell Co., lid {"Shanghai Bell”) and therefore
Shanghai Bell is an associate of China Huaxin and is also a
connected person of the Company under the Listing Rules.

The Company entered into a framework agreement with China
Huaxin on 13 November 2014 to regulate the sales of optical
fibres and optical fibre cables with the Huaxin Group (the
"Huaxin Sales Framework Agreement’]. Pursuant to the Huaxin
Sales Framework Agreement, the pricing ferms of each sales
fransaction shall be determined with reference fo the prevailing
tender price announced by the state-owned felecommunications
operators in the PRC and where such tender price is not
available or inapplicable, the price shall be determined on a
fair and reasonable basis which is equivalent or comparable to
those offered to or quoted by third parties independent of the
Company for similar products.

The Huaxin Sales Framework Agreement became effective on 10
December 2014 and is valid unfil either (i) the expiry of a period
of three years or (i) the date on which China Huaxin ceases to
be our connected person, whichever comes earlier. The parties
to the Huaxin Sales Framework Agreement may negotiate to
extend the agreement for a further term of three years within two
months before the expiry of the three-year term of the agreement
unless the agreement is terminated earlier due to China Huaxin
ceasing to be the connected person of the Company.

During the year, the annual caps of the continuing connected
fransactions with China Huaxin and Shanghai Bell for 2014
as permitted by the Stock Exchange were RMB7,000,000
and RMB10,000,000, respectively, and the actual transaction
amount for 2014 with China Huaxin and Shanghai Bell was
RMB1,450,000 and RMB783,000, respectively and the

annual caps have been kept.
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Optical Fibre Technology Cooperation Agreement (the “TCA”)

Draka is a substantial shareholder of the Company and is
therefore a connected person of the Company under the Listing
Rules.

The Company entered into the TCA with Draka on 13 October
2008, which was further revised on 27 August 2013 and 30
May 2014. The TCA came info effect on 1 June 2008 and shall
expire on 22 July 2024 unless terminated earlier by one party
by written notfice in case of breach of contract by other party,
provided that in the case of any breach capable of being made
good, the agreement shall not be terminated unless and until
such breaching party has failed to make good the breach within
sixty days affer it has been served with a writfen notice specifying
the breach and requiring it to make the breach good. The TCA
sets out the terms and conditions of the cooperation between
the Company and Draka in relation to the joint development
of optical fibre technology, the grant of a licence over Draka’s
patents, the geographical delineation of sales market and the
provision of technical services. Further details of the terms and
conditions of the cooperation between the Company and Draka
are set out in the Prospectus.

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

During the year, the annual cap for the royalty fee paid or
payable to Draka for 2014 as permitted by the Stock Exchange
was RMB28,000,000 and the actual transaction amount with

Draka for 2014 was RMB25,631,000 and the annual cap has
been kept.

The Company has obtained a waiver from the Stock Exchange
from strict compliance with the requirement of limiting the term of
the TCA fo three years or less. For details of the waiver, please
refer to the Prospectus.
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Sales and Purchases of Optical Fibres, Optical Fibre Cables, Raw
Materials, Equipment and Components to and from Prysmian
S.p.A. and lts Associates (the “Prysmian Group”) and YOFC
Shanghai

Draka Comteq Frances S.A.S. (“Draka France”), Draka Comteq
Fibre B.V. ("Draka Fibre"), Singapore Cable Manufacturers
Pte lid. ("Draka Singapore”), Prysmian Wuxi Cable Co., lid.
(“Prysmian Wuxi") and Prysmian Draka Brasil S.A. ("Prysmian
Brazil”] are indirect subsidiaries either of Draka Holding B.V.
or Prysmian S.p.A. and thus they are all fellow subsidiaries of
Draka, and is therefore an associate of Draka and are connected
persons of the Company under the Listing Rules.

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

During the year, the Company sells and purchases optical fibres,
optical fibre cables, raw materials, equipment and components
to and from certain members of the Prysmian Group and YOFC
Shanghai in the ordinary and usual course of business.

The Company entered into two framework agreements with
Prysmian S.p.A. and two framework agreements with YOFC
Shanghai, respectively, on 13 November 2014 to regulate
each sales and purchases transaction with the Prysmian Group
and YOFC Shanghai. Pursuant to the terms of these framework
agreements, the pricing of each sales transaction shall be
consistent with the following guidelines:

() the prevailing tender price announced by local
telecommunications operators at the place where the
relevant purchaser is located (the “Local Tender Price”); or

(i) the latest average export (from China) price made available
fo public by the General Administration of Custom of the
PRC, at the time of the relevant transaction (the “Export
Price”);

where neither the Local Tender Price nor the Export Price is
available, the pricing ferms shall be consistent with the prevailing
tender price announced by the state-owned felecommunications
operators in the PRC (the “PRC Tender Price”) and where none of
the Local Tender Price, the Export Price or the PRC Tender Price
is available or applicable, the price shall be defermined on a
fair and reasonable basis which is equivalent or comparable to
those offered o or quoted by third parties independent of the
Company for similar products.
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With respect fo the pricing of each purchase transaction, it shall
be consistent with the following guidelines:

(i) the latest average import (into China) price made available
fo public by the General Administration of Customs of the
PRC at the time of the relevant transaction; or

i) the prevailing tender price announced by the state-owned
telecommunications operators in the PRC;

where none of the above is available or applicable, the price
shall be determined on a fair and reasonable basis which is
equivalent or comparable to those offered to or quoted by third
parties independent of the Company for similar products.

Fach of the above mentioned framework agreements entered
into between the Company and Prysmian S.p.A. or YOFC
Shanghai became effective on 10 December 2014 and is
valid either (i} until the expiry of a period of three years or {ii]
the date on which Draka ceased to be a connected person of
the Company, whichever comes earlier. The parties to these
framework agreements may negotiate to extend the agreement
for a further term of three years within two months before the
expiry of the three-year term of the agreements unless the
agreements are terminated earlier due to Draka ceasing to be the
connected person of the Company.

During the year, the annual caps of the confinuing connected
fransactions with respect fo sales transactions with each of Draka
Fibre, Draka Singapore, Prysmian Wuxi, Prysmian Brazil and
YOFC Shanghai for 2014 as permitted by the Stock Exchange
were RMB2,000,000, RMB20,000,000, RMB70,000,000,
RMB8,000,000 and RMB231,000,000, respectively, and
the actual transaction amount for 2014 with Draka Fibre,
Draka Singapore, Prysmian Wuxi, Prysmian Brazil and YOFC
Shanghai was Nil, RMB16,049,000, RMB40,564,000,
RMB5,585,000 and RMB215,918,000, respectively. The
annual caps have been kept.
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During the year, the annual caps of the confinuing connected
fransactions with respect to purchases transactions with each
of Draka Fibre, Draka France and YOFC Shanghai for 2014
as permitted by the Stock Exchange were RMB 12,000,000,
RMB36,000,000 and RMB259,000,000, respectively, and
the actual transaction amount for 2014 with Draka Fibre,
Draka France and YOFC Shanghai was RMB10,132,000,
RMB7,901,000 and RMB184,833,000, respectively. The
annual caps have been kept.

In respect of the sale transactions with Huaxin Group and the
transactions under the TCA, the Company has obtained a
waiver from the Stock Exchange from strict compliance with
the announcement requirement under Rule 14A.35 of the
Listing Rules. In respect of the purchase and sale transactions
with the Prysmian Group and YOFC Shanghai, the Company
has obtained a waiver from the Stock Exchange from strict
compliance with the announcement, circular and independent
shareholders’ approval requirements under Rule 14A.35,
14A.36, 14A.46 and 14A.53(3) of the Listing Rules.

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

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

(3] according to the agreements governing them on terms

that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.

R » Draka Fibre * Draka France M &R +
BRZE—NGFEBERBENREREISF
EERDRIAEARE12000000757T - AR
# 36,000,000t & A R# 259 000,000 7T
(KBt X P ) - M = Z — U4 B Draka
Fibre * Draka France X ER BN ER R 5
SEEO R AARE10,132,00070 - AR
7,901,000t & AR¥184,833,0007T » &F
B LRRFRE -

HREFEEENEERXH M ABRMAE
HHETHRXZME - AR A E [ AT
B#n  TABRET LEWRAEILA 35
FERAUBETHAERE  HEEEFSEE
EEREBNEERZME @ ARF T ME
RS EH R FEARBET LETRANE
14A.3516 ~ B14A.361% ~ B14A 46K RE
T4A S3(3MEMBIE TR E ~ B MBI
RAERTE -

BUFATESCEN LASEAREBER
5 WHERZERS :

(1) EAEE-REBAEEBHIL:

(2) RR—MIEEMEGETET K

(3) TIRBHREZFTR 5k Rk

RRGETT
MRXPIERBRAFEE  IHFEARA
MR R A EEBE 5 o

Yangtze Optical Fibre and Cable Joint Stock Limited Company &Rt Y 83D AR A 7]



REPORT OF THE BOARD OF DIRECTORS (Coniinued)
BEERE (1)

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

a. nothing has come to the auditor’s attention that causes the
auditor fo believe that the non-exempt continuing connected
fransactions as disclosed above have not been approved by
the Board:

b. for transactions involving the provision of goods or services
by the Group, nothing has come to the auditors’ atftention
that causes the auditor to believe that the non-exempt
continuing connected transactions as disclosed above were
not, in all material respects, in accordance with the pricing
policies of the Group;

c. nothing has come to the auditor’s attention that causes the
auditor fo believe that the non-exempt continuing connected
transactions as disclosed above were not entered into,
in all material respects, in accordance with the relevant
agreements governing such fransactions; and

d. with respect to the aggregate amount of each of the non-
exempt continuing connected fransactions set out above,
nothing has come to the auditor’s attention that causes
the auditor to believe that the non-exempt continuing
connected fransactions as disclosed above have exceeded
the maximum aggregate annual value disclosed in the
Prospectus in respect of each of the non-exempt continuing
connected transactions.

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

In respect of the above-mentioned non-exempt continuing
connected transactions, the Directors also confirmed that the
Company was in compliance with the disclosure requirements
under Chapter 14A of the Listing Rules.
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AUDIT COMMITTEE

The audit committee of the Company has reviewed the
accounting principles and policies adopted by the Group and
discussed the Group's internal controls and financial reporting
matters with the management. The audit committee has also
reviewed the audited consolidated financial statements of the

Group for the year ended 31 December 2014.
POST BALANCE SHEET EVENTS

The material post balance sheet events are disclosed in note 37
fo the audited consolidated financial statements.

AUDITORS

The Company has appointed KPMG and KPMG Huazhen
(Special General Partnership) (collectively "KPMG”) as the
international and the domestic auditors of the Company for the
year ended 31 December 2014. KPMG retire and a resolution
for their reappointment as both international and domestic
auditors of the Company will be proposed at the forthcoming
annual general meeting, which will be held on @ June 2015.

On behalf of the Board

Wen Huiguo

Chairman

Wouhan, China
27 March 2015
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CORPORATE GOVERNANCE REPORT

SREARE

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

CORPORATE GOVERNANCE

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

As the H shares of the Company were listed on the Main Board
of the Stock Exchange on 10 December 2014, the CG Code
was not applicable to the Company before the Listing Date.
The Company has adopted all the code provisions in the CG
Code which are applicable to the Company and the manner in
which the principles and code provisions in the CG Code were
applied and implemented during the Relevant Period and up
to the date of this annual report is explained in this Corporate
Governance Report. The Company has complied with all the
code provisions under the CG Code during the Relevant Period.

The Board will continue to review and improve the Company’s
corporate governance system fo ensure its compliance with the
CG Code.
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TEERBRE (O

BOARD

DUTIES AND DIVISION OF RESPONSIBILITY

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

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

CHAIRMAN OF THE BOARD AND CHIEF EXECUTIVE
OFFICER

The Company does not have the position of chief executive
officer, the duties of which are performed by the general
manager. Mr. Wen Huiguo is the chairman of the Board while
Mr. Zhuang Dan is the general manager of the Company. They
have clear division of duties. Mr. Wen Huiguo shall oversee
the works of the Board and monitor the implementation of the
resolutions approved by the Board while Mr. Zhuang Dan s
primarily responsible for strategic development and planning,
and day-to-day management of the Company. There is no
financial, business, family or other relationship between the
Directors, the Supervisors, the Chairman of the Board, the
general manager of the Company and the senior management
of the Company.
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COMPOSITION OF THE BOARD

As af the date of this annual report, the Board comprises 12
Directors, including two executive Directors namely, Mr. Wen
Huiguo (the Chairman) and Mr. Frank Franciscus Dorjee (the
Vice-Chairman), six non-executive Directors namely, Mr. Ma Jie,
Mr. Sun Jiming, Mr. Philippe Claude Vanhille, Mr. Yeung Kwok
Ki Anthony, Mr. Xiong Xiangfeng and Ms. Zheng Huili, and four
independent non-executive Directors namely, Mr. Ngai Wai
Fung, Mr. Ip Sik On Simon, Mr. Li Ping and Mr. Li Zhuo.

Particulars of the Directors are set out in the section “Directors’,
Supervisors’ and Senior Management's Profiles” in this annual
report.

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

In accordance with the Articles of Association of the Company,
the Directors (including non-executive Directors) are elected by
shareholders at a general meeting for a term of three years,
which is renewable upon re-election and re-appointment.

POSITIONS IN OTHER COMPANIES HELD BY
DIRECTORS

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

TIME COMMITMENT OF DIRECTORS

In addition fo attending meetings of the Board, the Directors
shall also review reports of the management and regular reports
of the Company, inspect the operation of the Company and
understand all matters of the Company through various channels
so as to effectively perform their duties. After making particular
enquiries, the Board is of the view that the Directors had devoted
sufficient time and efforts to perform their duties.
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TEERBRE (O

TRAINING AND PROFESSIONAL DEVELOPMENT OF
DIRECTORS

Prior to the Listing Date, all Directors had already participated in
a formal and comprehensive training program in respect of (i) the
obligations of compliance with the Listing Rules by the directors,
supervisors and senior management of companies listed in
Hong Kong; and (i) the compliance requirement for connected
fransactions of listed companies under the Listing Rules.

The Directors will keep abreast of the latest development in legal
and regulatory requirements and the operation of the Company
fo facilitate the performance of their duties. Training will also
be provided for the Direcfors when necessary to ensure that the
Directors understand the business and operation of the Group
and their duties and obligations under the Listing Rules and the
applicable laws and regulations.

INSURANCE FOR DIRECTORS
The Company pays much attention to the prevention of risks in
relation to the liabilities of the Directors. The Board has resolved
fo maintain liability insurance for all the Directors, which has
been in place since the Listing Date.

MEETINGS OF THE BOARD

Pursuant to code provision A.1.1 of the CG Code, the Board
should meet regularly at least four times a year at approximately
quarterly intervals. Notice of at least 14 days should be
given of regular board meetings. According to the Articles of
Association of the Company, in the event of any of the following
circumstances, the Chairman will convene extraordinary
meeting: (i) when it is proposed by two or more Directors; and {ii)
when it is proposed by the general manager of the Company.

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

During the Relevant Period, one extraordinary meeting was
held by the Board on 12 December 2014, at which the Board
discussed those corporate and strategic matters to be executed in
2015. All these matters do not constitute notifiable transactions
or connected fransactions of the Company under Chapter 14
and Chapter 14A of the Listing Rules.
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The table below sefs out the details of meetfing attendance of
each member of the Board during the Relevant Period.

Director

2=

Executive Directors HITES

Mr. Wen Huiguo (Chairman) y A.f‘ii(ﬁ%ﬁ)

Mr. Frank Franciscus Dorjee (Vice-chairman)

Non-executive Directors FHTES

Mr. Ma Jie BAREE

Mr. Sun Jiming HIRRASE &

Mr. Philippe Claude Vanhille JEFE o BRI E
Mr. Yeung Kwok Ki Anthony BEFELE

Mr. Xiong Xiangfeng BEA) I 4 A4

Ms. Zheng Huili HEELT
Independent Non-executive Directors BYFBITES
Mr. Ngai Wai Fung BEE L

Mr. Ip Sik On Simon S kv

Mr. Li Ping FFRE

Mr. Li Zhuo FEEE

Note: Attendance includes on-site attendance and attendance through
electronic means such as telephone conference.

The Board had held two regular meetfings in 2015. One meeting
was held on 30 January 2015 to consider and approve the
announcement on the inside information of selected unaudited
financial information of the Group for the nine months ended 30
September 2014. The other meeting was held on 27 March
2015 to consider and approve the annual results of the Group
for the year ended 31 December 2014. All Directors have
attended these two meetings.

BOARD COMMITTEES

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

No meetings of the Board committees were held during the
Relevant Period, except that a meeting of the Nomination and
Remuneration Committee was held, details of which will be
further discussed below.

s BEALEGEIEER)

FRIBEES
HERE -

ERENEBHRALES

Number of Number of Number of
meetings meetings meetings
requiring attended attended

attendance in person by proxy
BERILE BEHE ZEAREE
L8 BRRH ﬁ%m%{

1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
1 1 0
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AUDIT COMMITTEE

The major duties of the Audit Committee are to (1) make
recommendations to the Board on the appointment,
reappointment and removal of external auditors; (2] to review
and monitor the external auditors” independence and objectivity
and the effectiveness of the audit process in accordance with
applicable standards; (3) to develop and implement policy on
engaging external auditors to supply non-audit services; (4)
fo monitor integrity, accuracy and fairness of the Company’s
financial statements including annual reports and infterim
reports and if prepared for publication, quarterly reports; (5) to
review the Company's financial controls, internal control and
risk management systems; (6] to review the Group's financial
and accounting policies and practices; and (7) to review
arrangements which employees of the Company can use, in
confidence, to raise concerns about possible improprieties in
financial reporting, internal control and other matters.

The terms of reference of the Audit Committee are posted on the
websites of the Company and the Stock Exchange.

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

As the Company was listed on 10 December 2014, no meeting
of the Audit Committee was held during the Relevant Period.
During the period immediately following the Relevant Period
and up to the dafe of this annual report, the Audit Committee
had already held two meetings. One meeting was held on 30
January 2015, which was to approve the announcement on the
inside information — selected unaudited financial information of
the Group for the nine months ended 30 September 2014, and
the other meeting was held on 26 March 2015, which was
fo review, among others, the annual results of the Group for
the year ended 31 December 2014. All members of the Audit
Committee have affended these two meetings.

The Audit Committee has reviewed and discussed the annudl
results of the Group for the year ended 31 December 2014,
The audit committee has also reviewed with the management
and the Company’s auditors, KPMG, the accounting principles
and practices adopted by the Group and discussed internal
control and financial reporting matters including the audit
of the consolidated financial statements for the year ended
31 December 2014 as set out in this annual report. The
Audit Committee is of the view that the financial statements
are prepared in accordance with the applicable accounting
standards and requirements and all the relevant and required
disclosures are adequate.
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NOMINATION AND REMUNERATION COMMITTEE
The major duties of the Nomination and Remuneration
Committee are (1) to review the structure, size and composition
(including the skills, knowledge and experience) of the
Board at least annually and make recommendations on any
proposed changes to the Board to complement the Company’s
corporate strategy; (2) to identify suitable candidates and
make recommendation to the Board on the appointment and
succession planning for Directors, general manager and
other senior management; (3) to assess the independence
of the independent non-executive directors; (4) to make
recommendations to the Board on the Company's policy and
structure for all Directors” and senior management’s remuneration
and on the establishment of a formal and transparent
procedure for developing remuneration policy; (5) to assess
the performance of the Directors and senior management and
evaluate and assess their performance; (6] to consider and
decide the remuneration packages of all executive Directors
and senior management under authorisation of the Board; (7) to
supervise the implementation of the remuneration system of the
Company.

The Nomination and Remuneration Committee has adopted the
model described in code provision B.1.2(c)(i) of the CG Code in
its terms of reference.

In recommending candidates for appointment to the Board,
the Nomination and Remuneration Committee will consider
candidates on merit against objective criteria and with due
regards fo the benefits of diversity on the Board.

The terms of reference of the Nomination and Remuneration
Committee are posted on the websites of the Company and the
Stock Exchange.

The Nomination and Remuneration Committee consists of two
independent non-executive Directors namely, Mr. Ip Sik On
Simon and Mr. Ngai Wai Fung, and one executive Director, Mr.
Frank Franciscus Dorjee. Mr. Ngai Wai Fung, an independent
non-executive Director, acts as the chairman of the Nomination
and Remuneration Committee.

A meeting of the Nomination and Remuneration Committee
was held during the Relevant Period fo review the remuneration
packages of employees of the Company. All three members of
the Nomination and Remuneration Committee have attended
such meeting.
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The table below sets out the details of meeting attendance of TRISERLEFMEE SR ENEED
each member of the Nomination and Remuneration Committee AL EEHRNFS -

during the Relevant Period.

Number of Number of Number of
meetings meetings meetings
requiring attended attended
Director attendance in person by proxy

ERHE BEHE ZEARHE
= 2RRH RN ERRE
Mr. Ngai Wai Fung (Chairman) BFELE(ERE) 1 1 0
Mr. Ip Sik On Simon BHLts 1 1 0
Mr. Frank Franciscus Dorjee BemERE 1 | 0
In accordance with code provision B.1.5 of the CG Code, RBEEERTAZTRIGXB. 1.5 RIEE
the remuneration of the Directors, Supervisors and senior ECE-MFET_A=+t—HULEFEE=E
management for the year ended 31 December 2014 can be EENSRERABZHFMNAI DB RATHE
classified into the following ranges: Al

Number of

Band (Notes) Remuneration (RMB) persons
Al (&) FH(ARYT) A
] 0-500,000 13
2 500,001-1,000,000 -
3 1,000,001-1,500,000 5
4 1,500,001-2,000,000 5
5 2,000,001-2,500,000 ]
Notes: At
Band 1 includes ten Directors, two Supervisors and one senior management FEERIBETEEF MEEFR—EARMERASG -
member.
Band 3 includes one Director, one supervisor and three senior management EERIBE—LEF  —REFN-_LARMERAE -
members.
Band 4 includes one Director and four senior management members. BAERIBE - LEFERIESRERAE
Band 5 includes one senior management member. FOERIBHE—BRBEREAR

Further details of the remuneration of the Directors, the BIE MBSO ATREEERES - &

Supervisors and the five highest-paid employees are disclosed in EhhaERTHEE CE—FHEFRH
notes @ and 10 to the audited consolidated financial statements REEZ AP BRROMFEORIO0 -

as required by the Appendix 16 to the Listing Rules.
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BOARD DIVERSITY

The Board has adopted a Board Diversity Policy to enhance
its effectiveness. In designing the Board's composition, Board
diversity has been considered from a number of aspects,
including but not limited to gender, age, cultural and educational
background, professional experience, skills, knowledge, length
of services and time to be devoted as a director of the Company.
The Company will also take into account factors relating to its
own business model and specific needs from time to time. The
Board strives to ensure that it has the appropriate balance of
skills, experience and diversity of perspectives that are required
fo support the execution of its Eusiness strafegies and in order for
the Board fo be effective. At the committee meeting held on 26
March 2015, the Nomination and Remuneration Committee has
reviewed the composition of the Board in accordance with the
Listing Rules and concluded that the composition of the Board is
in accordance with the Board Diversity Policy in terms of age,
educational background, industry experience, geographical
location and duration of service. Members of the Board are set
out in the following table:

EEESTL
EXZSRMTESTEZTIEBE  URAE
ME - -EFEEQXNEBNEREZES @
ZREFEZ LI BREFRNER - F
B XERHAEER  HELR KA
B RBFHLEEARAREETKEMZE
Ao AARNEEERABEEFEBEAK
FRIR KN TRHEE - EFEHNBRER
B BBETABHTERSEEFE - A
MERTEBRBE R EETEERTEN
FR-MRZFB-—RAF=ZA-+AETZE
Eggm RAEFHZBESCREMMRA
BRHUEZQXNEBRETR  ARA/E
FENEEFR HEBER TTELER
B REFHMEIE NEEFSLTLR
ROER - EFEXRBFHBHIINTEK -

Geographical Duration of service

Name Age  Education Industry experience location (joined since)
] R HE TRER WE MAZEER B
Executive Direcfors
HITES
Wen Huiguo [Chairman) 61 Master Telecommunication Wouhan, China October 2008
XeB(E/E) il JER PR E —TEN\FTA
Frank Fanciscus Dorjee 54 Master Telecommunication, Netherlands January 2011

(Vice Chairman) Bt Finance and accounting  f& —E—F—Rf
e BE(ETE) @A MBREE
Non-executive Directors
FYTES
Ma Jie 44 Doctorate Telecommunication Beijing, China August 2011
BA Bt ikl FEIIER —T—5%)\f
Sun Jiming 41 Master Telecommunication Beijing, China August 2011
IR B+ ikl Bl R —2——%)\A
Philippe Claude Vanhille 51 Master Telecommunication lraly May 2013
JENE o SERA Bt ikl BAA ZT-=F0A
Yeung Kwok Ki Anthony 70 University graduate  Accounting and audit Hong Kong, China January 1992
HEE : St RES hEEE —ANZF—H
Xiong Xiangfeng 50 Master Telecommunication Wuhan, China August 2013
Al B+ ikl PR E —T-=F)/\A
Zheng Huili 56 Master Telecommunication Wuhan, China April 2006
g2 Bt FEEL PRI E —TTRENA
Independent non-executive Directors
BYEHTES
Ngai Wai Fung 53 Doctorate Finance and accounting Hong Kong, China September 2014
MR Bt BB RER PEEE —Z-MEAA
Ip Sik On Simon 66 Doclorate legal Hong Kong, China September 2014
37N e s hEEE “T-NERA
i Ping 61 Master Telecommunication Beijing, China September 2014
FF Bt B REIER —T-MENA
Li Zhuo 45 Doctorate Education Wouhan, China September 2014
re Bt ¥E PR E —T-MEAA
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STRATEGY COMMITTEE

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

The terms of reference of the Strategy Committee are posted on
the websites of the Company and the Stock Exchange.

During the Relevant Period and up fo the date of this report, the
Strategy Committee consisted of two independent non-executive
Directors, namely Mr. Ngi Wai Fung and Mr. Li Ping and one
executive Director, Mr. Wen Huiguo. With effect from 27 March
2015, Mr. Li Zhuo, an independent non-executive Director has
replaced Mr. Ngai Wai Fung as a member of the Strategy
Committee. Mr. Wen Huiguo, the chairman of the Board, acts
as the chairman of the Strategy Committee.

As the Company was listed on 10 December 2014, no meeting
of the Strategy Committee was held during the Relevant Period.

DIRECTORS
APPOINTMENT AND RE-ELECTION OF DIRECTORS

Directors (including non-executive Directors and independent
non-executive Directors) shall be elected by the shareholders in
general meeting for a term of three years. Upon the expirafion
of the current term of office, a Director is eligible for re-election
and re-appointment. The Chairman and Vice Chairman of the
Board shall be elected and removed by more than one-half of
the Directors. The Chairman and Vice Chairman of the Board
shall have a term of three years and shall be renewable upon
re-election. Each of the Directors has entered into a service
contract with the Company on 14 November 2014. Pursuant
to the Articles of Association of the Company, the term of office
of the Directors shall be 3 years. The principal particulars of
these service contracts are (a) for a term commencing from
their respective effective date of appointment until the day
on which the next general meeting of the shareholders for re-
election of Directors is held, and [b) are subject to termination in
accordance with their respective terms.

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

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

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has four independent non-executive Directors
and as at the date of this annual report, none of them has
served as independent non-executive Director for more than six
years. The number and qualification of the independent non-
executive Directors are in compliance with the requirements of
the Listing Rules to have at least three independent non-executive
Directors representing one-third of the Board and the Articles
of Association of the Company. Their independence is further
guaranteed as none of the independent non-executive Directors
has any business and financial relafionship with the Company
or its subsidiaries and has no management function in the
Company.

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

SECURITIES TRANSACTIONS BY DIRECTORS,
SUPERVISORS AND THE RELEVANT EMPLOYEES

The Company has adopted the Model Code as its code
of conduct for securities fransactions by the Directors and
Supervisors fo regulate the securities transactions of the
Directors and Supervisors (the “Company’s Securities Dealing
Regulations”). Having made specific enquiries in writing fo the
Directors and Supervisors, all Directors and Supervisors have
confirmed that they have complied with the provisions of the
Model Code during the Relevant Period.

The Company has also revised the Company’s Securities
Dealing Regulations so as to regulate the securities transactions
by the relevant employees as well. Such revised regulations were
approved by the Board at the Board meeting held on 27 March
2015.
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DIRECTORS’ INTEREST

Details of the Directors’ competing inferest have been disclosed
in the section headed “Report of the Board of the Directors —
Directors’ Interest in Competing Business” on page 56 of this
annual report. To address any potential competing inferest of
the Directors, the Company has implemented the following
corporate governance measures to safeguard the interests of the
Company and the shareholders of the Company:

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

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

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

(d)  the decisions on matters reviewed by the independent
non-executive Directors will be disclosed in the annual
reports of the Company.

DIRECTORS’ RESPONSIBILITY ON FINANCIAL
STATEMENTS

The Directors acknowledge their responsibility to prepare the
financial statements for the year ended 31 December 2014
fo give a true and fair view of the affairs of the Company and
the Group. According to code provision C.1.1 of the CG
Code, the management shall provide necessary explanation
and information to the Board so that the Board can have a
preliminary assessment of the financial statements before they
are submitted to the Board for approval. The Company will also
provide monthly reports on the resulfs, positions and prospects of
the Group to all members of the Board.
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SHAREHOLDERS” MEETING

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

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

As the Company was listed on 10 December 2014, no general
meeting was held during the Relevant Period.

CONTROL SYSTEM

BOARD OF SUPERVISORS

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

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

The Board of Supervisors consists of three members, including
two Supervisors elected by the shareholders (Mr. Yao Jingming
and Ms. Yu Jiaxuan) and one Supervisor elected by employees
(Mr. Jiang Zhikang). Mr. Jiang Zhikang acts as chairman of the
board of Supervisors.
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Mr. Yao Jingming and Ms. Yu Jiaxuan have resigned from their
positions as Supervisors with effect from 27 March 2015. The
number of Supervisors will fall below the number provided by
the Arficles of Association of the Company upon the resignation
of Mr. Yao Jingming and Ms. Yu Jiaxuan, therefore, Mr. Yao
Jingming and Ms. Yu Jiaxuan will confinue to perform their duty
as a Supervisor until the date when the proposed appointment
of the new supervisors are approved by the shareholders of the
Company. For more details, please see the announcements of
the Company dated 27 March 2015 and 31 March 2015.

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

Particulars of the Supervisors are sef out in the section "Directors’,
Supervisors' and Senior Management's Profiles” of this annual
report.

Since the Company was listed on 10 December 2014, no
meeting of the Board of Supervisors was held during the Relevant
Period. The work of the Board of Supervisors is sef out in the
Report of the Supervisor in this annual report.

INTERNAL CONTROL AND RISK MANAGEMENT

The Board shall have the decision on all operation matters and
is committed fo establish and improve the infernal control system.
It shall also supervise the implementation of the infernal confrol
system to safeguard the investment of the shareholders and the
assets of the Group. In the process of the listing of the Company,
the effectiveness of the internal control system of the Group
was reviewed fo ensure that a sound system is maintained and
operated by the management in compliance with the agreed
procedures and standards. The review covered all material
controls, including financial, operational and compliance
controls and risk management functions. In particular, the
adequacy of resources, staff qualifications and experience,
fraining programmes and budget of the Company’s accounting
and financial reporting function was also reviewed.
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The Company has adopted a number of rules and regulations fo
govemn ifs daily operation and business since its establishment as
a joint veniure company so as to create a well-organised infernal
control and business environment for the development of the
Company's businesses. Some major measures are as follows:

- sfringent authority delegation, approval procedures, division
and supervision system to ensure the security and proper use

of funds;

- collective decision and comprehensive assessment are
required for major investments and the proposal, evaluation,
decision and implementation procedures are under strict
control to minimise investment risks:

- sfrong segregation of dufies within each department and
infra-department on all sales, procurement, contracting,
inspection and delivery, collection and payment
applications so as to prevent abuse of power;

- strict control on the size, structure and sources of funding
as well as the use of significant amount of fund to minimise
finance costs and ensure the efficient use of funds; and

- highly regulated procedures for connected fransactions to
specify the preliminary examination by independent non-
executive Directors before submitting for approval by the
Board.

Since the listing of the Company fook place on 10 December
2014, the above procedures were effectively implemented.
The internal control system was improved fo strengthen the risk
prevention and internal control capabiliies. The Audit Committee
will continue fo review and evaluate the effectiveness of the
internal control system of the Group and tfo report the findings
to the Board. The Board will review and evaluate the internal
control system at least once a year to ensure that no material
internal control loophole exists.

On 19 December 2014, the Stock Exchange has published
the Consultation Conclusions on Risk Management and
Internal Control: Review of the Corporate Governance Code
and Corporate Governance Report. The Company as well
as the Board are in the process of making an assessment
and considering the sefting up of an internal audit and risk
management department so as to ensure the compliance with this
amendment which will apply to accounting period beginning on
or after 1 January 2016.
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The Company has continuously monitored and evaluated its
business and taken measures to monitor its exposure to risks
relafed to fransactions with Sanctions Targefs (as defined in the
Report of the Board of the Directors in this annual report]. To
protect the interests of the Company and the shareholders and to
comply with the Company’s sanction undertakings to the Stock
Exchange, the Company has implemented the following internal
control policies and procedures:

(a) the legal and marketing department of the Company
continuously monitors new sanctions law or any change to
the existing sanctions laws and seeks advice from external
legal counsel as necessary, to confirm that the Company's
business activities do not subject us to risks relating to
Sanctions Targets;

(b) the senior management of the Company, including the
general manager, first deputy manager, deputy general
managers and chief financial officer reviews and approves
the Company's future business opportunities and defermines
whether such business involves any Sanctions Targets;

(c) the strategic center of the Company checks and ensures
that the relevant employees who are involved in overseas
businesses understand and comply with the infernal control
policies and procedures as fo economic sanctions and the
undertakings and regular training or update have been
provided to such employees;

(d) the legal and marketing department of the Company
prepares regular overseas sales status reports and other
information related fo the overseas customers and economic
sanctions and Sanctions Targefs for review by the Board;
and

(e) if the sales personnel believe that any potential transaction
would put the Company, the shareholders and investors,
the Stock Exchange, the Llisting Committee of the Stock
Exchange, Hong Kong Securities Clearing Company
Limited and HKSCC Nominees Limited to risks of being
subject to transactions with Sanctions Targets, such
fransaction will need to be submitted to the Board for
approval.
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AUDITORS AND THEIR REMUNERATION

KPMG and KPMG Huazhen (Special General Partnership)
(collectively referred to as "KPMG"| were appointed by the
Company as the international auditors and the PRC auditors
of the Company for 2014, respectively. Their respective
appointment shall expire upon the conclusion of the 2014
annual general meeting. The Board is authorised to determine
the remuneration of the auditors which is in line with the market
practice.

For the year ended 31 December 2014, the fees paid or
payable to KPMG for annual audit services and reporting
accountants services in relation to the listing were RMB2.2
million and RMB5.0 million, respectively. Besides, the fees
paid or payable to KPMG in relation to non-audit services were
RMBO.99 million in relation to the interim review and internal
control review services.

Save as disclosed above, for the year ended 31 December
2014, the Group did not pay any fee to KPMG for non-audit

services.

COMPANY SECRETARY

Mr. Han Qingrong, secretary of the Board, is responsible
for advising the Board on corporate governance matters and
ensuring that the Board's policies and procedures, and the
applicable laws, rules and regulations are followed.

The Company has appointed Ms. Cheng Pik Yuk of Tricor
Services limited, external service provider, as the Company’s
company secrefary on 3 June 2014 so as to discharge Mr. Han
Qingrong' duties as secrefary of the Board. For the purpose of
code provision F.1.1 of the CG Code, Ms. Cheng Pik Yuk keeps
close confact with Mr. Han Qingrong, being the person with
sufficient seniority at the Company.

Particulars of Mr. Han Qingrong are set out in the section
"Directors’, Supervisors’ and Senior Management's Profiles” in
this annual report.

The Company was listed on 10 December 2014. As such, Mr.
Han Qingrong did not take the minimum required professional
fraining hours as required by Rule 3.29 of the Listing Rules
but he is committed to fulfill the minimum required professional
fraining fime in 2015. Ms. Cheng Pik Yuk has confirmed that she
received not less than 15 hours of relevant professional training
during the year ended 31 December 2014.
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SHAREHOLDERS” RIGHTS AND INVESTOR
RELATIONSHIP

CONVENING OF EXTRAORDINARY GENERAL
MEETING

In accordance with the Articles of Association of the Company,
the shareholders of the Company may demand to convene,
chair, aftend (in person or by proxy) the general meeting of the
shareholders and exercise voting rights thereat.

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

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

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

If shareholders convene a meeting due to the failure by the Board
fo duly convene the same upon receiving the abovementioned
written requests, all reasonable expenses so incurred shall be
borne by the Company, by deducting from such sums owed by
the Company fo the Director who is in breach of his duty.
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ENQUIRIES TO THE BOARD

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

Request for information, materials or enquiries fo the Board shall
be forwarded to the Company's board secretary or sent fo the
mail box ir@yofc.com. A shareholder is required to provide
written proof of his/her holding of shares in the Company
(including the class and number of shares) for verification when
submitting the enquiry.

PROPOSAL AT THE GENERAL MEETING OF THE
SHAREHOLDERS

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

Shareholders atftending the general meeting are entitled to
speak. Shareholders who require to speak shall make registration
before voting.

AMENDMENT OF CONSTITUTIONAL DOCUMENTS
The current Articles of Association of the Company were adopted
by the Company on 6 May 2014 at the 2013 annual general
meeting and became effective from the listing Date. During the
eriod from the Listing Date fo the date of this report, no changes
Eave been made to the Artficles of Association. The Articles
of Association are available on the website of the Company
(www.yofc.com) and that of the Stock Exchange.

COMMUNICATION WITH INVESTORS AND
INVESTOR RELATIONSHIP

On 10 December 2014, the Company successfully complefed
the listing in Hong Kong. Through roadshow presentations
around the globe, its investor relations mailbox and frequent
update of information on the Company’s website and other
communication channels, the Company maintains close liaisons
with investors worldwide in a timely and efficient manner.
Moreover, through corporate visits and various other channels,
the Company maintains proactive and frank exchanges with
investors and analysts. The Company has attached great
importance to listening and accepting reasonable suggestions
and opinions from s%oreho|ders and investors. It strives to
continuously enhance its operating results, present a true
picture of the Company's finoncio? and operational status
fo shareholders and investors, actively facilitate the infernal
communications in respect of the feedback from the capital
market, and conﬂnuousﬁ/ perfect and enrich the system aiming
to canvass information in relation to investor relations. The
management over investor relations involves an all-faceted
inferactive communication process.
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The Company considers that effective communication with
shareholders is essential for enhancing investor relations and
understanding of the Group’s business, performance and
strategies. The Company also recognises the importance
of timely and non-selective disclosure of information, which
will enable shareholders and investors to make the informed
investment decisions. In 2015, the Company will further step
up communications and exchanges with investors, in a bid to
increase their understanding of the Company, whilst canvassing
the support and attention from investors, so that they may provide
more valuable opinions. The Company will also put great efforts
in furthering the exploration and innovation in its investor relations
management to bolster the Company's position in domestic and
overseas capital markets.

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

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

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

The Company has established an investor relationship
department so as fo strengthen and regulate the communication
between the Company and ifs investors and potential investors fo
enhance the understanding of the Company by the investors.

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

2014 ANNUAL GENERAL MEETING

All shareholders are encouraged to attend the forthcoming
annual general meeting and exercise their rights to vote.
Further details of business to be conducted atf the annual
general meeting will be set out in the Company's circular to be
dispatched to the shareholders together with this annual report
and posted on the websites of the Stock Exchange and the
Company.
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REPORT-OF THE BOARD OF SUPERVISORS

ESg®RE

Dear shareholders,

During the reporting period, all members of the Board of
Supervisors conscientiously performed their supervisory duties
and earmestly safeguarded the inferests of the shareholders and
the Company in accordance with the requirements of the relevant
laws and regulations such as the PRC Company Llaw and the
Articles of Association of the Company.

During the reporting period, the information of the Board of
Supervisors’ Meetings is as below:

Meeting Date
SEER ARG

.............................................................................................

18th June, 2014
—ZE-—ENA+TNH

18th December, 2014

—F-—mE+=A+/\A

EHHSAIRR

RBERR  EEE2RBNERB(FEAR
HMBERFIR) MARBERERBERE
BBERT REBTEERE  VE#S
ER RN ENE -

RBEHRR  EFESEZEHRBENIT:

Resolution Remark

ERRE LS

................................................................

Resolutions on 2nd meeting of 1st ~ No
Term Board of Supervisors
FEEEEE_RgFAE e

Resolutions on 3rd meetfing of 1st  No
Term Board of Supervisors
FEEEFEE-RGHRRE e

During the reporting period, the other issues that the Board of
Supervisors has noticed are as below:

The Board of Supervisors is of the opinion that, all members
of the Board and senior management of the Company have
complied with the laws and regulations, and performed their
duties in accordance with the Articles of Association of the
Company in 2014. In addition, they have also safeguarded
the interests of the shareholders, earnestly carried out various
resolutions of the general meetings and the board meetings, and
operated strictly in accordance with the regulatory requirements
for a listed company. The Board of Supervisors was not aware
of any violation of relevant national laws and regulations and
the Articles of Association, or any acts which would violate the
interests of the Company.

The Board of Supervisors carefully reviewed the financial
statements of the Company for 2014 which were audited by
external auditors who have issued an unqualified opinion, and
is intended to be submitted by the Board to the general meeting,
and other relevant information. The Board of Supervisors is of the
opinion that the financial statements give an objective and true
view of the Company’s financial position and operating results.

RBEHRR - EFSEIDNOEMERAT

EEeRh T HNEEEESEENXE
LEEREBRANBEBLTE BOARAER
MEMBE  #EKRED  REATER
REMEFTENZTHRE  BRZRLETA
AREETTENF EFEARERAEREAR
ERCOERMERARBERARNENTE

EFEEREABEREFTOHRERIRRAGUL
S EAAMBEZMEABREEAN_-F
—OFEEARBMBREMEMAREES -
EFERRATUBERRER  BEEHRKR
ARBABARRAEE A
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REPORT OF THE BOARD OF SUPERVISORS (Coriinued)

BEEagRE (®)

In 2015, to safeguard the interests of the shareholders and the —FT-hF EFREEBRRKRCREA
interests of the Company and emphasize the fulfillment of the REMBERARDE) MARBERNEHATE -
promises made fo the shareholders, the Board of Supervisors NERRERNARFNRREE - UEE
will continue fo perform its supervisory duties diligently over the REEEHBRRAIEAGERER &0
major decisions and key operating activities in accordance with BHBARRNEERLEEINEERE D
the PRC Company law and the Arficles of Association of the B REBTIFBE -

Company.

By order of the Board of Supervisors EEEG D

Jiang Zhi Kang IEE

Chairperson FE

Wuhan, China R Z

27 March 2015 “E-hF=A=-++H
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INDEPENDENT AUDITOR'S REPORT
B AR E

colic

To the shareholders of
Yangtze Optical Fibre and Cable Joint Stock Limited Company
(Incorporated in the People’s Republic of China with limited liability)

We have audited the consolidated financial statements of
Yangtze Optical Fibre and Cable Joint Stock Limited Company
(the "Company”) and its subsidiaries (together the “Group”) set
out on pages 90 to 198, which comprise the consolidated and
company statements of financial position as at 31 December
2014, the consolidated statement of comprehensive income,
the consolidated statement of changes in equity and the
consolidated cash flow statement for the year then ended and @
summary of significant accounting policies and other explanatory
information.

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other
person for the contents of this report.

We conducted our audit in accordance with Hong Kong
Standards on Auditing issued by the Hong Kong Institute of
Certified Public Accountants. Those standards require that we
comply with ethical requirements and plan and perform the audit
to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement.

BRRAEABBRHBRATAEZTRR
(EPEARAFBZ M ERE FLA])

BHMPEEZIHERFEOEEFI08A KN
RBSEBDBRAR([ERA]) REME
RE(TEREDNAHMBREK  BERZ
Z-ME+-_A=+—BHEHEARANK
Mk - BEEZBLEFENG HEE KRS
R OAHEZEHRNEGHEASRER - A
REZSBEMEREMM EREEF -

ESHAHUBBRRARKENSE

BERAEZAAEREAKGHEAEES
8 9 B B 7 S 5 E R R BB A BB Y
BERERHEAHMBRE  USAHME
BRFLEEMAANRE - REEERR
RELA OB MRV ZOABIES] - JAE
BHMBRRTEFEARKAFHERM B
M E A SRR -

RBEEE

BPNEETRBRBERMNEREZ LS HR
BHRRERER  TERZEBRERS - K
BEBASN - B RS AR BIEE MM R o B
MR TRABENAREERNEMALAR
HAPEREE -

BPERBEREESHMASRMNETEZH
FAETER R FRAUBZRHEMETER
ME - WREIRRTER  UEBEETEH
MBRRRE T FEEMEAHE R -
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INDEPENDENT AUDITOR’S REPORT (Coriinved
B AR E ()

An audit involves performing procedures to obtain audit
evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of
material misstatement of the consolidated financial statements,
whether due fo fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the entity’s
preparation of the consolidated financial statements that give
a frue and fair view in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal
control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting
estimates made by the directors, as well as evaluating the overall
presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit
opinion.

OPINION

In our opinion, the consolidated financial statements give a
true and fair view of the state of affairs of the Company and
of the Group as at 31 December 2014 and of the Group's
profit and cash flows for the year then ended in accordance
with International Financial Reporting Standards and have
been properly prepared in accordance with the disclosure
requirements of the Hong Kong Companies Ordinance.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

27 March 2015

ERITESRERIEN - NERARA
BHRRAMBSBELBEBENNERZR - A
BENRABURR ZEEN R HIE - 2EFE
RRMFFRERMEREH U BRRFRE
RERRAWELR - EHFEZFRARE - %
BENE BEZ R RREA G B WE AL
BEEMAAMRRBEANAEES - ARE
HENEZER BEENYIFRERFNRA
MEHNARERRER - ERERENE
EEMEANSHARENSEERMMELD
BT A RN - UARFES MM BRE
RS IT  -

BPIEGE - BAFIFESHNEZIRERD M
EEWRBRMNEZE RRME T AR -

R
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

PAN = AN b 2

SOt lam%

For the year ended 31 December 2014 (Expressed in Renminbi)
BET-NFT-A=+—BLEFEUAREIIR)

2014 2013
—B-NF —F=F
Note RMB’000 RMB'O00
s ARMBF T ARETT
Turnover A 4 5,676,782 4,825,895
Cost of sales $HE KA (4,589,224) (3,808,113
Gross profit EF 1,087,558 1,017,782
Other revenue and net income H A W A R F W 5 31,633 21,280
Selling expenses HEER (124,271) (109,758)
Administrative expenses EIEER (441,173) (438,857)
Profit from operations KERHE 553,747 490,447
Finance income REUA 6 52,041 42,526
Finance costs BB 6 (99,244) (81,300
Net finance costs SFRE A (47,203) (38,774)
Share of results of associates N (1,021) (2,750)
Share of results of joint ventures L& ERARIZEE 29,215 21,360
Profit before taxation BR %4 A1 7 534,738 470,283
Income tax FT15%L 8 (70,701) (55,242)
Profit for the year R R 464,037 415,041
Other comprehensive income (item that may be Htt4RE WS (TEH S E
reclassified subsequently to profit or loss): BEmMIER) :
Availableforsale securities Al EE S 22,648 7171
Income tax relating to available-for-sale securities A4k & &5 B R FT 1S 518 (3,398) (1,075)
Other comprehensive income for the year REHMGES W 19,250 6,096
Total comprehensive income for the year KEFE RSB 483,287 421,137
Profit for the year attributable to: FEAG A< SRR
Equity shareholders of the Company RRRERFTFAA 466,344 415,041
Non-contro”ing interests FEPE AR o (2,307) -
Profit for the year R F 464,037 415,041
Total comprehensive income for the year A FGES NS :
attributable to:
Equity shareholders of the Company RARERSREFEA 485,594 421,137
Non-controlling inferests FEIT IR (2,307) -
Total comprehensive income for the year KEFE RSB 483,287 421,137
Earnings per share (RMB) BREFN( AR T) 12
Basic and diluted HEANEE 0.95 0.87
The notes on pages 98 to 198 form part of these financial FOBEEX 198 ANMIE RAM K HRENA
statements. Defails of dividends payable fo equity shareholders REs D - ARAFEFBREMN T AR ABRRY
of the Company affributable to the profit for the year are set out RBFIBENHIFES32(b)
in Note 32(b).
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

SO BRI R

At 31 December 2014 (Expressed in Renminbi)

RZZE—MFE+ = A=+—HUAARKIIT)

2014 2013
—E-lF R
Note RMB’000 RMB’000
=2 AR%T T NS
Non-current assets ERBEE
Property, plant and equipment M - MENEE 14 782,530 819,923
Construction in progress EEIR 15 93,888 40,030
Intangible assets EREE 16 151,019 -
lease prepayments HEFERNHKIE 17 117,788 12,838
Interest in associates NG X 19 28,712 29,733
Inferest in joinf ventures RELERNAER 20 655,003 621,074
Other non-current assets HUIEmE & E 21 124,310 156,289
Deferred tax assets ELERBEE 30(b) 25,964 33,574
Total non-current assets ERBEEHTE 1,979,214 1,713,461
Current assets REEE
Inventories e 22 697,461 721,303
Trade and bills receivables FERBE T R 4 23 1,745,118 1,508,587
Deposits, prepayments and other receivables e BANFIEMREAM
e FRIE 24 152,530 156,867
Other financial assets EfhemEE 25 5,840 -
Income tax recoverable G ENEiREY 30(a) - 1,135
Cash and cash equivalents HeRBSZEEY 26 2,010,953 006,378
Total current assets REEEHRE 4,611,902 3,294,270
Current liabilities REBEE
Bank loans RITER 27 1,465,229 808,188
Trade and bills payables PR BR IR & 24K 28 699,903 713,540
Accrued expenses and other payables TaiR 8 A & H e TR 29 411,956 1,078,492
Income tax payable e PSR 30/(a) 7,179 -
Total current liabilities REEEEE 2,584,267 2,600,220
Net current assets BREBEE 2,027,635 694,050
Total assets less current liabilities HWEERRBERE 4,006,849 2,407,511
Non-current liabilities FREBEE
Bank loans IRITER 27 1,018,878 813,936
Deferred income IRIEY 25 31 76,480 83,923
Total non-current liabilities FREBEBEHETE 1,095,358 897,859
Net assets BEE 2,911,491 1,509,652

The notes on pages 98 to 198 form part of these financial

statements.
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)
SO BARR T ()

At 31 December 2014 (Expressed in Renminbi)
REZZ—ME+=ZA=+—HAARKTIR)

2014 2013
—E-mE —E—=4F
Note RMB’000 RMB’000
s ARBFT ARETT
Capital and reserves AR A#

Share capital R& 7R 32 639,463 479,593
Reserves e 2,174,335 1,030,059

Total equity attributable to equity shareholders X Bl EHE AL
of the Company R 2,813,798 1,509,652
Non-controlling interests RS 97,693 -
Total equity DB 2,911,491 1,509,652

Approved and authorised for issue by the board of directors on EEEgN T AF=-A=-t+tHIERRE

27 March 2015. REF S o
Wen Hui Guo Zheng Hui Li
XEH HEE
Director Director
- -

The notes on pages 98 to 198 form part of these financial FOREZEF 198 EMM T AAMBHRE A
statements. REB Y
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STATEMENT OF FINANCIAL POSITION

BRSNS

At 31 December 2014 (Expressed in Renminbi)

RZZE—MFE+ = A=+—HUAARKIIT)

2014 2013
—E-mEF Sl
Note RMB’000 RMB’000
=2 AR%T T NS
Non-current assets ERBEE
Property, plant and equipment M - MENEE 14 780,060 819,923
Construction in progress EEIR 15 81,341 40,030
lease prepayments HEFERNHKIE 17 117,788 12,838
Investment in subsidiaries KRB A IKE 18 225,063 63
Interest in associates BN R RERS 19 28,866 28,866
Inferest in joinf ventures REE R ER 20 470,165 470,165
Other non-current assets Hi3Eme&E 21 112,673 88,789
Deferred tax assets ELERBEE 30(b) 25,342 33,574
Total non-current assets FERBEELEE 1,841,298 1,494,248
Current assets REEE
Inventories =8 22 697,065 721,303
Trade and bills receivables FERBE T R 4 23 1,738,977 1,508,587
Deposits, prepayments and other receivables e BANFIEMREAM
e FRIE 24 140,407 225,920
Income tax recoverable G ENEiREY 30(a) - 1,135
Cash and cash equivalents HeRBSZEY 26 1,863,299 Q05,031
Total current assets B EELZE 4,439,748 3,361,976
Current liabilities REBEE
Bank loans RITER 27 1,177,364 /95,056
Trade and bills payables PR BR IR & 24K 28 978,027 726,672
Accrued expenses and other payables TaiR 8 A R H TR 29 408,599 1,078,491
Income tax payable e PSR 30/(a) 1,658 -
Total current liabilities REEEEE 2,565,648 2,600,219
Net current assets BREBEE 1,874,100 761,757
Total assets less current liabilities HWEERABER 3,715,398 2,256,005
Non-current liabilities FREBEE
Bank loans IRITER 27 1,018,878 813,936
Deferred income EEUW S 31 74,980 83,923
Total non-current liabilities FREBEEHETE 1,093,858 897,859
Net assets BEE 2,621,540 1,358,146

The notes on pages 98 to 198 form part of these financial

statements.
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STATEMENT OF FINANCIAL POSITION (continued)
BRI TR (40

At 31 December 2014 (Expressed in Renminbi)
REZZ—ME+=ZA=+—HAARKTIR)

2014 2013
—E-mE =4
Note RMB’000 RMB’'000
B =E AR®T T ARET T

Capital and reserves AR A#
Share capital & 7 32 639,463 479,593
Reserves e 1,982,077 878,553
Total equity EmEEE 2,621,540 1,358,146

Approved and authorised for issue by the board of directors on EFeR T AF-A-t+tAERE
%

27 March 2015. REFZS o
Wen Hui Guo Zheng Hui Li
XEE EEEE
Director Director
EF EF

The notes on pages 98 to 198 form part of these financial FOBEZEF 198 EMM T AAMIEHRE A
statements. R EB Y
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

A oy
SO

For the year ended 31 December 2014 (Expressed in Renminbi)
BE_T-NF+-A=1—BLEFEUARSIIT)

Attributable to equity shareholders of the Company

ALREREAAES
Paid-in Statutory Non-
copital/ Capital surplus ~ Fairvalue  Refained controlling
share capitel reserve reserve reserve  earnings Tolol inferests Total equity
g4 MMEE
Bx/RE  EADE  EERE fE  REEN i FERER RRAR
RMBOOO  RMBOOO  RMBOOO  RMB'OCO  RMB'OCO  RMB'OCO  RMB'OCO  RMB'00O
ARBTT ARSTR ARETR ARETR ARETR ARETRT ARETR ARETR
(Note 32(c)| (Note 32(d]} [Note 32(d]] (Note 32(d)|
(RH#E320c))  (R=E32(d)) (Mesr32ld) (R=E32(d)
At 1 January 2013 WZE-=f-f-H 479,593 - 380,579 13,228 877,798 1,751,198 - 1/751,198
Changes in equity: BagL:
Profitfor the year REFIE - = = - 415041 415,04 - 415041
Other comprehensive income Efbira s = = = 6,096 = 6,096 = 6,096
Tofol comprehensive income for the yeor ~ A& A WiEs 5 = - - 6,096 415041 421,137 - 421137
Appropriation K - - 38278 - (38,278 - - -
Dividends declared B - - - - (662,683 (662,683 - (662,683
Conversion info a joint stock company Bl BRHBRAR
[Note 320l (RS E2321c) - 892 41885) 13228 (176837 - - -
At 31 December 2013 and R=B8-ZF+=A=+-H
1 Jonuary 2014 N=%-mE-A-R 479,593 608,922 = 6,006 415041 1,509,652 - 1,500,652
Changes in equity: Ba#:
Profitfor the year i) - - - - 466,344 466,344 (2,307) 464,037
Other comprehensive income Efpirata - - - 19250 - 19250 - 19250
Tofol comprehensive income for the yeor ~ AE&A W5 - - - 19250 466,344 485,594 (2,307) 483,287
Appropriction i - - 91467 - (91,467) - - -
Dividends declared Vgl - - - - [73857)  (73,857) - [73857)
Capial confribution from nonontiollng ~ JEEBERHHATE
equity owners - - - - - - 100,000 100,000
Issue of new shares, net of issuing BIMR(NGETER)
expenses (Note 32(c](il (FHE32(cl(i]) 159870 732,539 - - - 892,409 - 892,409
At 31 December 2014 RIB-MEFZA=+-H 639,463 1341 461 91,467 25,346 716,061 2813798 97,693 2911491
The notes on pages 98 to 198 form part of these financial FOBEEF 108 ANMIERAM B HRENA
statements. BB °
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CONSOLIDATED CASH FLOW STATEMENT

ORI RER

For the year ended 31 December 2014 (Expressed in Renminbi)

BE_Z—NF+-_A=+—HLEFERARKEIIT)

2014 2013
—E—MmF ZE—=F
Note RMB’000 RMB’000
B =E AR®T T AR®ET T
Cash flows from operating activities RETHHRER
Profit before taxation BR T B AE 534,738 470,283
Adjustments for: FEIEE -
Depreciation E 113,648 110,199
Amortisation e 328 1,489
Finance income BLE A (31,656) (43,442
Finance costs B R AR 91,252 75,605
Impairment loss on invesiment in a joint venture NaE RN RERERR - 4,130
Dividend income from availablefor-sale AT B IR A TE S A
equity securities WA (3,655) (4,049)
Share of results of associates i N 1,021 2,750
Share of results of joint ventures =N S (29,215) (21,360)
Unrealised profits on downsfream fransactions HELANAIERZSH
with joint ventures RERW = (25,307) 37,722
Net loss on disposal of property, HEME - BB RREHS
plant and equipment EEFRE 3,422 6,160
Net gain on disposal of a joint venture HESE QAR - (230)
Changes in working capifal: LEE SR
Decrease/|increase) in inventories FERL,/(#h0) 23,842 (282,146)
Increase in trade and other receivables JiE IR R B HAth fE Uk
SRIAHEAN (236,044) (61,9506)
(Decrease)/increase in trade and JE A~ BR R N L b E A+t
other payables and non-current HENIERBAE
liabilities CRid), (184,022) 195,896
Cash generated from operations RETHEENRE 258,352 491,051
Income tax paid B PET (58,175) (59,9095)
Net cash generated from operating activities RETEHELENES TR 200,177 431,146

The notes on pages 98 to 198 form part of these financial

statements.
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CONSOLIDATED CASH FLOW STATEMENT (Coniinved

EHBEERER (8)

For the year ended 31 December 2014 (Expressed in Renminbi)

BE_Z-NF+-_A=+—HULEFERARKEIIT)

2014 2013
—2-mEF —T—=F
Note RMB’000 RMB'000
k3 ARBTT ARBTT
Cash flows from investing activities RETHNRER
Payment for property, p|onf and equipment BEMZE  BEREE (180,463) (121,744)
Payment for intangible assefs BEETLEE (83,519) (67,500)
Payment for lease prepayment XA EEFR (84,278) (21,000
Payment for availablefor-sale debt securities BEAMHHEEBES (397,200) -
Proceeds from disposal of property, HEMZE - WEREE
plant and equipment FT1S 238 - 1,409
Proceeds from disposal of a joint venture HESERAIMEHIA - 1,240
Proceeds from matured available-for-sale A EEHESDIH
debt securities W m kI 391,360 -
Interest received FMEWA 9,299 1,001
Dividends received from associates W I Bk A B 0 B A 2,400 2,014
Dividends received from joint ventures Ll NG e 22,041 9,385
Dividends received from available-for-sale Yo B AT B S AR AN B 5 Y
equity securifies el 3,655 4,049
Net cash used in investing activities RETEFTANFERSE (316,705) (191,146
Cash flows from financing activities REEHNRER
Proceeds from new bank loans FTIRITE RIS RIE 3,161,823 2,512,631
Repayments of bank loans BERITER (2,276,281) (1,898,325
Proceeds from issue of new shares, BATHIRPTIS K
nef of issuing expenses (FFREEITER) 892,409 -
Confribution from non-controlling equity owners — JEERREHEZE A AT E 100,000 =
Dividends paid to equity shareholders of MARDRHERRFEE A
the Company SZAS RO R A (573,857) (162,683)
Inferest and other finance costs paid BN ALE K B At B B B (81,789) (82,427
Net cash generated from financing activities METEELENFERS 1,222,305 369,196
Net increase in cash and cash equivalents ReREESEEYHFIENE 1,105,777 609,196
Cash and cash equivalents at 1 January R—A—HHWRERRE
ZEY 906,378 299,186
Effect of foreign exchange rate changes HEERS ML (1,202) (2,004)
Cash and cash equivalents at 31 December R+=—B=+—HHRS
RBREZEEY 26 2,010,953 Q06,378

The notes on pages 98 to 198 form part of these financial ES
statements. D%:
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CORPORATE INFORMATION AND
ORGANISATION

Yangtze Optical Fibre and Cable Joint Stock Limited
Company (the “Company”) was formerly known as
Yangtze Optical Fibre and Cable Company Lid. and was
es’ro%hshed in the People's Republic of China (the "PRC")
on 31 May 1988 as a sino-foreign equity joint venture.
The Company was converted to a joint stock limited
liability company in the PRC on 27 December 2013 (the
"Conversion”) and was renamed as Yangtze Optical Fibre
and Cable Joint Stock Limited Company. The Company
converted its equity info 479,592,598 ordinary shares with
a par value of RMB1.00 each on 27 December 2013.

The Company issued 159,870,000 H shares with par
value of RMB1.00 each at a price of HKD7.39 per share
by way of a global initial public offering of the Company's
H shares to Hong Kong and overseas investors. The
Company's shares have been listed on the Main Board
of The Stock Exchange of Hong Kong Limited since 10
December 2014.

The Company and its subsidiaries (the "Group”) are
principally engaged in the research, development,
production and sale of preforms, optical fibres, optical fibre
cables and related products.

SIGNIFICANT ACCOUNTING POLICIES
(a) STATEMENT OF COMPLIANCE

These financial statements have been prepared in
accordance with all applicable International Financial
Reporting Standards (“IFRSs”), which collective
term includes all applicable individual International
Financial Reporting Standards, International
Accounting Standards ("IASs”) and Interpretations
promulgated by the Infernational Accounting Standards
Board (“IASB”]. These financial statements also
comply with the applicable disclosure requirements
of the Hong Kong Companies Ordinance, which
for this financial year and the comparative period
continue to be those of the predecessor Hong Kong
Companies Ordinance (Cap. 32), in accordance with
fransitional and saving arrangements for Part 9 of the
new Hong Kong Companies Ordinance (Cap. 622),
"Accounts and Audit”, which are set out in sections
76 to 87 of Schedule 11 to that Ordinance. These
financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited (“Listing Rules”). A summary of the significant
accounting po?icies adopted by the Group is set out
below.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

(a)

(b)

STATEMENT OF COMPLIANCE (Continued)

The IASB has issued certain new and revised IFRSs
that are first effective or available for early adoption
for the current accounting period of the Group and
the Company. The Group has adopted all applicable
new and revised IFRSs to the year ended 31 December
2014, except for any new standards or inferpretations
that are not yet effective for the accounting period

beginning 1 January 2014.

BASIS OF PREPARATION OF THE FINANCIAL
STATEMENTS

The consolidated financial statements for the year
ended 31 December 2014 comprise the Company
and its subsidiaries and the Group's interest in
associates and joint ventures.

The measurement basis used in the preparation of the
financial statements is the historical cost basis except
that financial instruments classified as availablefor-
sale (see Note 2[f)) are stated at their fair value as
explained in the accounting policy set out below.

The preparation of financial statements in conformity
with IFRSs requires management to make judgements,
estimates and assumptions that affect the application
of policies and reported amounts of assets, liabilities,
income and expenses. The estimates and associated
assumptions are based on historical experience and
various other factors that are believed to be reasonable
under the circumstances, the results of which form the
basis of making the judgements about carrying values
of assets and liabilities that are not readily apparent
from other sources. Actual results may differ from these
estimates.

The estimates and underlying assumptions are reviewed
on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is
revised if the revision affects only that period, or in the
period of the revision and future periods if the revision
affects both current and future periods.

Judgements made by management in the application
of IFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty
are discussed in Note 3.
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B ERIMEE ()

2  SIGNIFICANT ACCOUNTING POLICIES (Confinued] 2 FEETBR®

(c) SUBSIDIARIES AND NON-CONTROLLING (c) MHEBLATMIFERER

INTERESTS

Subsidiaries are entities confrolled by the Group. The
Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the
entity and has the ability to affect those returns through
its power over the entity. When assessing whether the
Group has power, only substantive rights (held by the
Group and other parties| are considered.

An investment in a subsidiary is consolidated into the
consolidated financial statements from the date that
control commences until the date that control ceases.
Intra-group balances, transactions and cash flows
and any unrealised profits arising from intra-group
fransactions are eliminated in full in preparing the
consolidated financial statements. Unrealised losses
resulting from intra-group transactions are eliminated in
the same way as unrealised gains but only to the extent
that there is no evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to the
Company, and in respect of which the Group has not
agreed any additional terms with the holders of those
interests which would result in the Group as a whole
having a contractual obligation in respect of those
interests that meets the definition of a financial liability.
For each business combination, the Group can elect to
measure any non-controlling interests either at fair value
or at the non-controlling inferests’ proportionate share of
the subsidiary’s net identifiable assets.

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from equity attributable to the equity
shareholders of the Company. Non-controlling interests
in the results of the Group are presented on the face of
the consolidated statement of comprehensive income
as an allocation of the total profit or loss and total
comprehensive income for the year between non-
controlling interests and the equity shareholders of
the Company. Loans from holders of non-controlling
interests and other contractual obligations towards
these holders are presented as financial liabilities in
the consolidated statement of financial position in
accordance with Notes 2(n) or (o) depending on the
nature of the liability.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

()

(d)

SUBSIDIARIES AND NON-CONTROLLING
INTERESTS (Continved)

Changes in the Group's interests in a subsidiary that
do not result in a loss of control are accounted for as
equity fransactions, whereby adjustments are made to
the amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in
relative interests, but no adjustments are made to
goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in
that subsidiary, with a resulting gain or loss being
recognised in profit or loss. Any interest refained in
that former subsidiary at the date when confrol is lost is
recognised at fair value and this amount is regarded as
the fair value on initial recognition of a financial asset
(see Note 2(f)) or, when appropriate, the cost on initial
recognition of an investment in an associate or joint
venture (see Note 2(d)).

In the Company's statement of financial position,
an investment in a subsidiary is stated at cost less
impairment losses (see Note 2(j]), unless the investment
is classified as held for sale (or included in a disposal
group that is classified as held for sale).

ASSOCIATES AND JOINT VENTURES

An associate is an entity in which the Group or the
Company has significant influence, but not control
or joint control, over its management, including
participation in the financial and operating policy
decisions.

A joint venture is an arrangement whereby the Group
or the Company and other parties contractually agree
to share control of the arrangement, and have rights to
the net assets of the arrangement.
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B RSB RLBEE ()

2 S|GN|F|CANT ACCOUNT'NG POL'C'ES (Continued) 2 E\Eg%%—l_EK%F

(d) ASSOCIATES AND JOINT VENTURES (Continued) (d) HMELAFTERSELT ()

An investment in an associate or a joint venture is
accounted for in the consolidated financial statements
under the equity method, unless it is classified as
held for sale (or included in a disposal group that is
classified as held for sale]. Under the equity method,
the investment is initially recorded at cost, adjusted
for any excess of the Group's share of the acquisition-
date fair values of the investee's identifiable net assets
over the cost of the investment [if any). Thereafter, the
investment is adjusted for the post acquisition change
in the Group's share of the investee's net assets and
any impairment loss relating to the investment (see
Note 2(j]). Any acquisition-date excess over cost, the
Group's share of the postacquisition, postax results of
the investees and any impairment losses for the year are
recognised in the consolidated statement of profit or
loss, whereas the Group's share of the postacquisition
posttax items of the investees’ other comprehensive
income is recognised in the consolidated statement of
comprehensive income.

When the Group's share of losses exceeds its interest
in the associate or the joint venture, the Group's inferest
is reduced to nil and recognition of further losses is
discontinued except to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of the investee. For this purpose,
the Group's interest is the carrying amount of the
investment under the equity method together with the
Croup's longferm inferests that in substance form part
of the Group's net investment in the associate or the
joint venture.

Unrealised profits and losses resulting from transactions
between the Group and its associates and joint
ventures are eliminated to the extent of the Group's
interest in the investee, except where unrealised
losses provide evidence of an impairment of the
asset transferred, in which case they are recognised
immediately in profit or loss.

If an investment in an associate becomes an investment
in a joint venture or vice versa, retained inferest is not
remeasured. Instead, the investment continues to be
accounted for under the equity method.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

(d) ASSOCIATES AND JOINT VENTURES (Continued)

(e)

In all other cases, when the Group ceases to have
significant influence over an associate or joint control
over a joint venture, it is accounted for as a disposal
of the entire inferest in that investee, with a resulting
gain or loss being recognised in profit or loss. Any
interest refained in that former investee at the date when
significant influence or joint control is lost is recognised
at fair value and this amount is regarded as the fair
value on initial recognition of a financial asset (see

Note 2(f)).

In the Company's statement of financial position,
investments in associates and joint venture are stated
at cost less impairment losses (see Note 2(j)), unless
classified as held for sale (or included in a disposal
group that is classified as held for sale).

GOODWILL

Goodwill represents the excess of

(i) the aggregate of the fair value of the consideration
transferred, the amount of any non-controlling
interest in the acquiree and the fair value of the
Group's previously held equity interest in the
acquiree; over

(i) the net fair value of the acquiree’s identifiable
assets and liabilities measured as at the acquisition
date.

When [(ii) is greater than [(i], then this excess is
recognised immediately in profit or loss as a gain on a
bargain purchase.

Goodwill is stated at cost less accumulated impairment
losses. Goodwill arising on a business combination is
allocated to each cash-generating unit, or groups of
cash generating units, that is expected to benefit from
the synergies of the combination and is fested annually
for impairment (see Note 2(j)).

On disposal of a cash generating unit during the
year, any aftributable amount of purchased goodwill
is included in the calculation of the profit or loss on
disposal.

2 FESTHBEw@

(d) HMELAFERSELF (@)

(e)

EMBEMBR  EAKETEY
BMERRBABEARE NS TELHA
LRAIARBES  RZBRES
MERERERASEE  HEH
M s sk B RN IR SRR o (E AR
BRRERETNERNRAEX
FENIHARENZAUNRAEE
R 2B RTREENIRER
MAREE(ZEME2()

RARBMBIRAERA - REEE R
ARG 2 QR E A AN IR
BEEETIR(RME2() - AR
BRENBRFHELE (RFADE
RFEHEREZ HEER) RIS -

1
ABARBANEE

) EBBHENAAEE EH
W R R BB ] SRR B i
BMMASE R REER
AIREN A BENER B
i

(i) MNUFEBEHMENRKER
AN AP EERBENRA
BEFE-

(i) L (i) KBS - R E BB Bl 7E
BRAERRREREWE

BB R AR E BB
REBEFMELENAEIEER
HIE A BrEO i R et P R ) B 3R
TELBURREELSEUMAER
I FFETRERR (R KEE2() -

RERNHERX -RSEE B -
BARENEMNERGSEERNGTE
HERIRERFETA ©

Annual Report &3k 2014 103



NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

2 SlGNlFlCANT ACCOUNT'NG POL'C'ES (Continued) 2 iggﬁﬂﬁlﬁa

(f) OTHER INVESTMENTS IN DEBT AND EQUITY (f) HREHREXESFRE

SECURITIES

The Group's and the Company’s policies for
investments in debt and equity securities, other than
investments in subsidiaries, associates and joint
ventures, are as follows:

Investments in debt and equity securities are initially
stated at fair value, which is their transaction price
unless it is determined that the fair value at initial
recognition differs from the fransaction price and that
fair value is evidenced by a quoted price in an active
market for an identical asset or liability or based on a
valuation technique that uses only data from observable
markets. Cost includes attributable transaction costs,
except where indicated otherwise below. These
investments are subsequently accounted for as follows,
depending on their classification:

Investments in securities held for trading are classified
as current assefs. Any affributable transaction costs are
recognised in profit or loss as incurred. At the end of
each reporting period the fair value is remeasured,
with any resultant gain or loss being recognised in
profit or loss. The net gain or loss recognised in profit
or loss does not include any dividends or interest
eamned on these investments as these are recognised
in accordance with the policies set out in Notes 2(t]]iii)
and (iv).

Dated debt securities that the Group and/or the
Company have the positive ability and infention to hold
fo maturity are classified as heldfo-maturity securities.
Held-to-maturity securities are stated at amortised cost
less impairment losses.

RER B R AR R A BIER KA E
»RE(RHBRR - BEQRM
BERRMRERIN BN

EFRBEARFRENEEN SR
RRrBEIR  E-REREMKR
B BEZXSRENVERAEBE
B ENR - B AR BEA A
ARFE(HREEXREFAER
BHISHE - BBRANBEED
B ERETREERM) - BRI
BZZERAIK - FRAT A -
HZRABEAEREBHNRZ SN
Ko ZEREEPRERE T A D
BETHE

REEMBENESFREREAR
FEER - TENEBNR K
AEBRERRIBRPER - REE
WMEBRKR EAnBEESHER -
FTEE A M R sk S B R E =
R o AR 2SI E REA AR F
s F B AR BB 5 211 (i) B (iv) B R
RIER » BN IBR P ERAF =
GBI B IEEAEFIRFE o

AEBE/KERBERENLEE
REINPNAHBEBESRER/RF
EIHRES HEIYBESFREH
PSR BB RSB

104 Yangtze Optical Fibre and Cable Joint Stock Limited Company ¢ 4t 8 i 15 A BR A 7]



NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

(f)

(9)

OTHER INVESTMENTS IN DEBT AND EQUITY
SECURITIES (Continued)

Investments in securities which do not fall into any of
the above categories are classified as available-for-
sale securities. Af the end of each reporting period
the fair value is remeasured, with any resultant gain
or loss being recognised in other comprehensive
income and accumulated separately in equity in the
fair value reserve. As an exception to this, investments
in equity securities that do not have a quoted price in
an active market for an identical instrument and whose
fair value cannot otherwise be reliably measured are
recognised in the statement of financial position at cost
less impairment losses [see Note 2(j]). Dividend income
from equity securities and interest income from debt
securities calculated using the effective inferest method
are recognised in profit or loss in accordance with
the policies set out in Notes 2(f)(iii] and (iv). Foreign
exchange gains and losses resulting from changes
in the amortised cost of debt securities are also
recognised in profit or loss.

When the investments are derecognised or impaired
(see Note 2(j)), the cumulative gain or loss recognised
in equity is reclassified to profit or loss. Investments
are recognised/derecognised on the date the Group
commits to purchase/sell the investments or they
expire.

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at cost less
accumulated depreciation and impairment losses (see

Note 2(j)).

The cost of self-constructed items of property, plant
and equipment includes the cost of materials, direct
labour, the initial estimate, where relevant, of the costs
of dismantling and removing the items and restoring
the site on which they are located, and an appropriate
proportion of production overheads and borrowing
costs (see Note 2(v)).

Gains or losses arising from the refirement or disposal
of an item of property, plant and equipment are
determined as the difference between the net disposal
proceeds and the carrying amount of the item and are
recognised in profit or loss on the date of retirement or
disposal.

2 FESTHBEw@

(f)

(9)

AR B RBRFEEFRE ()

TEBR LlER N EHTE ST
AUELEES  NESEHREH
R HArBEESHENT=2 B
BEAMEENEMBREREMER
BWEPHER - WRFEEEPH
AR BEHE - EROISN - RAE
FIREMERMIZR L ERARTA
MHRE  WEERAARBEEELA
FITER - BRABHFRERT B
AERAFEKABREBEBER(R
BEEE2(j)) o BRAS 78 25 AR F) WA R B
BB F KL 8 K EREHF
B AR B 7 211 (1i1) B (iv) 51 7= B
BURRIBmTER - BISHHF B HEK
REB)E £ M INE BB IR B s e

27
o

ERERERULERLERE(R
MIEE2(j) - BFH WK EBE hE
nENHEERD - REGRAKHE
EEBE /HERSERELIHE
AR HER -

WE - BERRME
ME - BE N RER AR R
FEMRERBE(RHE2]) 27 -

BEME - BFE MREEB KA
BREMBRA BEAT - 37k -
WBEE REIRAB ST
TR (4868 ) A BB E & 2 &Y
HEERERATEER A (RKHE
2(v) »

WEXHEME  BERRHEEE
PREAM K ERAER HERMR
GREFEREREEECRNER
EE - WM E A ANRERE

[
St iy
fm T ©

Annual Report &3 2014 105



NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

(9)

(h)

PROPERTY, PLANT AND EQUIPMENT (Confinved)
Depreciation is calculated to write off the cost of items
of property, plant and equipment, less their estimated
residual value, if any, using the straight line method
over their estimated useful lives as follows:

- Buildings and structures 20 years
-~ Machinery and equipment 10-16 years
- Office equipment 5-8 years
- Motor vehicles 8 years

Where parts of an item of property, plant and
equipment have different useful lives, the cost of the
item is allocated on a reasonable basis between the
parts and each part is depreciated separately. Both the
useful life of an asset and its residual value, if any, are
reviewed annually.

INTANGIBLE ASSETS (OTHER THAN GOODWILL)
Expenditure on research activities is recognised as
an expense in the period in which it is incurred.
Expenditure on development activities is capitalised if
the product or process is technically and commercially
feasible and the Group has sufficient resources
and the intention to complete development. The
expenditure capitalised includes the costs of materials,
direct labour, and an appropriate proportion of
overheads and borrowing costs, where applicable.
Capitalised development costs are stated at cost less
accumulated amortisation and impairment losses. Other
development expenditure is recognised as an expense
in the period in which it is incurred.

Other intangible assets that are acquired by the Group
are stated at cost less accumulated amortisation (where
the estimated useful life is finite) and impairment losses
([see Note 2(j)). Expenditure on internally generated
goodwill and brands is recognised as an expense in
the period in which it is incurred.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

(h) INTANGIBLE ASSETS (OTHER THAN GOODWILL)

(i)

(Continued)

Amortisation of intangible assefs with finite useful lives is
charged to profit or loss on a straightline basis over the
assets’ estimated useful lives. The following infangible
asset with finite useful life is amortised from the date it
is available for use and its useful life is as follows:

—  Patents 8 years
Both the period and method of amortisation are
reviewed annually.

Intangible assets are not amortised while their useful
lives are assessed to be indefinite. Any conclusion
that the useful life of an intangible asset is indefinite
is reviewed annually to defermine whether events and
circumstances continue fo support the indefinite useful
life assessment for that asset. If they do not, the change
in the useful life assessment from indefinite to finite is
accounted for prospectively from the date of change
and in accordance with the policy for amortisation of
intangible assets with finite lives as sef out above.

LEASED ASSETS

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
fime in refurn for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

(i) Classification of assets leased to the Group
Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. leases which do
not transfer substantially all the risks and rewards
of ownership to the Group are classified as
operating leases.
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B RSB RLBEE ()

(i) LEASED ASSETS (Confinued)
(i) Operating lease charges

()

Where the Group has the use of assefs held under
operating leases, payments made under the leases
are charged fo profit or loss in equal instalments
over the accounting periods covered by the lease
term, except where an alternative basis is more
representative of the pattern of benefits to be
derived from the leased asset. lease incentives
received are recognised in profit or loss as an
integral part of the aggregate net lease payments
made. Contingent renfals are charged fo profit or
loss in the accounting period in which they are
incurred.

The cost of acquiring land held under an operating
lease is amortised on a straightline basis over the
period of the lease term.

IMPAIRMENT OF ASSETS

Impairment of investments in debt and equity
securities and other receivables

Investments in debt and equity securities and
other current and non-current receivables that are
stated at cost or amortised cost or are classified as
availableforsale securities are reviewed at the end
of each reporting period to determine whether there
is objective evidence of impairment. Objective
evidence of impairment includes observable data
that comes to the attention of the Group about one
or more of the following loss events:

- significant financial difficulty of the debtor;

— a breach of contract, such as a default or
delinquency in interest or principal payments;

— it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation;

- significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; and

- a significant or prolonged decline in the fair
value of an investment in an equity instrument
below ifs cost.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

2 S|GN|F|CANT ACCOUNT'NG POL'C'ES (Continued) 2 E\Eggg-l_ﬁ%fiﬁ}
(j) IMPAIRMENT OF ASSETS (Continued) (j) BERE®)
(i) Impairment of investments in debt and equity (i) BEERBRAZBHRERAE
securities and other receivables (Continved) W IE R R E RS ()
If any such evidence exists, any impairment loss is MERZEFREFE - EHE
defermined and recognised as follows: EHRERBESWERNT

For investments in associates and joint
ventures accounted for under the equity
method in the consolidated financial
statements (see Note 2(d)), the impairment
loss is measured by comparing the
recoverable amount of the investment with its
carrying amount in accordance with Note
2(j)lii). The impairment loss is reversed if
there has been a favourable change in the
estimates used fo defermine the recoverable
amount in accordance with Note 2(j)fii).

For unquoted equity securities carried at
cost, the impairment loss is measured as the
difference between the carrying amount of the
financial asset and the estimated future cash
flows, discounted at the current market rate of
return for a similar financial asset where the
effect of discounting is material. Impairment
losses for equity securities carried at cost are
not reversed.

For trade and other current receivables and
other financial assets carried at amortised
cost, the impairment loss is measured as
the difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the financial
asset’s original effective interest rate [i.e.
the effective inferest rate computed at initial
recognition of these assets), where the effect
of discounting is material. This assessment
is made collectively where these financial
assets share similar risk characteristics, such
as similar past due status, and have not
been individually assessed as impaired.
Future cash flows for financial assets which
are assessed for impairment collectively are
based on historical loss experience for assets
with credit risk characteristics similar to the
collective group.
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B RSB RLBEE ()

2 S|GN|F|CANT ACCOUNT'NG POL'C'ES (Continued) 2 E\Eg%%—l_EK%F

(j) IMPAIRMENT OF ASSETS (Continued) (j) BERE®)
(i) Impairment of investments in debt and equity (i) BERBRAZHRERHRE
securities and other receivables (Continued) W ERTE MR EE A (&)

If in o subsequent period the amount of
an impairment loss decreases and the
decrease can be linked objectively to an
event occurring after the impairment loss was
recognised, the impairment loss is reversed
through profit or loss. A reversal of an
impairment loss shall not result in the asset's
carrying amount exceeding that which would
have been determined had no impairment
loss been recognised in prior years.

For availableforsale securities, the cumulative
loss that has been recognised in the fair
value reserve is reclassified to profit or loss.
The amount of the cumulative loss that is
recognised in profit or loss is the difference
between the acquisition cost (net of any
principal repayment and amortisation) and
current fair value, less any impairment loss on
that asset previously recognised in profit or
loss.

Impairment losses recognised in profit or
loss in respect of available-for-sale equity
securities are not reversed through profit or
loss. Any subsequent increase in the fair
value of such assefs is recognised in other
comprehensive income.

Impairment losses in respect of available-
for-sale debt securities are reversed if the
subsequent increase in fair value can be
objectively related to an event occurring
after the impairment loss was recognised.
Reversals of impairment losses in such
circumstances are recognised in profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

()

IMPAIRMENT OF ASSETS (Continued)

(i)

(ii)

Impairment of investments in debt and equity
securities and other receivables (Continued)
Impairment losses are written off against the
corresponding assets directly, except for
impairment losses recognised in respect of trade
debtors and bills receivable, whose recovery is
considered doubtful but not remote. In this case,
the impairment losses for doubtful debts are
recorded using an allowance account. When
the Group is satisfied that recovery is remote, the
amount considered irrecoverable is written off
against frade debtors and bills receivable directly
and any amounts held in the allowance account
relating to that debt are reversed. Subsequent
recoveries of amounts previously charged to
the allowance account are reversed against
the allowance account. Other changes in the
allowance account and subsequent recoveries
of amounts previously written off directly are
recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period fo
identify indications that the following assets may
be impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

-  properly, plant and equipment;

— construction in progress;

- infangible assefs;

- lease prepayments;

- goodwill; and

—  investments in subsidiaries, associates and

joint ventures in the Company's statement of
financial position.
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B RSB RLBEE ()

2 S|GN|F|CANT ACCOUNT'NG POL'C'ES (Continued) 2 E\Eg%%—l_EK%F

(j) IMPAIRMENT OF ASSETS (Continued) (j) BERE®)

(ii) Impairment of other assets (Coninued) (ii)

If any such indication exists, the asset’s
recoverable amount is estimated. In addition,
for goodwill, intangible assets that are not yet
available for use and intangible assets that have
indefinite useful lives, the recoverable amount is
estimated annually whether or not there is any
indication of impairment.

—  Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs of disposal
and value in use. In assessing value in use,
the estimated future cash flows are discounted
fo their present value using a pre-tax discount
rate that reflects current market assessments
of the time value of money and the risks
specific o the asset. Where an asset does not
generate cash inflows largely independent
of those from other assets, the recoverable
amount is determined for the smallest
group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

-~ Recognition of impairment losses

An impairment loss is recognised in profit
or loss if the carrying amount of an asset,
or the cash-generating unit to which it
belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of
cash-generating units are allocated first to
reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or group
of units) and then, to reduce the carrying
amount of the other assets in the unit (or group
of units) on a pro rata basis, except that the
carrying value of an asset will not be reduced
below its individual fair value less costs of
disposal (if measurable), or value in use |if
determinable).
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

2 SlGNlFlCANT ACCOUNT'NG POL'C'ES (Continued) 2 E\Eggg E&%(:’F?

(j) IMPAIRMENT OF ASSETS (Continued) (j) BERE®)
(ii) Impairment of other assets (Coninued) (i) HMEENRE®
—  Reversals of impairment losses - HERRESE
In respect of assets other than goodwill, an BREEIEMEE - 0
impairment loss is reversed if there has been RAFETEEANNRD S
a favourable change in the estimates used BEEEEIRENE

to determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited fo
the asset's carrying amount that would have
been determined had no impairment loss
been recognised in prior years. Reversals of
impairment losses are credited to profit or
loss in the year in which the reversals are
recognised.

(k) INTERIM FINANCIAL REPORTING AND

IMPAIRMENT

Under the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited, the Group
is required to prepare an interim financial report in
compliance with 1AS 34, Interim financial reporting,
in respect of the first six months of the financial year.
At the end of the interim period, the Group applies
the same impairment testing, recognition, and reversal
criferia as it would af the end of the financial year (see

Notes 2(j)li) and {ii)).

Impairment losses recognised in an inferim period in
respect of goodwill, availableforsale equity securities
and unquoted equity securities carried at cost are not
reversed in a subsequent period. This is the case even if
no loss, or a smaller loss, would have been recognised
had the impairment been assessed only at the end of
the financial year to which the inferim period relates.
Consequently, if the fair value of an available-for-
sale equity security increases in the remainder of the
annual period, or in any other period subsequently, the
increase is recognised in other comprehensive income
and not profit or loss.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

(

INVENTORIES
Inventories are carried at the lower of cost and net
realisable value.

Cost is calculated using the weighted average cost
formula and comprises all costs of purchase, costs of
conversion and other costs incurred in bringing the
inventories to their present location and condition.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.

When inventories are sold, the carrying amount of
those inventories is recognised as an expense in the
period in which the related revenue is recognised.
The amount of any write-down of inventories to net
realisable value and all losses of inventories are
recognised as an expense in the period the write-down
or loss occurs. The amount of any reversal of any write-
down of inventories is recognised as a reduction in the
amount of inventories recognised as an expense in the
period in which the reversal occurs.

(m) TRADE AND OTHER RECEIVABLES

(n)

Trade and other receivables are initially recognised
at fair value and thereafter stated at amortised cost
using the effective interest method, less allowance for
impairment of doubtful debts (see Note 2(j(i)), except
where the receivables are interestfree loans made to
related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such
cases, the receivables are stated at cost less allowance
for impairment of doubtful debts.

INTEREST-BEARING BORROWINGS

Interest-bearing borrowings are recognised initially at
fair value less affributable fransaction costs. Subsequent
fo initial recognition, interest-bearing borrowings are
stated at amortised cost with any difference between
the amount initially recognised and redemption value
being recognised in profit or loss over the period of
the borrowings, together with any interest and fees
payable, using the effective interest method.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

(o)

(p)

(q)

(r)

TRADE AND OTHER PAYABLES

Trade and other payables are initially recognised at
fair value and subsequently stated at amortised cost
unless the effect of discounting would be immaterial, in
which case they are stated at cost.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition.

EMPLOYEE BENEFITS

(i) Short term employee benefits and contributions to
defined contribution retirement plans
Salaries, annual bonuses, paid annual leave,
confributions to defined contribution retirement
plans and the cost of non-monetary benefits are
accrued in the year in which the associated
services are rendered by employees. Where
payment or setflement is deferred and the effect
would be material, these amounts are stated at
their present values.

(ii) Termination benefits
Termination benefits are recognised at the earlier
of when the Group can no longer withdraw the
offer of those benefits and when it recognises
restructuring costs involving the payment of
fermination benefits.

INCOME TAX

Income tax for the year comprises current tax and
movements in deferred tax assefs and liabilities. Current
fax and movements in deferred fax assets and liabilities
are recognised in profit or loss except to the extent that
they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant
amounts of fax are recognised in other comprehensive
income or directly in equity, respectively.
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B RSB RLBEE ()

2 SlGNlFlCANT ACCOUNT'NG POL'C'ES (Continued) 2 Ig%%*ﬁ&%;

(r) INCOME TAX (Continued) (r) FRE®

Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted
or substantively enacted at the end of the reporting
period, and any adjustment fo tax payable in respect of
previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arise from unused
tax losses and unused tax credits.

Apart from cerfain limited exceptions, all deferred tax
liabilities, and all deferred tax assets o the extent that it
is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided
those differences relate to the same taxation authority
and the same taxable entity, and are expected to
reverse either in the same period as the expected
reversal of the deductible temporary difference or in
periods info which a tax loss arising from the deferred
fax asset can be carried back or forward. The same
criteria are adopted when defermining whether existing
taxable temporary differences support the recognition
of deferred tax assefs arising from unused tax losses
and credits, that is, those differences are taken into
account if they relate to the same taxation authority and
the same taxable entity, and are expected fo reverse in
a period, or periods, in which the tax loss or credit can
be ufilised.

The limited exceptions to recognition of deferred tax
assefs and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the inifial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they
are not part of a business combination), and temporary
differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences,
the Group controls the timing of the reversal and it
is probable that the differences will not reverse in
the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse in
the future.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

2 S|GN|F|CANT ACCOUNT'NG POL'C'ES (Continued) 2 Iggﬁfﬁl% &

(r) INCOME TAX (Confinued) (r) FRBHR &

The amount of deferred tax recognised is measured
based on the expected manner of realisation or
setflement of the carrying amount of the assets and
liabilities, using tax rates enacted or substantively
enacted af the end of the reporting period. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed
at the end of each reporting period and is reduced to
the extent that it is no longer probable that sufficient
taxable profits will be available to allow the related tax
benefit to be utilised. Any such reduction is reversed
fo the extent that it becomes probable that sufficient
taxable profits will be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay
the related dividends is recognised.

Current tax balances and deferred tox balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, it the Company
or the Group has the legally enforceable right to set off
current fax assets against current fax liabilities and the
following additional conditions are met:

— in the case of current tax assets and liabilities, the
Company or the Group infends either to settle on
a net basis, or to realise the asset and settle the
liability simultaneously; or

— in the case of deferred tax assets and liabilities,
it they relate to income taxes levied by the same
taxation authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each
future period in which significant amounts of
deferred tax liabilities or assets are expected
to be setfled or recovered, intend to realise
the current tax assets and seftle the current tax
liabilities on a net basis or realise and settle
simultaneously.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

(s) PROVISIONS AND CONTINGENT LIABILITIES

(t)

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

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

REVENUE RECOGNITION

Revenue is measured at the fair value of the
consideration received or receivable. Provided it is
probable that the economic benefits will flow to the
Croup and the revenue and costs, if applicable, can
be measured reliably, revenue is recognised in profit or
loss as follows:

(i) Sale of goods

Revenue is recognised when goods are delivered
at the customers’ premises or collected by the
customer which is taken to be the point in time
when the customer has accepted the goods
and the related risks and rewards of ownership.
Revenue excludes value added tax and other
sales taxes and is after deduction of any frade
discounts.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

(1‘) REVENUE RECOGNITION (Continued)

(ii)

Rental income from operating leases

Rental income receivable under operating leases
is recognised in profit or loss in equal instalments
over the periods covered by the lease term, except
where an alternative basis is more representative
of the pattern of benefits to be derived from the
use of the leased asset. lease incentives granted
are recognised in profit or loss as an integral part
of the aggregate net lease payments receivable.
Contingent rentals are recognised as income in the
accounting period in which they are earned.

(iii) Dividends

(iv)

(v)

dividend income from unlisted investments is
recognised when the shareholder’s right to
receive payment is esfablished.

- dividend income from listed investments
is recognised when the share price of the
investment goes ex-dividend.

Interest income
Interest income is recognised as it accrues using
the effective interest method.

Government grants

Government grants are recognised in the stafement
of financial position initially when there is
reasonable assurance that they will be received
and that the Group will comply with the conditions
attaching to them. Grants that compensate the
Group for expenses incurred are recognised as
income in profit or loss on a systematic basis
in the same periods in which the expenses are
incurred. Grants that compensate the Group for
the cost of an asset are recognised initially as
deferred income and consequently are effectively
recognised in profit or loss on a systematic basis
over the useful life of the asset by way of reduced
depreciation expense.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

(u) TRANSLATION OF FOREIGN CURRENCIES

(v)

Foreign currency transactions during the year are
franslated at the foreign exchange ratfes ruling at the
fransaction dates. Monetary assets and liabilities
denominated in foreign currencies are franslated at the
foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in
profit or loss.

Non-monetary assets and liabilities that are measured
in terms of historical cost in a foreign currency are
franslated using the foreign exchange rates ruling at the
fransaction dates.

The results of foreign operations which have a
functional currency other than RMB are translated into
RMB at the exchange rates approximating the foreign
exchange rates ruling at the dates of the transactions.
Statement of financial position items are translated
into RMB at the closing foreign exchange rates af the
end of the reporting period. The resulting exchange
differences are recognised in other comprehensive
income and accumulated separately in equity in the
exchange reserve.

BORROWING COSTS

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset
which necessarily takes a substantial period of time fo
get ready for its intended use or sale are capitalised as
part of the cost of that asset. Other borrowing costs are
expensed in the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost
of a qualifying asset commences when expenditure for
the asset is being incurred, borrowing costs are being
incurred and activities that are necessary fo prepare
the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or
ceases when substantially all the activities necessary to
prepare the qualifying asset for its intended use or sale
are interrupted or complete.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

2 SlGNlFlCANT ACCOUNT'NG POL'C'ES (Continued) 2 iggﬁfﬁ%(ea;

(w) DERECOGNITION OF NON-DERIVATIVE (w) FTE MR ER RIRAOEILTER

FINANCIAL ASSETS AND FINANCIAL LIABILITIES
The Group derecognises a financial asset when the
contractual rights to the cash flows from the asset
expire, or it fransfers the rights to receive the contractual
cash flows in a transaction in which substantially all
of the risks and rewards of ownership of the financial
asset are fransferred, or it neither transfers nor refains
substantially all of the risks and rewards of ownership
and does not refain confrol over the fransferred asset.
Any inferest in such derecognised financial assets that
is created or refained by the Group is recognised as a
separate asset or liability.

The Group derecognises a financial liability when its
contractual obligations are discharged or cancelled, or
expire.

Financial assets and financial liabilities are offset and
net amount presented in the statement of financial
position when, and only when, the Group has a legal
right to offset the amounts and intends either to settle
them on a net basis or fo realise the asset and seffle the
liability simultaneously.

(x) RELATED PARTIES

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

(a) has control or joint control over the Group;

(b) has significant influence over the Group; or

(c) is a member of the key management
personnel of the Group or the Group's parent.

(x)
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B ERIMEE ()

2  SIGNIFICANT ACCOUNTING POLICIES (Confinued] 2 FE®

(x) RELATED PARTIES (Continued (x)
[i) An entity is related to the Group if any of the
following conditions applies:

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

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

(c) Both entities are joint ventures of the same

third party.

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

entity.

(e] The entity is a postemployment benefit plan
for the benefit of employees of either the
Group or an entity related to the Group.

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

(g) A person identified in (i){a) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of
a parent of the entity).

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the

entity.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

2  SIGNIFICANT ACCOUNTING POLICIES (Confinued] 2 EEETBRw

EI‘_

(y) SEGMENT REPORTING (y) o8#&E

Operating segments, and the amounts of each segment
item reported in the financial statements, are idenfified
from the financial information provided regularly to
the Group's most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the Group's various lines of business
and geographical locations.

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

3 ACCOUNTING JUDGEMENTS AND ESTIMATES

(a) CRITICAL ACCOUNTING JUDGEMENTS IN

APPLYING THE GROUP’S ACCOUNTING
POLICIES

In preparing these financial statements, management
has made accounting judgements in applying the
Group's accounting policies. Information about
judgements made in applying the accounting policies
that have the most significant effects on the amounts
recognised in the financial statements is disclosed in

Note 33.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

3 ACCOUNTING JUDGEMENTS AND ESTIMATES 3 EFtHER &

(Continued)

(b) ASSUMPTIONS AND ESTIMATION (b) MREXRErTHIFRERER
UNCERTAINTIES
Note 34 contains information about the assumptions MEdEFANEeRmIARAEE
and their risk factors relating to fair value of financial MREMEAREZNEES - Hih
instruments. Other key sources of estimation uncertainty AT EEMNEIERENT :

are as follows:

(i) Impairment losses for bad and doubtful debts (i)

The Group estimates impairment losses for bad
and doubtful debts resulting from the inability of the
customers and other debtors to make the required
payments. The Group bases the estimates on the
aging of the receivable balance, debtors’ credit-
worthiness, and historical write-off experience.
It the financial condition of the customers and
debtors were to deteriorate, actual write-offs
would be higher than estimated.

(ii) Provision for diminution in value of inventories (ii)
When making estimates of net realisable value
of inventories, the Group takes into consideration
the use of inventories held on hand and other
information available to form the underlying
assumptions, including the inventories’ market
prices and the Group's historical operating costs.
The actual selling price, the costs of completion
and the costs necessary to make the sale and
relevant taxes may vary based on the changes
in market conditions and product saleability,
manufacturing technology and the actual use
of the inventories, resulting in the changes in
provision for diminution in value of inventories.
The net profit or loss may then be affected in the
period when the provision for diminution in value
of inventories is adjusted.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

3 ACCOUNTING JUDGEMENTS AND ESTIMATES

(Continued)

(b) ASSUMPTIONS AND ESTIMATION
UNCERTAINTIES (Continued)
(iii) Impairment losses of non-current assets

(iv)

In considering the impairment losses that may be
required for certain of the Group's assefs which
include property, plant and equipment, intangible
assefs, lease prepayments, investments in joint
ventures and associates and unquoted equity
investments, recoverable amount of the asset
needs to be determined. The recoverable amount
is the greater of the fair value less costs fo sell and
the value in use. It is difficult to precisely estimate
selling price because quoted market prices for
these assets may not be readily available. In
determining the value in use, expected cash
flows generated by the asset are discounted to
their present value, which requires significant
judgement relating to items such as level of sale
volume, selling price and amount of operating
costs. The Group uses all readily available
information in determining an amount that is
reasonable approximation of recoverable amount,
including estimates based on reasonable and
supportable assumptions and projections of items
such as sales volume, selling price and amount of
operating cosfs.

Depreciation

Property, plant and equipment are depreciated
on a straight-line basis over the estimated useful
lives of the assets, after taking info account the
estimated residual value. The Group reviews the
estimated useful lives of the assets regularly. The
useful lives are based on the Group's historical
experience with similar assets and taking info
account anticipated technological changes. The
depreciation expense for future periods is adjusted
if there are significant changes from previous
estimates.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

ACCOUNTING JUDGEMENTS AND ESTIMATES

(Continued)

(b) ASSUMPTIONS AND ESTIMATION
UNCERTAINTIES (Continued)
(v) Income tax

The Company files income tax with local tax
authority. Judgement is required in determining
the provision for taxation in respect of certain
calculations (such as the additional qualified tax
deduction relating to research and development
costs) for which the ultimate tax determination is
only certain when approval from the local tax
authority is obtained. For the 15% preferential tax
rate available for an approved hightech enterprise
(see Note 8], in determining the applicable tax
rate for calculation of current income tax and
deferred income fax, after receiving the subsfantive
approvals, the Company uses the expected tax
rate that would probably be approved by the tax
authority according to the tax rules and regulations
enacted at the reporting period end date. If the
final tax outcome were different from the amount
originally recorded, the difference would have
impact on the current income tax and deferred
income tax provision in the period in which the
final tax outcome became available.

TURNOVER

The Group is principally engaged in the manufacturing and
sales of optical fibre preforms, optical fibres, optical fibre
cables and other related products and services. Turnover
represents the sales value of goods supplied to customers,
net of value added tax.

During the year ended 31 December 2014, the Group had
one customer (2013: one) with whom transactions have
exceeded 10% of the Group's annual tumover. Sales to that
customer (including sales to entities, which are under the
common control by that customer) during the year ended
31 December 2014 represented 21% (2013: 24%), of the
Group's annual turnover. Details of concentration of credit
risk arising from the customers are sef out in Note 34(al.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued

B RSB RLBEE ()

5 OTHER REVENUE AND NET INCOME

5 HtARFENR=ZE

2014 2013
—E—F —E—=fF
RMB’000 RMB’'000
AR%T T ARET T
Other revenue Hug A
Dividend income from unlisted equity securities FE LR HIRERAMUA 3,655 4,049
Royalty fees BT RE 6,300 6,300
Government grants BT 47 By 24,080 15,594
Rental income from operating leases ERER S W 822 1,267
Others Hih 198 -
35,055 27,210
Other net income HiF e
Nef loss on disposal of property, HEME - WEREEEE
plant and equipment FER (3,422) (6,160)
Gain on disposal of a joint venture HEASZE R A E
(Note 20|vii)) (B =E20(vii)) - 230
(3,422) (5,930)
31,633 21,280
6 NET FINANCE COSTS 6 FRMERAE
2014 2013
—E-NmEF TE—=F
RMB’000 RMB’000
AR®T T AREETTT
(a) Finance income (o) AEERKA
Interest income 2 Uz A 9,299 1,001
Net foreign exchange gains b 5 e 358 42,742 41,525
Finance income BhE WA 52,041 42,526
(b) Finance costs (b) BEE R A
Interest on bank loans IRITE KT B (68,632) (39,865)
less: interest expenses capitalised into B ETAERLIECER
construction in progress N NSE-3:=! 1,500 -
(67,132) (39,865)
Other finance costs Hihm&EEHA (24,120) (35,740)
Bank charges RITFEE (7,992) (5,695
Finance costs B E AN (99,244) (81,300)
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B ERIMEE ()

7 PROFIT BEFORE TAXATION 7 B A A

BBATFIEE M (GTA)

Profit before taxation is arrived at affer charging/(crediting):

(a) STAFF COSTS* (a) BIREE"

2014 2013
—2-mEF —E-=F
RMB’000 RMB'000
ARBT T ARETT
Salaries, wages and other benefits e TEMREMET 355,484 355,531

Contributions to defined contribution TEFRR N FRET B A3k
refirement plan 35,229 31,098
390,713 386,629

Pursuant to the relevant labour rules and regulations
in the PRC, the Company and its subsidiary in the
PRC participated in defined contribution refirement
scheme (the “Scheme”) organised by the relevant
local government authority for their employees. The
Company and its subsidiary in the PRC are required
fo make confributions to the Scheme at 20% of basic
salaries of the employees. The local government
authority is responsible for the entire pension
obligations payable to retired employees. The Group
has no other material obligation to make payments in
respect of pension benefits associated with this scheme
other than the annual contribution described above.

REBTEABEBRAUNRRM - K
REARERTENHNBARREER
IT2EpTEE BT EERFE
e E BRI REH B (TRTEID) -
AR R ER T B A E QBB
8 TERH©#920%[m 5t & 1 4t
R BEMBNKEAR2MMEMNE
KRB THRKBH - B Ll FEH
FIASN - AR B H B E IR A
ZHEENEMERNRRENNE
£
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

7/ PROFIT BEFORE TAXAT'ON (Continued) 7

(b) OTHER ITEMS

BREE AT A B )
(b) HfttIHH

2014
—E-lmEF
RMB’000
AR®TR

2013
=%
RMB'0O00
AREFIT

..................................................................................................................................................

Amortisation i3]

— lease prepayments - HERMNKIE
Depreciation* e

— property, plant and equipment held - ERARKEHEED

YE i
- Hip¥% - BB MR

for use under operating leases
— other property, plant and equipment

RERRER)/ (EH)
~ R
- RIS EARNRE

(Write-back of)/provision for impairment losses
— frade receivables
— investment in a joint venture

Auditors’ remuneration Gl e
— audit services - BIZIRTE
— review services - B RS
Research and development costs* BT AN G B A A

Cost of inventories* (Note 22(b)) TFERA (MaF22(b))

Cost of inventories and research and development costs
include RMB323,737,000 (2013: RMB337,526,000)
relating to staff costs and depreciation expenses, of which
the amounts are also included in the respective fotal amounts
disclosed separately above or in Note 7(a) for each of these
types of expenses.

461
113,187

(4,802)

2,180
140

153,713

4,605,552

1,489

/

445
109,754

(3,617)
4,130

1,728
140
171,330

3,827,316

# FERARMAMAEXNABIEE T
BRARTEERARY323,737,000
T(ZZE—=% : AR¥2337,526,000
Jo) o EUERANERIFE AL Lt
BBRELM T )W EHESED
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued

BB ERIBEE ()
8 INCOME TAX IN THE CONSOLIDATED

STATEMENTS OF COMPREHENSIVE INCOME

(b)

8 AHEERERRNAER

(a) TAXATION IN THE CONSOLIDATED (a) EHIEEWNRFRABFRFRIE :
STATEMENTS OF COMPREHENSIVE INCOME
REPRESENTS:
2014 2013
—E2-F —T-=F
RMB’000 RMB’'000
ARMEF T ARETTT
Current tax BIHABL 1R
Provision for the year FREHE 66,489 74,840
Deferred tax EEHIE
Origination and reversal of femporary TRMEEENELERED
differences 4,212 (19,598)
70,701 55,242
RECONCILIATION BETWEEN TAX EXPENSE (b) MEAMZHEFHFAIZBERRSE
AND ACCOUNTING PROFIT AT APPLICABLE FHREYEEE -
TAX RATES:
2014 2013
—E-0F —T—=F
RMB’000 RMB'000
AR®T T ARETT
Profit before taxation [ B BT AR 534,738 470,283
Notional tax on profit before taxation at BRBAAERR P BEDEER K
PRC corporate income tax rate HEMZERIE 133,685 117,571
Tax rate differential HEE=R (43,453) (36,828)
Effect of non-deductible expenses TR A & 5,340 4,999
Effect of nontaxable income JEFEFA U A 2 2 (914) (1,069)
Effect affributable to the additional qualified & & AF2E & A histH0BR
fax deduction relating to research and S0}
development costs (18,689) (18,741)
Effect of share of results of associates and FEA G B EWNSIE
joint ventures EI'JE/@ (7,049) (4,653)
Effect of unrecognised tax loss RAERRBEE RN E 1,781 68
Others Eth - (6,109)
Actual tax expense BTN 70,701 55,242
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

8 INCOME TAX IN THE CONSOLIDATED 8 EHGREWRERANAER W
STATEMENTS OF COMPREHENSIVE INCOME

(Continued)

(b) RECONCILIATION BETWEEN TAX EXPENSE (b) RERAXREHAAZREARSE

AND ACCOUNTING PROFIT AT APPLICABLE
TAX RATES: (Confinued|

The Company and its PRC subsidiary are subject to
PRC corporate income tax af the statutory rate of 25%.

Pursuant to the corporate income tax law and the
relevant approval documents, the Company obtained
the "high-tech enterprise” status in October 2011 for
3 years and goft it renewed for another 3 years in
March 2015. According to the approval documents,
the Company is an approved high-tech enterprise
and is entitled to a preferential income tax rate of
15% during the year, subject to the fulfilment of the
recognition criteria. Accordingly, the Company's
provision for PRC corporate income fax for the year is

calculated at 15% (2013:15%).

No provision was made for Hong Kong Profits Tax as
the Group did not earn any income subject to Hong
Kong Profits Tax during both the current and prior
years.

B SRR ¢ ()

AR R B R B B BE A
R B RASH25%BHDEET R -

REBEELEMBERARBRAHLAEX
- ARBAR_ZB——F+AERF
TREB=ZFMNISMRMEEIE
B YR-_FE-—RAF=AKEE
RIERFIN=F  {RIFAARBALIEX
o ARBFRBER/BHRMDE
X URAFEZXISUOBED
o Wt ARRAFEREED
RIShTREEMBH(ZF—=
F:15%) ¢

REFRANFE  AEELEER
BRETRA - B REERENE
i o
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued

PMBERME

9 DIRECTORS’ REMUNERATION

Details of remuneration of directors (including chief
executive and supervisors) are as follows:

9 EEHM

EX(BRTRARNES) FMFER

FIEAT

Year ended 31 December 2014
BZE_T-NE+ZA=1+—-HLEE

Salaries,
allowances Retirement
Directors’ and benefits Discretionary scheme
fees in kind bonuses contributions Total
g 2H RIKER
e REMERN BEEAL SRR Bt
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBTRT AR¥TR ARBTR AR¥TRT ARET:R
Directors =
Wen Huiguo NEaEH - 894 1,050 21 1,965
Frank Franciscus Dorjee BefEE 37 - - - 37
Ma Jie ER 37 - - - 37
Philippe Claude Vanhille JERIE 0 AR 37 - - - 37
Sun Jiming AL 37 - - - 37
Xiong Xiangfeng RE A 37 - - - 37
Yeung Kwok Ki 5B 37 - - - 37
Zheng Huili* 3o - - - - -
Independent non-executive BUEHITES
directors
Ip Sik On Simon (appointed on ~ EHZ(R=_F—WFNA
24 September 2014) —“+NBEEZRT) 50 - - - 50
Li Ping [appointed on ZE(R=Z—MF
24 September 2014) AR - +NHEZRT) 37 - - - 37
i Zhuo (appointed on ZE(RZT—MF
24 September 2014) AR - +NHEZRT) 37 - - - 37
Ngai Wai Fung (appointed on  ZREIE (R =F—M4F
24 September 2014) AB-+NHEZRT) 37 - - - 37
Chief executive THAR
Zhuang Dan 0N - 906 1,050 67 2,023
Supervisors EE
Jiang Zhikang* TER* - - - - -
Yao Jingming A 15 - - - 15
Yu Jiaxuan ERs 15 - - - 15
413 1,800 2,100 88 4,401
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

MBE R (5)
9 DIRECTORS’ REMUNERATION (Continved) 0 EEHFM
Year ended 31 December 2013
BE_Z-—=F+_fA=1t—HItEE
Salaries,
allowances Refirement
Directors’  and benefits  Discretionary scheme
fees in kind bonuses  contributions Total
e 2 EREF
we REMEF  BEEA FEIER a5t
RMB'O0O0  RMB'0O0O0  RMB'O00  RMB'000  RMB'000
ARETT ARETT ARBTT ARETRT ARETR
Directors Bx
Wen Huiguo Xk = 894 950 21 1,865
Frank Franciscus Dorjee BefEE - - - - -
Ma Jie ER - - - - -
Sun Jiming 1A = = = = =
Yeung Kwok Ki 15 B = = = = =
Zheng Huili* BZpm = = = = =
Philippe Claude Vanhille FENEL e EHABMN_Z—=F

[appointed on 23 May 2013) RA-+=HEZ(L) - - - - -
Xiong Xiangfeng appointed on A& (R=F—=%F

5 August 2013) NARBEEL) - - - - -
Phil Edwards (resigned on R e BEEN-Z—=F

23 May 2013) TAZT=E#HE) - - - - -
Xiong Ruizhong (resigned on RImB(M_T—=F

5 August 2013 NARBEHE) - - - - -
Chief executive THAR
Zhuang Dan " = 905 950 63 1,918
Supervisors E=
Jiang Zhikang (appointed on TER(RZT—=F

19 December 2013)* +-At+hBEZT)* - - - - -
Yao Jingming (appointed on WA (R —=F

19 December 2013) +-A+LBEZME) - - - - -
Yu Jioxuan (appointed on BRE(RN_F—=F

19 December 2013) +-A+LBEZME) - - - - -

= 1,799 1,900 84 3,783
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

9 DlRECTORS, REMUNERAT'ON (Continued)

*

follows:

Zheng Huili and Jiang Zhikang were also served as deputy secretary
of the party committee and general manager of the operation
management center of the Company during both the current and
prior years. Remunerations fo Zheng Huili and Jiang Zhikang in their
positions other than as director or supervisor of the Company are as

9 EEFM

* BEBMISERAFERARFERD 5
BREARARZBECNEEEE DAL
2 o BBBALERE LB IEE R

EOFHMOT

2014
—Z2-F
RMB’000
AR¥TR

..................................................................................................................................................

Zheng Huili
Jiang Zhikang

1,163

10 INDIVIDUALS WITH HIGHEST EMOLUMENTS

The number of directors, chief executive, supervisors,
non-directors and non-supervisors included in the five highest
paid individuals during the year are set forth below:

10 ZREHFMAL

hERSFHFMALTANES  THA
BEF FEFERIFEFABWMT:

2014 2013

—E-F —E—=

Directors, chief executive and supervisors EE  THEHRES 2 2
Non-directors and non-supervisors FEENIEEEE 3 3
5 5

The emoluments of the directors (including chief executive
and supervisors) are disclosed in Note 9. The aggregate
of the emoluments in respect of the remaining highest paid

individuals are as follows:

E=ZFM(RRTRAREES) S RH
HOTRE  EBERSFMALINME

BT

2014
—E-mEF
RMB’000
ARBT T

2013
—E—=%F
RMB'O00
AREETTT

........................................................................................................................................................

Salaries and other emoluments
Discretionary bonuses
Retirement scheme contributions

¥re M EMET
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

10 INDIVIDUALS WITH HIGHEST EMOLUMENTS

(Continued)

The emoluments of the non-directors and non-supervisors
with the highest emoluments are within the following bands:

10

RESH WAL

&= 5 B A R B9 IEE = I FEEE B /Y i
SHEWT -

........................................................................................................................................................

HKD2,000,001 to HKD2,500,000
(RMB 1,585,001 to RMB1,981,000)

2,000,001&TE
2,500,000/ 7T

(AR¥1,585,001 02

AR¥1,981,0007T)

2014 2013
—E-F =4
3 3

1T PROFIT ATTRIBUTABLE TO EQUITY

SHAREHOLDERS OF THE COMPANY

The consolidated profits atiributable to equity shareholders
of the Company which have been dealt with in the financial
statements of the Company are as follows:

11

RRmEERTE ARERE

ERAR B M BHRRER N AR B
FAARGEHMBELT :

2014 2013
—E-lF —F=F
RMB’000 RMB’000
AR®TR ARETT
Amount of consolidated profits atfributable to AT EHRERFPEIIAL
equity shareholders dealt with in the RRNRERTTA ABED
Company's financial statements & GEAIE 405,001 434,249
Dividends from associates and joint ventures 55 B8 1 A BT B R 6 T AN P
attributable to the profits of the previous W ARFHEE KRB
financial year, approved and paid and BERRIREERREMN
payable during the year FORE AT &9 BA R A A 20,591 45,648
Company's profit for the year RRBAENH 425,592 479,897

Details of dividends paid and payable to equity
shareholders of the Company are sef out in Note 32(b).

FARENMEN T ARARREDFE AN
B2 IS E R M EES32(b) ©
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

12 EARNINGS PER SHARE

13

(a)

(b)

BASIC EARNINGS PER SHARE

The calculation of basic earnings per share is based
on the profit attributable to ordinary equity shareholders
of the Company of RMB466,344,000 (201 3:
RMB415,041,000) and the weighted average of
488,790,598 ordinary shares (2013: 479,592,598

shares) in issue during the year, calculated as follows:

12 BREF

(a) BEREFERT
BEREARNBNRENRARAE R
Pt FAE ARMER /F'ﬁ}\E’ﬁﬁ"f
466,344,000t (=T —=%F : A
E#¥415,041,0007) A RFAR
TITINREF D EAAR 488,790,598
B(ZE—Z=%F : 479,592,598%)
SHE - EREABNAENT ¢

Weighted average number of ordinary shares R 15 B R AR
2014 2013
—2-nmF —F=F
Issued ordinary shares af 1 January MR— B —HERTL@E& 479,592,598 479,592,598
Effect of new shares issued (Note 32(c)) BT IR 2 (M 5E32(c)) 9,198,000 -
Weighted average number of R+ A=+—Bm#E¥rH
ordinary shares at 31 December 38 AR A X 488,790,598 479,592,598

DILUTED EARNINGS PER SHARE

The Company did not have any potential dilutive shares
during both the current and prior years. Accordingly,
diluted earnings per share are the same as basic
earnings per share.

SEGMENT REPORTING

The Group manages its businesses by products. In a manner
consistent with the way in which information is reported
internally to the Group's most senior executive management
for the purposes of resource allocation and performance
assessment, the Group has presented the following two
reportable segments for the year. No operating segments
have been aggregated to form the following reportable
segments.

Optical fibres and optical fibre preform: this segment
produces optical fibres and optical fibre preforms
which are sold to external parties.

Optical fibre cables: this segment produces optical
fibre cables which are sold to external parties.

(b) SEREERF
RAFERAREEAR T TRE
EHERBERD - Bt - SRE
i 2P| S AR B AN B — B o

13 ZEBE|E

hu |

AN SE ] ﬂé%%ﬁ%% ERARD
BEER S EFEERAEMRAASE RS
@ﬁﬁaﬁFLﬁW%[ﬁ% B F
X NEBEHRUATRERSE DB o
EEFEMELE D IABKIATRE 5
B o

o tENOtHEITREE WO RAEEN
R HIRSE  WRARINH -

o RE 1

LA BPAEEE - AR
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

]3 SEGMENT REPORT'NG (Continued)

The Group combined other business activities that are not
reportable in “Others”. Revenue included in this category
is mainly from sales of equipment, raw materials and other
optical products.

(a) SEGMENT RESULTS
For the purposes of assessing segment performance
and allocating resources between segments, the
Group's senior executive management monitors the
results affributable to each reportable segment on the
following bases:

Revenue and expenses are allocated to the reportable
segments with reference to sales generated by
those segments and the expenses incurred by those
segments. The measure used for reporting segment
results is gross profit.

The Group's assets, liabilities, other operating
expenses, such as selling and administrative expenses,
finance income and finance costs, and share of results
of associates and joint ventures, are not measured
under individual segments. Accordingly, neither
information on segment assefs and liabilities nor
information concerning capital expenditure, interest
income and inferest expense efc is presented.

Information regarding the Group's reportable segments
as provided to the Group’s most senior executive
management for the purposes of resource allocation
and assessment of segment performance for the year is
set out below:

13

i)

ok

PR ()

ARE B E I RS 2 Hb A A [ E Al
251 o BED IR A E B RIFENHE R
B MR REMERER -

(a) HERE
RFEHBESE  ESBHHRE
B ARESKTHERBRAT
ERUG— (RS D BRI EE
(TR

WAMBRTDZ2ESMEDRESE
MR AMBEENRAS DA SRS
DES - ARNEERS D EF B S
BREM -

AEENEE - AfF HE=H
X HENRERER  MERA
MBEXAN  AREIEBEME &
REFRBEL RIZ @R D AT E -
- RENDBHEEMDREE
MEEAZH -~ FESBKAMAME X

REGAEESRSRITRERRER
{EETERD I E 5 R AT
AHENBENARBE R 2RO BHE
AT
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued

MEERME )
13 SEGMENT REPORTING (Continued) 13 ﬁ%ﬁ*&%f?ﬁ)
(a) SEGMENT RESULTS (Continued) (a) EBERE ()
Year ended 31 December 2014
BE-Z-MF+-A=1+—-HLEFE
Optical Optical
fibres and fibre
preform cables Others Total
kAR
kaERE *E Hit @gt
RMB'000 RMB'000 RMB'000 RMB'000
ARETRE AR¥TR AR®TR AR%TxR
Reportable segment revenue DN
Gross revenue from external customers  MEEE B UL A 3,197,335 1,989,433 457,021 5,643,789
Elimination of revenue relating to RABNTIERZ S
downstream transactions with N
joint ventures 32,317 - 676 32,993
Revenue from external customers HNBREIRA 3,229,652 1,989,433 457 697 5,676,782

Reportable segment profit (gross profit) #5738 (EH)
Segment profit before elimination of EHRERFEAID

unrealised profits DEFIE 815,727 173,908 72,616 1,062,251
Elimination of unrealised profits on HEEALATNATER

downstream transactions with &322 5 78

joint ventures 25,307 - - 25,307
Reportable segment profit (gross profit] #2258 (EF) 841,034 173,908 72,616 1,087,558
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

MBE R (5)
]3 SEGMENT REPORT'NG (Continued) 13 ﬁggﬁ%ﬂ#?
(Cl) SEGMENT RESULTS (Continved| (a) ZEBEE ()
Year ended 31 December 2013
BE-_T-—=F1+-A=1t—HItFE
Opical Opfical
fibres and fibre
preform cables Others Tofal
e HiE Hi a5t
RMB’000 RMB'000 RMB'000 RMB’000
ARETT ARETT ARETT ARETR
Reportable segment revenue |ESBRA
Gross revenue from external customers — SMIBE P A 2,772,317 1,817,625 287449 4,877,391
Elimination of revenue relating to RABNTIERR S
downstream transactions with WA
joint ventures (49,622) - (1,874) (51,49¢)
Revenue from external customers SEBREMA 2,722,695 1,817,625 285,575 4,825,895

Reportable segment profit (gross profit) k#5718 (£ H)
Segment profit before elimination of HEABR BRI

unrealised profits ARz IbE /81,918 212,403 61,183 1,055,504
Elimination of unrealised proﬂfs on HHESENFINAER

downstream transactions with B 32 5 F)E

joint ventures (37,722 = = (37.722)
Reportable segment profit (gross profit] k2 & 558 (EF) 744,196 212,403 61,183 1,017,782
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued

BB E R (5
] 3 SEGMENT REPORT'NG (Continued) 13 ﬁ%ﬁ*&%”ﬁ
(b) RECONCILIATIONS OF REPORTABLE (b) RESHBEBERMNASHFEOR
SEGMENT RESULTS TO CONSOLIDATED i :
PROFIT BEFORE TAXATION:
2014 2013
—ZT—F —EF—=F
RMB’000 RMB'000
AR®T ARET T
Segment results wEDEBES 1,087,558 1,017,782
Other revenue and net income E A YA R F M e 31,633 21,280
Selling expenses HEER (124,271) (109,758)
Administrafive expenses EIRE (441,173) (438,857)
Net finance costs FRIE AR (47,203) (38,774)
Share of results of associates and JE(EEEE N RIFA & A A
joint ventures 3 28,194 18,610
Consolidated profit before taxation A R ATFE 534,738 470,283
(c) GEOGRAPHICAL INFORMATION (c) WMEFR
The following table sets out information about the TREJNAEBEINE TP RAFH
geographical location of the Group's revenue from WEMEER - FPOMEUER
external customers. The geographical location of BREXNEROLERTE -

customers is based on the location at which the goods
are delivered.

2014 2013

—E-F —E—=F

RMB’000 RMB'000

ARET T ARBT T

Mainland China (place of domicile) R B K B (B AE D) 5,278,671 4,483,388
Others HAith 398,111 342,507

5,676,782 4,825,895

The geographical location of the Group's non-current AEEFRBDEETRNTE -
assefs is in the PRC.
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

B RSB RLBEE ()

14 PROPERTY, PLANT AND EQUIPMENT

14 Y% - BERRME

THE GROUP F5HE
Buildings  Machinery
and and Office Motor
structures  equipment  equipment vehicles Total
BFR
BEY #ERFE BORE B @st
RMB'OOO  RMB'O00  RMB'O00  RMB'O00  RMB'000
ARETT ARETT ARETT ARETE ARBTRL
Cost: B
At 1 January 2013 R-E—=%—H—H 240,502 1,592,727 65,592 8,732 1,907,553
Additions biccly 2,056 55,977 8,194 = 66,227
Transferred from construction  B7ERITIZE A
in progress 15286 132,215 10,574 - 158,075
Disposals HE (17,489) (24,629) (149) (54) 42,321)
At 31 December 2013 RZE—=F+_HA=+—H 240,355 1,756,290 84,211 8,678 2,089,534
At 1 January 2014 R=—ZE—WF—A—H 240,355 1,756,290 84,211 8,678 2,089,534
Additions by 2,239 27,462 6,443 139 36,283
Transferred from construction  BIFEETIZE A
in progress 8,762 34,109 836 - 43,707
Disposals HE = (19,303 (10,274) - (29,577)
At 31 December 2014 R-ZZE—W&E+-_A=+—H 251,356 1,798,558 81,216 8,817 2,139,947
Accumulated depreciation R ENRESR
and impairment losses:
At 1 January 2013 R-E—=%—H—H 121,543 1,035,370 34,603 2,648 1,194,164
Charge for the year REFHR 10,144 Q0,774 8,305 Q76 110,199
Written back on disposals RS (11,659)  (22,89¢) (149) (48)  (34,752)
At 31 December 2013 RZE—=F+=-H=+—H 120,028 1,103,248 42,759 3,576 1,269,611
At 1 January 2014 R-ZE—mFE—A—H 120,028 1,103,248 42,759 3,576 1,269,611
Charge for the year REFHE 10,083 92,903 9,689 Q73 113,648
Written back on disposals R ERED - (16,157) (9,685) - (25,842)
At 31 December 2014 RZZ—MOF+=-H=+—H 130,111 1,179,994 42,763 4,549 1,357,417
Net book value: BRTEFHE ¢
At 31 December 2013 RZE—=F+_HA=+—H 120,327 653,042 41,452 5,102 819,923
At 31 December 2014 RZE—mOF+=-HA=+—H 121,245 618,564 38,453 4,268 782,530
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NOTES TO THE FINANCIAL STATEMENTS (Coninued

B RSB RLBEE ()

]4 PROPERTY, PLANT AND EQU'PMENT (Continued)

14 Y% - BERRE @

THE COMPANY b AN
Buildings  Machinery
and and Office Motor
structures  equipment  equipment vehicles Total
BFR
BEY #ERRE HORE B @st
RMB'OOO  RMB'O0O  RMB'O00  RMB'O00  RMB'000
ARETT ARETT ARETT ARETE ARBTRL
Cost: B
At 1 January 2013 R-E—=%—H—H 240,502 1,592,727 65,592 8,732 1,907,553
Additions by 2,056 55,977 8,194 = 66,227
Transferred from construction  BFERITIZE A
in progress 15286 132,215 10,574 - 158,075
Disposals HE (17,489) (24,629) (149) (54) 42,321)
At 31 December 2013 RZE—=F+_A=+—H 240,355 1,756,290 84,211 8,678 2,089,534
At 1 January 2014 R-—ZE—WF—A—H 240,355 1,756,290 84,211 8,678 2,089,534
Additions biccly 2,239 27,340 5,541 139 35,259
Transferred from construction  BFEERTIZE A
in progress 8,762 34,109 836 - 43,707
Disposals HE - (21,031) (10,289 - (31,320]
At 31 December 2014 RZZ—mOF+=-H=+—H 251,356 1,796,708 80,299 8,817 2,137,180
Accumulated depreciation R ENRESRE
and impairment losses:
At 1 January 2013 R-ZE—=%—A—H 121,543 1,035,370 34,603 2,648 1,194,164
Charge for the year REFHR 10,144 Q0,774 8,305 Q76 110,199
Written back on disposals R EE D (11,659)  (22,89¢) (149) (48)  (34,752)
At 31 December 2013 RZE—=F+=-H=+—H 120,028 1,103,248 42,759 3,576 1,269,611
At 1 January 2014 R-ZE—mFE—A—H 120,028 1,103,248 42,759 3,576 1,269,611
Charge for the year REFHE 10,083 Q2,744 9,602 973 113,402
Written back on disposals RS - (16,2006) (9,687) - (25,893
At 31 December 2014 RZE—MOF+=-H=+—H 130,111 1,179,786 42,674 4,549 1,357,120
Net book value: BRTEFHE ¢
At 31 December 2013 RZE2—=F+_A=+—H 120,327 653,042 41,452 5,102 819,923
At 31 December 2014 RZE—mOF+=-HA=+—H 121,245 616,922 37,625 4,268 780,060
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued

MBERME )

]4 PROPERTY, PLANT AND EQU'PMENT (Continued)

Notes:

(i)  The Group’s and the Company's property, plant and equipment are (i)

all located in the PRC.

[i) The Group and the Company leased out certain properties (ii)
under operating leases. The aggregate nef book value of these
assefs which leased out by the Group and the Company as
at 31 December 2014 amounted to RMB6,467,000 (201 3:

RMB6,853,000).

HE -

6,853,0007T) °

14 Y% BERRKE®

AEBEEARFBNYE « BFERKBHLR

AEBEHERRNFNEEHEFALEHETY
¥ -R-_T-—NWE+-_A=+—H8 ' &x&
BEAARMEEAEENRE FERER
AR¥EE6,467,000t(ZF—=4F : AR%

15 CONSTRUCTION IN PROGRESS 15 B2TRE
THE GROUP s£mE
2014 2013
—2-mF —F=F
RMB’000 RMB'000
ARBFT ARETTT
At 1 January m—H—H 40,030 151,466
Additions 0 97,565 46,639
Transferred to property, plant and equipment EAYE - BB RRE (43,707) (158,075)
At 31 December R+=—A=+—H 93,888 40,030
THE COMPANY b 3/
2014 2013
— ik —T=F
RMB’000 RMB'000
AR®TR ARETT
At 1 January R—H—H 40,030 151,466
Additions N 85,018 46,639
Transferred to property, plant and equipment EAME - BERRE (43,707) (158,075
At 31 December W+—_A=+—H 81,341 40,030

16 INTANGIBLE ASSETS

In 2014, EverPro Technologies Company Limited, a
subsidiary of the Group, acquired certain patents for

RMB151,019,000 from one of its non-controlling equity

owners, VIA Labs, Inc.

16 BILEE

R-ZE—NE  AEENHERAK
TER(RZ)MRERAAKE —X
FEBREREFEA BABBEETR

MARRA  BETHOBEARE
151,019,000 #) Z | #521ff
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

17 LEASE PREPAYMENTS

18

lease prepayments comprise inferests in leasehold land held
for own use under operating leases located in the PRC as
follows:

THE GROUP AND THE COMPANY

17 HERNE

HERNFARREELEHER NHIER

........................................................................................................................................................

Land use rights held under medium-term leases

T EIR E RS A M L

AMERREE iR - 25T ¢
FEERFAF
2014 2013
—2-nmF —F=F
RMB’000 RMB'000
AR®T T AREBTT
117,788 12,838

The Group was in the process of applying for the title
certificate of certain land use rights with total carrying
amount of RMB105,278,000 as at 31 December 2014.
After the end of the reporting period, the Group has
obtained the land use right certificates for two parcels of
land with total carrying amount of RMB71,599,000. The
directors are of the opinion that the Group is entitled to
lawfully and validly occupy or use the above mentioned

land.
INVESTMENT IN SUBSIDIARIES

THE COMPANY

18

R-Z—MOFE+-_A=+—0 ~&E
= Bt AREE A AR 105,278,0007T
BE T L e s i R - MRS
HIRR - AEREIME T MEKREERA
R#¥71,599,000 7T 1+ i#h & 1+ b {5 f3 #
EoBEERR AEEAERAERAX
IERSER bt

........................................................................................................................................................

Unlisted shares, at cost

FEEMRA - ARAETE

REBARRE
34
2014 2013
—E-mEF —F—=F
RMB’000 RMB'000
AR®TR ARBTT
225,063 63
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NOTES TO THE FINANCIAL STATEMENTS (Coninued

MBERME )

]8 |NVESTMENT |N SUBS'D'AR'ES (Continued)

The particulars of the Company’s subsidiaries at 31
December 2014 are set out below:

Name of company

ARER

Place and date of
incorporation/
establishment
&M/

Bt 26 F B 5

Issued/ registered
and paid-up capital
ER1T/
AMMAEER

18 RME D ERE ()

R-_ZE—WNEFE+-_A=+—8 &~&EE
BB AR EFIBHIRIT ¢

Proportion of
ownership inferest

Principal activities

FEEY

....................................................................................................................................................

Yangtze Optical Fibre

and Cable
Company

(Hong Kong) Limited

RRALE(FR)
BRAR

EverPro Technologies
Company Limited
(Nofe ii)

RO (B2 )RR
BRA) (L)

EverProsper Technologies

Company Limited
T (BB )RR
AR

Notes:

Hong Kong
17 July 2013

B8
—T-=F
+A++tH

PRC
Q December 2013

Hong Kong
6 June 2014
B
—E-F
NARH

HKD80,000

780,000

RMB325,000,000

AE#325,000,000

RMB6,800,000

AE#6,800,000

(i)  The English translation of the name is for identification only. The
official name of this entity is in Chinese.

lil  EverPro Technologies Company Llimited was registered as a
sinoforeign equity joint venture enterprise under the law of the
People’s Republic of China.

(iii)  The Group does not have material non-controlling interest during both
the current and prior years.

FEE#ER L
Group's Held
effective by the

interest  Company

AEEH  BHEDTH
AXER 2]
100.00%  100.00%
100.00%  100.00%
69.23%  69.23%
69.23%  69.23%
69.23% ~
69.23% =
B

FEMHES

Production and sales of
optical fibres, optical
fibre cables and
related products

KB EREEE TR
HERHE

Trading of raw materials

FEMHES

() HEXABEHRBS - ZEEEEBEAT

(i) EERGUE)MXRERATDDIBREFEAR
HMBEEEMZPIEEEERT

(iii)  ANEREERNFE K AR FE A M\ E AR IFE

Ptz -
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NOTES TO THE FINANCIAL STATEMENTS (Coninued

B ERIMEE ()
19 INTEREST IN ASSOCIATES 19 REEE ARIRER
THE GROUP EE£E
2014 2013
—2-NF —E-=F
RMB’000 RMB'000
ARBTT ARETT
Share of net assets B EEE 28,712 29,733
THE COMPANY b 3/
2014 2013
—E-0F —F—=F
RMB’000 RMB'O00
AR®TR ARBTFT
Unlisted shares, at cost JEETRRA - AR ANGTE 28,866 28,866
The following list contains the particulars of associates, all RZE—ME+=-_A=+—H8 £4£H
of which are unlisted corporate entities, at 31 December 2 RAMFIBIIRNT - BLERFY
2014: RIELETAF :
Place of
establishment Registered and Proportion of
Name of company and business paid-up capital  ownership inferest Principal activities
B K& [=EEaE
NRER R BRERFE ek 33 At TERH
Group's Held
effective by the
interest  Company
AEEH  BARF
BRER 22
NK Wuhan Cable Co., ltd. PRC USD12,000,000  20.00%  20.00%  Production and sales of
cables and related
products
RELINEERRAF s %712,000,000  20.00%  20.00% AERBEEEERIEH
Em
Wouhan Yunjingfei Optical PRC RMB45,000,000  20.00%  20.00%  Production and sales of
Fibre Material Co., lid. high purity germanium
tefrachloride for the
optical fibres
FUEE BRNMIR & AE#45000,000 20.00% 20.00% HREAENSH#ENE
N EMHE
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

19 INTEREST IN ASSOCIATES (Continved) 19 REEE ARIERE )
Nofes: B EE
(i)  The English translation of the names is for identification only. The ) HEXEBEHREBR  ZSCELATEZBAF
official names of these entities are in Chinese. 3 e
(i) All of the above associates are accounted for using the equity method (i) MBS RRISRERACAR HUBRE -

in the consolidated financial statements.

i) None of the above associates is regarded as individually material. (i) EdBEARBTERAMBAEK - @E5IT
The following fable sefs out the aggregate financial information of EABERANEENAEMEZ5MT

these individually immaterial associates:

2014 2013
—2-F —T—=fF
RMB’000 RMB'000
ARBTF T AREFT
Aggregate amounts of the Group's share RE BB E R B
of those associates: P
Loss from continuing operations FECEEANERE (1,021) (2,750]
Total comprehensive income Rl g (1,021) (2,750
20 INTEREST IN JOINT VENTURES 20 REEQFIER

THE GROUP EH
2014 2013
—E-E —ET—=F
RMB’000 RMB'000
ARBET T ARBFT
Share of net assets 5 REE 640,605 606,676
Goodwill [EES 18,528 18,528
659,133 625,204
Less: impairment loss B OREEE (4,130) (4,130)
655,003 621,074

THE COMPANY ¥ /N
2014 2013
—E-mEF —T—=F
RMB’000 RMB'000
ARBTT ARETT
Unlisted shares, at cost FEETIRA - AR HE 474,295 474,295
less: impairment loss R OB EEE (4,130) (4,130)

470,165 470,165
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NOTES TO THE FINANCIAL STATEMENTS (Coninued

PMBERME

20 |NTEREST |N JOlNT VENTURES (Continued)

The following list contains the particulars of joint ventures,
all of which are unlisted corporate entities, at 31 December

2014:

Name of company

ARER

Proportion of
ownership inferest

Principal activities

FEER

.......................................................................................................................................................

Yangtze Optical Fibre and
Cable (Shanghai) Co., lid.

(Note iii)
RRAENE(LE)BRAT]
(PR 5T

Yangtze Zhongli Optical Fibre
and Cable (Jiangsu) Co., lid.
(Note iii)

TR R F
AR AR (M)

Yangtze Optical Fibre and
Cable Sichuan Co., lid.
(Note iii)

RARASAEM)IBR A
GE

Tianjin YOFC XMKJ Optical
Communications Co., Lid.

REERERIBEERLA

Yangtze (Wuhan) Optical
System Co., lid.

RR(EUR )L RERD
BRAR]

Shantou Hi-Tech Zone Ao Xing
Optical Communication
Equipment Co., Lid.

WESHBRRE BERRE
AR

Place of

establishment Registered and
and business paid-up capital
B & [EEEaE
eS8k BRELHE
PRC uSD12,000,000
B %7112,000,000
PRC RMB92,880,000
B AK#92,880,000
PRC RMB53,800,000
B AK#53,800,000
PRC RMB220,000,000
s AK#220,000,000
PRC RMB47,500,000
S AK#47,500,000
PRC RMB170,558,817
I AK#170,558,817

FEE#ER L
Group’s  Held by
effective the

interest  Company

AEEH  HEDT
BRER 22
75.00%  75.00%
75.00%  75.00%
51.00%  51.00%
51.00%  51.00%
51.00%  51.00%
51.00%  51.00%
49.00%  49.00%
49.00%  49.00%
46.32%  46.32%
46.32%  46.32%
42.42%  42.42%
42.42%  42.42%
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Production and sales of
optical fibre cables

EERBENLE

Production and sales of
optical fibre cables

EERBENLE

Production and sales of
optical fibre cables

EERBENLE

Production and sales of
optical fibres

EEREEH

Production and sales of
optical devices and
related products

EERHERSHMR
MR EmR

Production and sales of
optical fibre cables

EEREENE



NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

20 |NTEREST |N JO'NT VENTURES (Continued) 20 mé%ﬁ_ %w (48)

alj

Bl

Place of
establishment
and business

Proportion of
ownership interest

Registered and

Name of company paid-up capital Principal activities

B K [EEEaE
NRER ESE 3k BREXFHE FEE#ER L TERYG
Group’s  Held by
effective the
interest ~ Company
AEEH AEXRTF
BRER 2]
Shenzhen SDCI Optical Fibre  PRC RMB206,518,320  35.36%  35.36%  Production and sales of
Co., lid. precise optical fibres
AEEEAARBER DA I AR#®206,518,320  3536%  35.36% HAEREENH
Tianjin YOFC XMK] Optical PRC RMB100,000,000  20.00%  20.00%  Production and sales of
Cable Co., lid. optical fibre cables
RERREBEABEERATR S AR®100,000,000 20.00%  20.00% AERHEEHXE
Wuhan Guangyuan Electronic ~ PRC RMB5,000,000  20.00%  20.00%  Products and sales of
Technology Co., Lid. precise mould and
electronic devices
REXRETRRBRAA H AK®5,000000 20.00% 20.00% HERBEEREEAR
BfEm
Notes: BEE

(i)

(i)

(iii)

(iv)

The English translation of the names is for identification only. The
official names of these entities are in Chinese.

All of the above joint ventures are accounted for using the equity
method in the consolidated financial statements.

Pursuant to the Articles of Association of Yangtze Optical Fibre and
Cable (Shanghai) Co., Llid. ("YOFC Shanghai”), Yangtze Zhongli
Optical Fibre and Cable (Jiangsu) Co., lid. ("YOFC Jiangsu”)
and Yangtze Optical Fibre and Cable Sichuan Co., lid. ("YOFC
Sichuan”), unanimous consent of all invesfors is required for decisions
of the entities’ financing and operating activities. Accordingly, the
Company has joint control over these entities and investments in
YOFC Shanghai, YOFC Jiangsu and YOFC Sichuan are accounted

for in the consolidated financial statements under the equity method.

The Group sold optical fibre preforms and optfical fibres to certain
joint ventures for the production of optical fibres and optical fibre
cables. In addition, the Group also purchased optical fibres and
optical fibre cables from cerfain joint ventures. Further details of
fransactions with joint ventures are disclosed in Note 36.

(ii)

(iii)

(iv)

KX ELHERBT - ZECREERBRAT
7o

LA E ARG RER AT A G HRE®REK o

BERRAEXE(LE)ERAR(TRERL
B IHRERTFAAEAEERAF (&
FoLE ) RERCELHEMIBERAB (&
RN DB RBERABA - HEPEREER
RAKGERKREELE —BEAEBEE - At -
ARARAMEEEHRZEHNZEZERE B
RRLEE  REOTHRRRD)I R ERE
AT A G FHABIHEK -

AEE R A E R EHE S BTARE R
BRANEXEMLENEE - R A5H
TRBOEERARBEABILE - BHEE
RABBAR ZHBERHIE36027] -
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

20 INTEREST IN JOINT VENTURES (Continved)

20 REERQRIRERE W

(v  Summarised financial information of the Group’s material joint V) AEBEZELRANELFBEIRES

ventures and reconciliation to the carrying amounts in the
consolidated financial statements are as follows:

150 Yangtze Optical Fibre and Cable Joint Stock Limited Company R4 &A% (5 B R A 7

BFEA T HRER P O R TE (B 5

FIER

(o)  Yangtze Optical Fibre and Cable (Shanghai) Co., Lid. la) ERAELE(ES)ERAF
2014 2013
—E-lmEFE —ET—=
RMB’000 RMB'000
AR®T R AR FIT
Gross amounts wazE
Current assefs BB E 332,309 308,042
Non-current assets IEREEE 86,023 91,014
Current liabilities mEaE (173,167) (171,280)
Non-current liabilities EmEasE (315) (420)
Equity g 244,850 227,356
Included in the above assefs and liabilities: BRI EERBE :
Cash and cash equivalents e RIBESZEEY 18,005 36,082
Current financial liabilities (excluding trade BN A A & (T EIEEMRR
and other payables and provisions) A0 EL fth A< SRR ) - (50,000]
Revenue WA 544,877 584,113
Profit from continuing operations 1B AR 28,855 25912
Total comprehensive income RA WS R EE 28,855 25,912
Dividend received BRI 7,466 -
Included in the above profit: BER A
Depreciafion and amortisation e K 5 (10,603) (10,897)
Interest income FEU A 237 182
Interest expense MEEM (783) (733)
Income tax expense FriS itz (5,073) (4,655]
Reconciled to the Group’s interest in AEEHEE N TRESE
joint venture 2 e
Gross amounts of net assets FEEMETE 244,850 227,356
Group's effective interest REE A BIER 75.00% 75.00%
Group's share of net assets AEEEEFEE 183,638 170,517
Elimination of unrealised profits on B2 5 FTE £ R B IRFEIEE
downstream transactions (9,470) (10,711)
Carrying amount in the consolidated RE I 7% Rk A AR EE
financial statements 174,168 159,806




NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

20 |NTEREST |N JOlNT VENTURES (Continued) 20 mé%ﬁﬁ]%ﬁ‘;

(v  Summarised financial information of the Group’s material joint V) AEBEZALERANELYBEIRES
ventures and reconciliation to the carrying amounts in the HEBHRRPOREERAL 25T (F) :
consolidated financial statements are as follows (Continued):

(b)  Yangtze Zhongli Optical Fibre and Cable (Jiangsu) Co., Lid. b) SIERRBF KM HKEGRAR
2014 2013
—E-lmEFE —ET—=
RMB’000 RMB'O00
AR®T R AREFIT
Gross amounts wazE
Current assets RENEE 503,513 404,072
Non-current assets IEREEE 36,761 37,883
Current liabilities mEaE (307,302) (227,380)
Equity T 232,972 214,575
Included in the above assets and liabilities: B8R EMEERBE :
Cash and cash equivalents e RBEEZEEY 50,933 26,585
Current financial liabilities (excluding trade BN & B A & (T ERIEERERR
and other payables and provisions| AL fth <P SRR A ) (52,000) (18,000)
Revenue WA 565,745 472,324
Profit from continuing operations BT 33,402 30,010
Total comprehensive income REe Uz s 33,402 30,010
Dividend received EASBF 5,938 -
Included in the above profit: BEN FFE
Depreciation and amortisation I NG E (4,510) (4,600)
Interest income FE YA 718 Q64
Interest expense FEEH (2,117) (728)
Income tax expense FriSfiZ (5,991) (5,800)
Reconciled to the Group’s interest in AEEHSEATES
joint venture Z FE
Gross amounts of net assets REEMT 232,972 214,575
Group's effective interest NEBARRER 51.00% 51.00%
Group's share of net assets NEBELFEE 118,816 109,433
Elimination of unrealised profits on BT 22 25 P E A AR B 2R A R
downstream transactions (8,245) (9,363)
Carrying amount in the consolidated R PR R e R E B
financial statements 110,571 100,070
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

20 INTEREST IN JOINT VENTURES (Continved)

(v

Summarised financial information of the Group's material joint
ventures and reconciliation to the carrying amounts in the
consolidated financial statements are as follows (Continued):

(c)

20 REERQRIRERE W

v AEEEZEERFANELVBELSERES

BFEA T HRER P O R TE (B 5

AT (48) :

Tianjin YOFC XMK] Optical Communications Co., Lid. ) FEERESHELAEEEAT
2014 2013
—E-NF —T—=F
RMB’000 RMB'000
AR%T R ARET T
Gross amounts Pk
Current assets mENEE 254,993 304,439
Non-current assets IEREEE 491,410 536,318
Current liabilities mEaE (374,034) (330,488
Non-current liabilities ERBAG (118,382) (223,598
Equity s 253,987 286,671
Included in the above assets and liabilities: BER ELMEERBE :
Cash and cash equivalents e RBEZEY 12,694 33,091
Current financial liabilities (excluding trade 7B &R A B (TR IEERERR
and other payables and provisions) AN EL At B FRANER) (242,666) (207,066)
Non-current financial liabilities (excluding ERHEpaE(TeIEEMNER
trade and other payables and provisions) A EL fth & A< RN 245 ) (112,834) (217,300)
Revenue WA 526,014 515,348
Loss from continuing operations FHE K (32,684) (28,113)
Total comprehensive income e e (32,684) (28,113)
Dividend received BRI - -
Included in the above loss: BEREMEX :
Depreciafion and amortisation e K 5 (42,667) (36,403)
Interest income FEUA 1,045 487
Interest expense SN N (18,728) (12,214)
Income tax expense FriS itz (6,197) 6,197
Reconciled to the Group’s interest in AEEYHEE N FES
joint venture 2 e
Gross amounts of net assets FEEMT 253,987 286,671
Group's effective interest REE A BIER 49.00% 49.00%
Group's share of net assets AEEEEFEE 124,454 140,469
Elimination of unrealised profits on B2 5 FTE £ R B IRFEIEE
downstream transactions (8,536) (28,202)
Carrying amount in the consolidated RE I 7% Rk AR EE
financial statements 115,918 112,267
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

20 INTEREST IN JOINT VENTURES (Continued)
(vi)

20 REELAIEREw

AEBERTERNE E R RN B E R 2

The aggregate financial information, of other individually immaterial (vi)
joint ventures, is as follows: B2 ¢
2014 2013
—E-mEF =T =4
RMB’000 RMB'000
AR®TT ARKETT
Aggregate carrying amount of individually AU RE R ERTEKR
immaterial joint ventures in the consolidafed HENRNEREEER
financial statements 254,346 248,931
Aggregate amounts of the Group's share of REBEEZEGENRANE
those joint ventures’ HARRR
Profit from continuing operations 518 (T 6,554 478
Total comprehensive income fRE Wi EE 6,554 478
(vii) Change in the Group’s ownership interests in the joint ventures: (vii] AEEREE QRN ERE(CFERZIM
T

In 2013, the other joint venture partner of Shenzhen
SDGI Optical Fibre Co., ltd. (“Shenzhen SDGI’) injected
additional capital of RMB57,504,000 info Shenzhen SDGI.
Accordingly, the Group's equity interest in Shenzhen SDGI was
decreased from 49.00% to 35.36%.

In 2013, the Group's equity interest in Yangtze [Wuhan)
Optical System Co., ltd. ("YOSC") was increased from
44.00% to 46.32% as a result of share reduction by certain
individual shareholders of YOSC.

In 2013, the Group disposed of a joint venture, being
20.00% equity interest in Tianmen XinRun Woodwork Co.,
ltd. (“Tianmen XinRun"), to the other joint venture partner of
Tianmen XinRun, for a cash consideration of RMB1,240,000.
As a result, the Group recognised a gain on disposal of a joint
venture of RMB230,000 during the year ended 31 December
2013.

R-ZZ—=%F RISHEARMER
RAFRIFE DS —TBRERAAR
#57,504,000TCEITIZE A& -
AE BRI 45 3 B0 25 1 49.00% %
DE35.36% °

R-Z—=%F  ARR(EUE)ARSE
RAB(TRRAEERDBERR - A%
B R R AR RS 2t B 44.00% 5 0
£46.32% °

RZZE—=F AEEBREERA
AT ERREHRER AR (X
FI{= 8 1) #9 20.00% # 25 A A R ¥
1,240,000TCHEFE S —AERR -
g AEBERBEE—T—=F1+=
A=+ —RLFERREERRRER

= AR#230,0007T °

Annual Report &3k 2014 153



NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

21 OTHER NON-CURRENT ASSETS 21 HitbERBEE

THE GROUP EHE
2014 2013
—2-nmF —T=fF
RMB’000 RMB'000
ARBTT ARETT
Availableforsale equity securifies AHEERAES
— Unlisted -3 Em 28,805 28,805
— listed outside Hong Kong (Note 34(el(i)) — EH LN E T (FEE34(e)l]) 55,109 32,461
83,914 61,266
Prepayments for property, plant and equipment, — FEfI#72 - R K& -
intangible assets and lease prepayment B AEENESEBENIR 40,396 95,023
124,310 156,289
THE COMPANY b XA
2014 2013
—F-DF —T=F
RMB’000 RMB’000
AR®TR ARETT
Available-forsale equity securities A ERARE S
— Unlisted -3 Em 28,805 28,805
— listed outside Hong Kong (Note 34(e|(i)) — BN LT (FFE34(e)(i) 55,109 32,461
83,914 61,266
Prepayments for property, plant and equipment AR - B KRN
and lease prepayment HEANFIA 28,759 27,523
112,673 88,789
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

22 INVENTORIES 22 7€

(a) INVENTORIES IN THE STATEMENT OF

(b)

FINANCIAL POSITION COMPRISE:

(a) EHMBERARPHEFERESE :

The Group AEM
2014 2013
—ZT—F —EF—=F
RMB’000 RMB'000
AR®T ARET T
Raw materials and spare parts R B AT 380,790 371,025
Work in progress HED 64,704 72,261
Finished goods B 251,967 278,017
697,461 /21,303

The Company A F
2014 2013
—E-DF —T=F
RMB’000 RMB’000
ARET T ARBT T
Raw materials and spare parts JE AR F 5 14 377,439 371,025
Work in progress FE M 64,691 72,261
Finished goods EXm 254,935 278,017
697,065 /21,303

THE ANALYSIS OF THE AMOUNT OF INVENTORIES

(b) ZEREPHREBANEFEFRETMN

RECOGNISED AS AN EXPENSE AND INCLUDED IN FIWMT -
PROFIT OR LOSS IS AS FOLLOWS:

2014 2013
—E-OF —T—=F
RMB’000 RMB’000
AR¥T R ARETTT
Carrying amount of inventories sold EXTFEMERIER 4,589,224 3,808,113
Write-down of inventories FERE 16,328 19,203
4,605,552 3,827,316
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)

B RSB RLBEE ()

23 TRADE AND BILLS RECEIVABLES

23 BUERRKRE

THE GROUP SEE
2014 2013
—E-mEF =
RMB’000 RMB'0O00
AR%T T AREFIT

Trade receivables JE U BR X

— related parties - BBt 212,867 166,338
— third parties - =] 1,281,985 1,224,919
Bills receivable PRI E 264,458 136,324
Less: allowance for doubtful debts B REREE R (14,192) (18,994)
1,745,118 1,508,587

THE COMPANY b, |
2014 2013
—E—{F =%
RMB’000 RMB'O00
AR¥T T AREETTT

Trade receivables FEUTBR TR

— related parties — FEg 212,867 166,338
— third parties -8=5 1,275,844 1,224,919
Bills receivable FEU = 264,458 136,324
Less: allowance for doubtful debts B REREAE (14,192) (18,994)
1,738,977 1,508,587

All of the trade and bills receivables are expected to be

recovered within one year.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

23 TRADE AND BILLS RECEIVABLES (continued) 23 EWRFIREE»)

(a) AGEING ANALYSIS (a) REED R
The ageing analysis of frade and bills receivables, AREBEANRNFIRERHOEYR
based on the invoice date and net of allowance for RREE (IR RERE) 2Rk D

doubtful debts, of the Group and the Company is as DB UNNE
follows:
The Group AEE
2014 2013
—E—F ZE—=F
RMB’000 RMB’000
AR®T T ARET T
Within 3 months =@ABA 929,542 875,279
3 to 6 months =@A=~NEA 239,966 254,072
6 months to 1 year NEAZE—F 270,018 179,001
1 to 2 years —Z2MF 234,010 167,865
2 to 3 years ME=5F 66,523 29,637
Over 3 years =FUE 5,059 2,733
1,745,118 1,508,587
The Company A
2014 2013
—E-mEF —E—=F
RMB’000 RMB’'000
ARET T ARBT T
Within 3 months =@AA 923,415 875,279
3 to 6 months =EA=EA 239,966 254,072
6 months to 1 year NERAE—4F 270,004 179,001
1 to 2 years —EWF 234,010 167,865
2 to 3 years ME =4 66,523 29,637
Over 3 years =FLAE 5,059 2,733
1,738,977 1,508,587
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

23 TRADE AND BILLS RECEIVABLES (Coninued)

(a)

(b)

AGEING ANALYSIS (Continued)

During the year ended 31 December 2014 and
2013, the Group's customers included three state-
owned telecommunication network operators (the
"State-owned Telecommunication Operators”),
other independent third parties and certain joint
ventures. The Group generally required the State-
owned Telecommunication Operators to make 70%-
80% payment upon delivery of goods and pay the
remaining balance in one year. In addition, the Group
granted credit periods of 30 to 90 days fo those long
standing third party customers with good payment
history and the joint ventures. The credit period of
individual customers is considered on a case-by-case
basis and set out in the sales confracts, as appropriate.
Normally, the Group does not obtain collateral from
customers.

IMPAIRMENT OF TRADE AND BILLS
RECEIVABLES

Impairment losses in respect of trade and bills
receivables are recorded using an allowance account
unless the Group is safisfied that recovery of the amount
is remote, in which case the impairment loss is written
off against trade and bills receivables directly (see

Note 2(j)i)).

The movement in the allowance for doubtful debts
during the year, including both specific and collective
loss components, is as follows:

23 BUERRKRRERR @

(a)

(b)

RS2
HE_Z—NOFRER-_T—=F+=
A=+—BLFE AEEHNEP
BE=ZEEEAZER([HEE
MEER])  HMBYFE=FME
TE&ERA - AEE—REXKRHAE
B ER R E &Y 70%-
80% &R I £ — F A AT E &4 20
Do Ak AEBRRBASETA
BRI NRENE=FEFRE
ENAIERTFI0OEQOARMIEZAE -
BREFHERRHEREETR
HESRTIEEGZR - AEEAT
TEREFKEERY -

FEMGRE =% B R i A0 st {6

FEU R B S R AR E B 1B ET A%
B - BRIEAKRER SKEFIEN
AJREERmRIE - UL T - REE
ERERPRERERRER(2
SHEE2()(0) -

B4 PR B s (BRI A BE BRI 56)
MBI

The Group and the Company EEEREAT
2014 2013
—ZT—F —E—=F
RMB’000 RMB’000
AR®T T ARET T
At 1 January n—H—H 18,994 22,765
Impairment loss recognised REVRIERE 8,759 9,269
Amounts written back AR ST (13,561) (12,886)
Uncollectible amounts written off AW B FRIE S 8 - (154)
At 31 December Rt+t=-—A=+—H 14,192 18,994
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

23 TRADE AND BILLS RECEIVABLES (Coniinued)

(b) IMPAIRMENT OF TRADE AND BILLS

()

RECEIVABLES (Continued)

At 31 December 2014, the Group's and the
Company’s trade and bills receivables that were
individually determined to be impaired amounted
to RMB16,372,000 (2013: RMB7,218,000). The
individually impaired receivables related to customers
that were in financial difficulties and management
assessed that only a portion of the receivables is
expected to be recovered. Consequently, specific

allowances for doubtful debts of RMB6,054,000
(2013: RMB4,240,000) were recognised.

TRADE AND BILLS RECEIVABLES THAT ARE
NOT IMPAIRED

The ageing analysis of the Group's and the Company's
trade and bills receivables that are neither individually
nor collectively considered to be impaired are as
follows:

23 BUWERRRERE®

(b) BUIERRRERRE )

()

RZE—NEF+=_A=+—8 -
AEBEAQARBERFEEEE
BENEREFRREEEARE
16,372,000 T(ZE— =4 : A
R#¥7.218,0007C)  # &R E
BERBERNEREER T ERFEY
KRENEFEEEEBIERA
HEWZREETES S WD -
It SRR EBREARE
6,054,000t(ZFEE—=F : AR
#4.240,0007T) °

i R (E A FE U AR =R B TR i
2N 8= B B AN 2 ) 8 s N 4B ] l) A0 B

B8 70 1 40 L B 20 0 SRR B AR 5 1
m -

The Group AEME
2014 2013
—2-nmF —F—=F
RMB’000 RMB'000
AR®TR ARETT
Neither past due nor impaired REAR 8 B TR (E 1,112,321 923,897
Less than 3 months past due BH=EARA 287,631 320,525
3 to 6 months past due wHEI= 2 75{E A 130,897 107,592
6 months to 1 year past due BENEAZE—F 120,383 93,070
1 to 2 years past due BH—ERE 75,935 60,525
2 to 3 years past due BEAME = F 7,633 -
622,479 581,712

1,734,800 1,505,609
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

23 TRADE AND B”.LS RECE'VABLES (Continued)

(c) TRADE AND BILLS RECEIVABLES THAT ARE
NOT IMPAIRED (Continued)

23 BUWRRKRRE @

(c) Mk BEOMMIRTRR T )

The Company PN
2014 2013
—2-nmF —F=F
RMB’000 RMB’000
AR®TR ARETT
Neither past due nor impaired BEARE BTN ER (A 1,106,180 923,897
Less than 3 months past due BH=EARA 287,631 320,525
3 to 6 months past due BHEI=Z75E A 130,897 107,592
6 months to 1 year past due BENEAZE—F 120,383 93,070
1 to 2 years past due BH—ERE 75,935 60,525
2 to 3 years past due BEAME = F 7,633 -
622,479 581,712

1,728,659 1,505,609

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

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

EARBHTERERURRERSZ R
HE > REEPRILRBENESL -

BB MERHEREN B YIRS RS
EAEEBRIFABERENBLE
F - REAELER  EEERS/HENE
EEETHFEEAZL B EBSRERR
REANZERE - AR ESHRERA
FHEREZER °
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

24 DEPOSITS, PREPAYMENTS AND OTHER 24 BT > FAAREAEREAERRE

RECEIVABLES
THE GROUP F5KHE
2014 2013
—E—MmF ZE—=F
RMB’000 RMB'000
AR®T ARET T
Prepayments for raw materials BREE R R B0 TR 3R 13,605 14,711
Amounts due from related parties JRE 5 A Bt 75 TR 6,306 18,034
Value-added tax recoverable I ETIR 27,290 16,320
Dividends receivables il
— associate - BtE A E - 2,400
— joint ventures — S2N\F] 39,602 41,052
Net receivables under factoring arrangement RIBZHET U F R
(Note 33) (B¥s£E33) 45,728 50,917
Deposits By geia 7,974 5,042
Others Hib 12,025 7491
152,530 156,867
THE COMPANY ENT
2014 2013
—E-mF —T-=F
RMB’000 RMB'000
ARET T ARBT T
Prepayments for raw materials BRI R R TR 3R 12,327 14,711
Amounts due from related parties JE L A EE 75 TRIE
— subsidiaries NG 1,649 69,053
— other related parties — EL b BB 6,306 18,034
Value-added tax recoverable RN ERIA 16,419 16,320
Dividends receivables FEM AR
— associate /NG - 2,400
— joint ventures =G 39,602 41,052
Net receivables under factoring arrangement RIBLZHET EUOFEEE
(Note 33) (BF5E33) 45,728 50,917
Deposits e 7,974 5,942
Others Hih 10,402 7,491
140,407 225,920
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

24 DEPOSITS, PREPAYMENTS AND OTHER 24
RECEIVABLES (Continued)

As at 31 December 2014, the amount due from a
subsidiary of RMB1,300,000 (2013: RMB68,700,000)
was unsecured and bearing inferest at 4.5% per annum. The

balance was fully repaid in March 2015.

Amounts due from other related parties are unsecured,
interest free and have no fixed terms of repayment.

25 OTHER FINANCIAL ASSETS 25
THE GROUP
Availableforsale debt securities Al E BB S
— unlisted (Note 34(e](i)) — FE LT (BIEE34(e)li)

BE  ANFREREMERRE

(48 )

RZTE-—HF+-_A=1t—0 B~
KK AR ARKT,300,000L(=F
—=%: AR#%68,700,0007T ) #y5KIA
REER - FERDBEFL5% BN
—T-hF=AEEXHEE-

FEME M BARE D RIB R EER - 2ER

Hibem&EE
AEH
2014 2013
—E—-F —E—=4F
RMB’000 RMB'0O00
AR® T AREFIT
5,840 -

In 2014, the Group purchased wealth management
products amounting to RMB397,200,000 from certain
stated-owned or listed commercial banks in the PRC, of
which RMB391,360,000 matured before 31 December
2014. As at 31 December 2014, the Group's available-

for-sale debt securities were neither past due nor impaired.

—E-OE AEEEETHEE
EALETRERTBEREARS
397,200,000t H BBt Em » AR AR
#391,360,000TER —T—HF+=
A=+—Br2H BE_FT-MOF
TZA=+t—H  AEENAHEERS
BREsYEBHERE -

162 Yangtze Optical Fibre and Cable Joint Stock Limited Company R4 & A% (5 B R A 7



NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

26 CASH AND CASH EQUIVALENTS 26 RERASEEY
THE GROUP SEE
2014 2013
—ZT—F —EF—=F
RMB’000 RMB’000
AR%T T ARMETT
Cash at bank and in hand RITFER LS 2,010,953 906,378
THE COMPANY ENT
2014 2013
—E-lF —F=F
RMB’000 RMB’000
AR®F T ARETT
Cash at bank and in hand RITFEREE S 1,863,299 905,031
27 BANK LOANS 27 RITER
The Group's and the Company’s bank loans are unsecured AEBRARTNRTERSERLER -
and they are repayable as follows: HEXRRGHEZMAT :
THE GROUP FEM
2014 2013
— Lk —T—=F
RMB’000 RMB'000
ARBT T ARBET T
Within 1 year —FR 1,465,229 808,188
After 1 year but within 2 years —FRBERMFER 982,164 25,607
After 2 years but within 5 years MEZRBRFER 36,714 788,329
1,018,878 813,236

2,484,107 1,622,124
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

27 BANK LOANS (Continued) 27 ﬁﬁ‘?i'ﬁ%k/?

THE COMPANY 28
2014 2013
—ZT—F —E—=F
RMB’000 RMB’000
ARBFT ARETT
Within 1 year —FR 1,177,364 795,056
After 1 year but within 2 years —FRIEMFEA 982,164 25,607
After 2 years but within 5 years MERIERFA 36,714 788,329
1,018,878 813,236
2,196,242 1,608,992
Certain of the Group's bank loans are subject to the REERHJRITERFTETE TEAR

28

fulfilment of covenants relating to the Company's assets/
liabilities ratio, as are commonly found in lending
arrangements with financial institutions. If the Group were
to breach the covenants, the bank loans would become
payable on demand. The Group regularly monitors its
compliance with these covenants. Further details of the
Group's management of liquidity risk are set out in Note
34(b). As at 31 December 2014, none of the covenants
relating to bank loans had been breached.

TRADE AND BILLS PAYABLES

RMEE AELEAENMBRZLY -
HEFBROTANEBEBNERET
PR - EAKEEERT RY  RITE
A AT AR Z SR BIME R - RN FE B
ERHHEBARONETER - BRAR
19 359 7 B 1M TR e 3R O A B 2 D1 RO PR A
34(b) - R=F—WFE+=-_A=+—8 "
AEEEERBRAZONER -

28 BNERRERREE

THE GROUP SEE
2014 2013
—E-mEF —E-=F
RMB’000 RMB’'000
AR¥T R AREET T

Trade payables FET AR X

— related parties — EAEE 166,188 98,894
— third parties -E=h 515,946 496,760
Bills payable NS 17,769 117,886
699,903 713,540
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28 TRADE AND B”.LS PAYABLES (Continued)

NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

28 BNERRRER @

THE COMPANY ENT
2014 2013
—2—-MF —ZE—=F
RMB’000 RMB’'000
AR®T T ARET T

Trade payables FEfTRRTR

— a subsidiary o ENGT 484,275 88,219
— other related parties - EfbEant s 166,188 98,894
— third parties - = 309,795 421,673
Bills payable ANE S 17,769 117,886
978,027 726,672

All trade and bills payables are expected to be settled

within one year or are repayable on demand.

The ageing analysis of the Group’s and the Company’s

BRI RNERREBBE—FAL

BERERE -

AEERARBHENERRRERIZE

trade and bills payables, based on invoice date, is as ERHREOTAT
follows:
THE GROUP F%E
2014 2013
—E-DF —E=F
RMB’000 RMB’'000
AR®T R ARET T
Within 1 year —FR 687,958 700,878
Over 1 year but within 2 years —FREMRFENAN 3,873 4,503
Over 2 years but within 3 years MERE=FN 967 939
Over 3 years =F1% 7,105 7,220
699,903 713,540
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28 TRADE AND B”.LS PAYABLES (Continued)

NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

28 BNERREEE W

THE COMPANY b, 37N
2014 2013
—E-mE —E-=fF
RMB’000 RMB'000
ARBTT ARETT
Within 1 year —FR 966,082 714,010
Over 1 year but within 2 years —FREMFA 3,873 4,503
Over 2 years buf within 3 years MEREB=FR 967 939
Over 3 years =F1% 7,105 7,220
978,027 726,672
29 ACCRUED EXPENSES AND OTHER PAYABLES 29 BREARHEMENNKIER
THE GROUP T
2014 2013
—2-mEF —F—=F
RMB’000 RMB'000
ARBFT AR¥ETT
Receipt in advance TAWKIR
— related parties — FAH 61 14,773
— third parties -8=5 80,920 275,476
Interest payable JEA A2 22,197 11,234
Payables for staff related costs FE B THERARIAAR 105,740 76,725
Payables for acquisition of property, BBEMZE - BRE RREM
plant and equipment and lease prepayments HETARFIER BN IR 37,989 35,104
Other tax payables JERT H IR 61,632 61,310
Payables for sales commission EiTHERS 18,171 16,901
Payables for royalty fees JEM R &
— related parties — FAH 25,631 24,801
— third parties -%=h 1,068 1,188
Dividends payable to equity shareholders of JER AR AR A AT
the Company (Note 32(b)) (Ft5E32(b)) - 500,000
Deferred income (Note 31) EFEW S (FIEEST) 7,332 7,732
Others HAth 51,215 53,248
411,956 1,078,492
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

29 ACCRUED EXPENSES AND OTHER PAYABLES 29 RIREAREMENFIR @

(Continued)
THE COMPANY b XA
2014 2013
—E-mE —E-=F
RMB’000 RMB'000
AR®TR ARETT
Receipt in advance TEMRIAE
— related parties - B3R 61 14,773
— third parties -F=73 80,480 275,476
Inferest payable eI ALE 21,496 11,233
Payables for staff related costs et B TARREE A A 102,809 76,725
Payables for acquisition of property, BEYXE - BEEREM
plant and equipment and lease prepayments TS T FRIA Y FE IR 37,989 35,104
Other tax payables e E IR 61,356 61,310
Payables for sales commission ERTHERE 18,171 16,901
Payables for royalty fees FENRFRTIERERE
— related parties - B3RS 25,631 24,801
— third parties -F=73 1,068 1,188
Dividends payable to equity shareholders of JERTAR Rl 5B ARA
the Company (Note 32(b)) (F$5E32(b)) - 500,000
Deferred income (Note 31) FEEW s (FIFES3T) 7,332 7,732
Others Hith 52,206 53,248
408,599 1,078,491
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

30 INCOME TAX IN THE STATEMENT OF
FINANCIAL POSITION

(a) CURRENT TAX RECOVERABLE/(PAYABLE) IN

30 MBMRRKPBRAER

(a) MBHKRZRATWKE (FEM)FRE

THE STATEMENT OF FINANCIAL POSITION "]
REPRESENTS:
The Group AEM
2014 2013
—ZT—F —EF—=F
RMB’000 RMB'000
AR®T ARETIT
At 1 January w—H—H 1,135 16,070
Provision for the year FEEE (66,489) (74,840
Income tax paid EATEH 58,175 59,905
At 31 December Rt+t=-—A=+—H (7,179) 1,135
The Company RRF
2014 2013
—2-mEF —F=F
RMB’000 RMB’000
ARET T ARBTT
At 1 January W—H—H 1,135 16,070
Provision for the year FEREE (60,968) (74,840)
Income tax paid B SFTSH 58,175 59,905
At 31 December R+=—A=+—H (1,658) 1,135
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

30 INCOME TAX IN THE STATEMENT OF 30 BMBEARRTRPHAEBH )
FINANCIAL POSITION (Continued)

(b) DEFERRED TAX ASSETS AND LIABILITIES (b) EREMNEZERFERIERALR :
RECOGNISED:
The components of deferred tax assets/(liabilities) are EERIEEE (ARG WAKDS
as follows: BT Pt -
The Group FEE
Provision for Available-
impairment  Deferred for-sale  Unrealised
of assets income  securities profits Others Total
BERME TRHLE  AEBMN

2E  BEEWE #% Gy Hitr &t
RMB'OO0  RMB'000  RMB'0OO0  RMB'000  RMB'0O00  RMB'000
ARETT AR®TT ARETR AREBTR ARETR ARETE

................................................................................................................................................

At T January 2013 R-Z—=%—-F—H 9,335 5,800 (2,334 - 2,250 15,051
(Charged)/credited to profit or loss (335, /5t A B (1,358 7,948 - 9,321 3,687 19,598
Charged fo reserve R = = (1,075) - - (1,075)
At 31 December 2013 RZZ-—=F
+ZA=1—H /977 13,748 (3,409) 9,321 5937 33,574
At 1 January 2014 RZZE—NFE—F—H 7977 13,748 (3,409) 9321 5,937 33,574
(Charged)/credited to profit or loss  (338), /5t MBS (1,252) (1,402) - 513 (2,071) (4,212)
Charged fo reserve MR - - (3,398) - - (3,398)
At 31 December 2014 RZZ—mE
+-A=+—H 6,725 12,346 (6,807) 9834 3,866 25,964
The Company AT
Provision for Available-
impairment Deferred for-sale
of assefs income securities Others Total
BERELEE EEkRs THRHEERS Httr A3t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT ARETR
At T January 2013 RZZE—=F—F—H 9,335 5,800 (2,334) 2,250 15,051
(Charged)/credited to profit or loss  (335), /5t MBS (1,358 7,948 - 13,008 19,598
Charged fo reserve MRS = - (1,075 - (1,073)
At 31 December 2013 R-B—=%F
+-A=1+—H 7977 13,748 (3,409 15,258 33,574
At 1 January 2014 R-ZE—ME—F—H 7977 13,748 (3,409) 15,258 33,574
Charged to profit or loss MEiaz (1,252) (1,402) - (2,180) (4,834)
Charged fo reserve AR - - (3,398) - (3,398)
R=Z—WF
At 31 December 2014 +=A=+—H 6,725 12,346 (6,807) 13,078 25,342
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)

M ERMEE ()
31 DEFERRED INCOME 31 EEW S

THE GROUP SEE
2014 2013
—ZT—F —EF—=F
RMB’000 RMB’'000
AR%T T AREFIT
Government grants AT # D 52,129 53,240
Royalty fees BT RE 26,067 32,367
Rental income el 5,616 6,048
Less: within one year (Note 29) o —FE AR KIEE29) (7,332) (7,732)
76,480 83,923

THE COMPANY b =
2014 2013
—E-DF —T=F
RMB’000 RMB’000
AR¥T T AREET T
Government grants BB 50,629 53,240
Royalty fees RETEERE 26,067 32,367
Rental income AL Wz 5,616 6,048

Less: within one year (Note 29)

B —EFAR(EE29)
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued

MBERME )
32 CAPITAL, RESERVES AND DIVIDENDS 32 BEX - RBERERF
(a) MOVEMENTS IN COMPONENTS OF EQUITY (a) ERERBSHEE
The reconciliation between the opening and closing EHERZEFHRPIIETAEES
balances of each component of the Group’s Pz SAEK BB RAR
consolidated equity is set out in the consolidated BRBHEADNBRN - NAREDETF
statements of changes in equity. Details of the changes ARER D B LR AN TP -

in the Company's individual components of equity are
set out below:

Paid-in Statutory
capital/ Capifal surpls Fairvalue  Retained
share capitol reserve reserve reserve  eamings  Totol equity
B4 NAEE

BX/BA  ERDE EERB e RERR  ExEE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETT ARETR ARETT ARETn ARETR

(Note 32(c)]  (Note 32(d))  [Note 32(d))  (Note 32(d))

(MzE32()  (MIzEd2d)  (FsE32ld))  (FEE32(d)

................................................................................................................................................

At 1 January 2013 RZE-=£-F—-H 479,593 = 380,579 13,228 661,436 1,534,836
Changes in equiy: RE2T
Total comprehensive income NEEGANGER

for the year - - - 6,096 479 897 485,993
Appropriation E - - 38,278 - (38,278) -
Dividends declared SIRAEH - - - - (662,683 (662,683
Conversion info a joint stock Yl BRHERAR

compary INote 32(cf) (Fi3E321cl) - 408922 (418857 (1328 (176,837) -
At 31 December 2013 R-E-=£+-A=1-H 479,593 608,922 = 6,096 263,535 1,358,146
At 1 January 2014 RZE-ME-A—-H 479,593 608,922 - 6,096 263,535 1,358,146
Changes in equiy: Big28:
Total comprehensive income AEERANRER

for the year - - - 19,250 425,592 444,842
Appropriation ER - - 91,467 - (91,467) -
Dividends declared =R - - - - (73,857) (73,857)
Issue of new shares, net off issie ~ FETRANBETER -

expenses [Note 32/ BizE32cli) 159870 732,539 . . - 892409
At 31 December 2014 R-E-ME+-A=1+-AH 639,463 1,341,461 91,467 25,346 523,803 2,621,540
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B RSB RLBEE ()

32 CAPITAL, RESERVES AND DIVIDENDS (Coninved)

32 BX - EERIRF

(b) DIVIDENDS (b) B

(i) Dividends payable to equity shareholders of the (i) FEESGTFAQATESZEEA

Company attributable to the year H R R
2014 2013
—E-NF —T—=F
RMB’000 RMB'0O00
AR® T AREFIT

Final dividend proposed after the end AR BiRZ IR :H D IR AT

of reporting period N HARS F| 106,151 73,857
The final dividends proposed affer the end of the R E IR IEZE D KA K H

reporting period have not been recognised as a
liability at the end of the reporting period.

(ii) Dividends payable to equity shareholders of the

BAMAERNFEHRERSE

-1

&

(i) REEAERNEQRER

Company attributable to the previous financial BFEA LB BEFENRF
year, approved during the year
2014 2013
—E-lF —T=%F
RMB’000 RMB'O00
AR®TR ARBTFT
Final dividend declared in respect EENAR AR BERES
of the previous financial year REARE A 73,857 162,683
Dividends to equity shareholders of the Company BE_FT-NONF+_A=1t—HBLF

attributable to the previous financial year paid g
during the year ended 31 December 2014 were
RMB/ 3,857,000 (2013: RMB162,683,000).

XA A 2 A HE
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

32 CAP'TAL, RESERVES AND DIVIDENDS (Continued) 32 X - ﬁ%{%&&ﬂm?

(b) DIVIDENDS (Continued) (b) B&#H (&)
(iii) Special dividends to equity shareholders of the (i) ADFAEBRHEANEBIRA
Company REEFEN_FT—=F/\A
Pursuant fo the resolution passed at the board of “tEBREHMRER AR

directors’ meeting on 27 August 2013, a special
dividends amounting to RMB500,000,000 were
declared and payable to the Company’s equity
owners according fo their rafios of confributions
to the registered capital. The special dividends
would be paid to the Company’s equity owners
either (i) during the period between the date
on which the application for the listing of the
Company's shares has passed the hearing of the
listing Committee of The Stock Exchange of Hong
Kong Limited and the date of the actual listing

ARrEmfF A AEFTRL
PIoBECEFRIER S BAARE
500,000,000 7t ° #% ¥ Al i
MR () AR R BF R £
BEEBBMAERXIMERARL
MREERBRAEBEARR
AR ERREEHAR S
BRARER LS B M -
HEF - (i) AR E R
[ XN TARRERFE
A RBE-Z-—NF+_H

=T —BLEFE  Z5HEF
BEEREX -

of the Company’s shares on the Main Board of
The Stock Exchange of Hong Kong Limited, or,
it earlier, (i) when so required by any competent
authority. The special dividends were paid out in

full during the year ended 31 December 2014.

(c) SHARE CAPITAL (c) B&F
2014 2013
—E—-MEF —E—=F
Number of Number of
shares shares
R EE e B
‘000 RMB’000 ‘000 RMB’'000
TR AR%®TR Tt AR®ETT
Ordinary shares, issued ERTEEHAE
and fully paid: @A
At 1 January R—A—H 479,593 479,593 479,593 479,593
Shares issued under the TR
public offering (Note ii) (B &Eii) 159,870 159,870 - -
At 31 December Bnt+=-—A=+—H 639,463 639,463 479,593 479,593
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NOTES TO THE FINANCIAL STATEMENTS (Coninued
B RSB RLBEE ()

32 CAPITAL, RESERVES AND DIVIDENDS (Continved) 32 BEX - REREKRA @
(C) SHARE CAPITAL (Continued) (c) B&E&EF ()

(i) Conversion into a joint stock company with limited (i) R=Z—=F+=A=++A
liability on 27 December 2013 BEBRDEBEREEDLA
The Company was a sino-foreign equity joint R-_B-—Z=ZF+_-_A-++t
venture and converted into a joint stock company B ARAAFPIEELKE
with limited liability on 27 December 2013. CERHRBENEHBERE
Pursuant to the approvals of Wuhan Municipal EFRA - BEETEK R R
Bureau of Commerce and State-owned Assets BHErEEEEEEEER
Supervision and Administration Commission of BethE  ARAEDRFTA
the State Council, the equity interests held by the NGRS EE: RN E 53
Company's equity owners in the Company were E-——_F+-_H=+—H8BA&
converted info 479,592,598 ordinary shares with EEANERABIEEAR
par value of RMB1.00, based on adjusted net #1,088,515,000 7t (I 4 3
assets of the Company as at 31 December 2012 BFEERER BB
of RMB1,088,515,000 (“Adjusted Net Assets”). 479,592,598 IR & I H 18 &

AR .00 H EiBAk o

(ii) Shares issued under the public offering (i) DBARITHRZE
In December 2014, the Company issued RZZBE-—NME+-A AR
159,870,000 H shares with par value of AEEAEEKE N ARBEITH
RMB1.00 each at a price of HKD7.39 per RXANGREE7.39T(F
share by way of global initial public offering BREEAR®KIO00T) &
of the Company's H shares to Hong Kong BEERBIREEZTHR
and overseas investors. The Company raised 159,870,000/ - B £
approximately HKD1,130,633,000 (equivalent BTER  ARARASEERK
fo RMB892,409,000) in total, net of share issuing 491,130,633,0007T (#Fr& A
expenses. The excess of the net proceeds over the R #¥892,409,0007T) ° kit
nominal value of the shares issued were credited EEEcHBRIHENSHE
to capital reserve. FARRBNEARLRE -
The holders of ordinary shares are entitled to EREBRFE AR RKETEA
receive dividends as declared from time to time foRBH - BEARBEZE L
and are entitled to one vote per share at meetings BERFE—SRZE-FEE
of the Company. All ordinary shares rank equally BERHEARRSREEZERE
with regard to the Company’s residual assets. TR -
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

32 CAP'TAL, RESERVES AND DIVlDENDS (Continued)

(d) NATURE AND PURPOSES OF RESERVES

(e)

(i)

(ii)

(iii)

Capital reserve

Capital reserve represents the Company's share
premium, being the difference between the fotal
amount of the par value of shares issued upon
the conversion and the Adjusted Net Assets (Note
32(clli)) and the excess of the net proceeds over
the nominal value of the H shares issued pursuant
to the global initial public offering (Note (32(cl(ii).

Statutory surplus reserve

According to the Company's Articles of
Association, when distributing each year's afferfax
profits, the Company is required to transfer 10% of
its net profit to its statutory surplus reserve until the
statutory surplus reserve balance reaches 50% or
more of the Company's registered capital.

The transfer to this reserve must be made before
distribution of a dividend to shareholders.

Fair value reserve

The fair value reserve comprises the cumulative
net change in the fair value of available-for-
sale securities held at the end of the reporting
period and is dealt with in accordance with the
accounting policy in Note 2{f).

DISTRIBUTABILITY OF RESERVES

According to the Company’s Artficles of Association,
net profit as reported in the statutory financial
statements prepared in accordance with the accounting
rules and regulations of the PRC can only be distributed
as dividends after allowances have been made for the
following:

(i)

(i)

(iii)

Making up prior years' cumulative losses, if any;

Allocations to the statutory surplus reserve as set

out in Note 32(d)(ii) above; and

Allocations to the discretionary surplus fund if
approved by the shareholders.

32 EXR - %1%&&*”?

(d) fEfmiESE R RE

(i) BEXLQE
BEARARTEEZRAR AR
=B B E(EEEHARF
EEE (MHFE32(c)li) 2 E =58
LARGBRBEIRE XN AREITH
BEEEcBHERZEMERN
S F(MIE32(c)(ii) °

(i) EEE
BEARTER  ARTHE
SEBEFIAE  BHELFH
B | 0% A2 £ B
- EEATREREENA
AT AARDS0%IM L -

% R R R 9 BE AR A
ZHIEEER e

(i) 2 % EE R
2 f EERE O ERE R K
55 35 21131185 1 74 6 5 2 £
F AT EREN DA B
ERHED -

(e) ffime ™) &3 BE

RBEARAER - HHEEF £
PR RBREE T MR FP 2
WEOBRFANBIE R (E L T 518
BERIEBBRADIK :

) WEEBEFEMNRFTEE(N
B):

(i) 2B ZE B EE32(d)(ii) FTEk
RETERE &

lii) PR E  PERETLEHE
o
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

32 CAP'TAL, RESERVES AND DlVlDENDS (Continued)

(e) DISTRIBUTABILITY OF RESERVES|Continued)

(f)

The distributable profits are the lesser of the net profit
of the year as determined in accordance with the
accounting rules and regulations of the PRC, and the
net profit determined in accordance with IFRSs. At 31
December 2014, the aggregate amount of reserves
available for distribution to equity shareholders of the

Company was RMB716,061,000.

After the end of the reporting period the directors
proposed a final dividend of RMBO.166 per ordinary
share, amounting to RMB106,151,000 (Note 32(b)).
This dividend has not been recognised as a liability at
the end of the reporting period.

CAPITAL MANAGEMENT

The Group’s primary objectives when managing
capital are to safeguard the Group’s ability to
continue as a going concern, so that it can continue
to provide returns for shareholders and benefits for
other stakeholders, by pricing products and services
commensurately with the level of risk and by securing
access fo finance at a reasonable cost.

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

The Group monitors its capital structure on the basis
of adjusted net debtto-equity ratio. For this purpose,
adjusted net debt is defined as total borrowings less
cash and cash equivalents. The adjusted net debtto-
equity ratio at 31 December 2014 and 2013 was as

follows:

32 BEAX - RERKRA @

(e) fEfEEYTT & B ()

(f)

AN E R AR FI B 18 0 5
1S ARERR S EREREE
RFFE - RIBIEBIBR B IS R &5 2%
BIE ERFFE (AR D EBAE) o
R-ZE—MNE+_-_F=+—H &
EENRFABEREFR I RBKZERES
IEmecEEAEARE716,0061,000
5T o

RBEHR  EFSRZEIEKRD
BEEREBRAREO 166TT
HEF AR®106,151,0007T (B 7%
32(b)) © RARHIR B I ARR &
RERRAE -

R&ER
AEEEREANTIEZRABRRRE
AEBERBELENRS  BEFIE
HERKEHENER LR E
% RIBGEXABSRE - FH
REFF AR 73 BCRAR (1 12 3 B A EL (b )
mARRE R AR o

AEEEHMERFEREERLE
AR BEEAFBRSHOBRRER
(FTREIR B A E/KE) ERIFMWE R
AR FRT 6 2R B 48 2 K% AR R ) 1
A T A 0 B B B AN R

AEEERBEAERFHEERLE
ROEAERERE R o gt s
KRARERFERTEREBREER
RehkBFEEY RZT—UF
F—_T—=F+-A=+—"H &
FEFEEEARNLENT
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NOTES TO THE FINANCIAL STATEMENTS (Continued)

MEERMEE ()
32 CAP'TAL, RESERVES AND DlVlDENDS (Continued) 32 ;ﬁzk : ﬁ%{%&fﬂlﬁiﬁ]?
(f) CAPITAL MANAGEMENT (Continved| (f) BXEHEH)
The Group AEE
31 December 31 December
2014 2013
R-Z—MmFE RZZ—=F
+=B=+—-H +=-—A=+—H
RMB’000 RMB'000
AR%T T AREFIT
Borrowings =
— current bank loans - RERITER 1,465,229 808,188
— non-current bank loans - ERFHBITER 1,018,878 813,936
less: cash and cash equivalents B RERBEEEEY (2,010,953) (206,378
Adjusted net debt R ETG FRE 473,154 715,746
Equity HEES 2,911,491 1,509,652
Adjusted net debtto-equity ratio KRR FEFEEANLL R 16% 47%
The Company AT
31 December 31 December
2014 2013
RZZE—MOFE RZ=ZT—=
+t=A=+—-H +=A=+—H
RMB’000 RMB'000
ARETRT AREFTT
Borrowings EEN
— current bank loans - RENRITER 1,177,364 795,056
— non-current bank loans - JERERITER 1,018,878 813,936
less: cash and cash equivalents B e MIRSEEY (1,863,299) (205,031)
Adjusted net debt AR ERFR 332,943 /03,961
Equity s 2,621,540 1,358,146
Adjusted net debtto-equity rafio KRB EE AR 13% 52%
Neither the Company nor its subsidiaries is subject to ARASEEMHEARIGREE
externally imposed capital requirements. A ZINRIEINEYE R EK
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

33 TRANSFERS OF FINANCIAL ASSETS

(a) TRANSFERRED FINANCIAL ASSETS THAT ARE
DERECOGNISED IN THEIR ENTIRETY

(i)

178 Yangtze Optical Fibre and Cable Joint Stock Limited Company &R 4 & % (5 B R A 7

Factoring arrangement

As part of its normal business, the Group entered
info frade receivables factoring arrangement (the
"Factoring Arrangement”), mainly took place
in the second half of the year, and transferred
cerfain of its trade receivables to banks in the
PRC. As at 31 December 2014, the Group
transferred certain trade receivables to banks
under Factoring Arrangement (“Trade Receivables
under Factoring”) with carrying amounts of

RMB332,828,000 (2013: RMB425,495,000).

Pursuant fo the terms of the Factoring Arrangement,
100% of the trade receivable shall be transferred
to the bank. The bank shall pay a consideration
equal to 90% of trade receivable factored
immediately. By the end of the period of the
Factoring Arrangement, normally 12 months, the
bank shall pay the remaining 10% of the trade
receivable. In the opinion of the directors, the
Group has transferred substantially all risks and
rewards relating to the Trade Receivables under
Factoring, and accordingly, it has derecognised
the full amounts of the Trade Receivables under
Factoring.

Trade Receivables under Factoring had a
remaining maturity from 11 to 12 months at 31
December 2014. As at 31 December 2014,
the maximum exposure of loss from the Group's
continuing involvement in the Trade Receivables
under Factoring equal to the remaining 10%
of the trade receivable which amounted to
RMB45,728,000 (2013: RMB50,217,000)
(Note 24). In the opinion of the directors, the fair
values of the Group's continuing involvement in
the Trade Receivables under Factoring are not
materially different from their carrying amounts at

31 December 2014 and 2013.

33 TRMEENER

(a) EERILERZHWEAEMNEE

(i)

REZH

ERELEEHN—&D - &
SEETEBRRRE T
(TMRERH])  HEXS—
MRREGFETFFEE - SEP
BeyRITERE TR
R-ZF-—HMOET-_A=+—
B AEERBREZ®
RITERRWERR([RIERE
WERDOERSESAR
# 332,828,000t (=& —=
F: AR¥425,495,0007T) °

RIBRIE L PR RFK - 100%
F) FE U BRSO BB L AR ERTT © IR
TR B E R ETTRIE
EMRKOO % B 5 ° RIE%
BEER(—RRI12@A)
R 1T FE S AN B AR TR0 H AR
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

33 TRANSFERS OF FlNANClAL ASSETS (Continued)

(a) TRANSFERRED FINANCIAL ASSETS THAT ARE
DERECOGNISED IN THEIR ENTIRETY (Confinved)

(i)

(ii)

Factoring arrangement (Continued)

During the year ended 31 December 2014, total
losses recognised on the date of transfer of the
Trade Receivables under Factoring amounted to
RMB14,010,000 (2013: RMB25,319,000).
Income and expenses recognised from the
continuing involvement, both during the year or
cumulatively, are not significant.

Derecognised bills

The Group discounted or endorsed certain
bank bills receivable to certain banks in the
PRC or the Group's suppliers during the year
("Derecognised Bills”). The carrying amount
of discounted bills (“Discounted Bills") at 31
December 2014 was RMB297,721,000
(2013: RMB309,250,000]. The carrying
amount of the endorsed bills ("Endorsed Bills”)
at 31 December 2014 was RMB124,948,000
(2013: RMB62,817,000). The Derecognised
Bills had a remaining maturity of 1 to & months
at 31 December 2014. In accordance with the
law of Negotiable Instruments in the PRC, the
holders of the Derecognised Bills have a right of
recourse against the Group if the banks default
payment. Accordingly, the Group has continuing
involvement in the Derecognised Bills. In the
opinion of the direcfors, the Group has fransferred
substantially all risks and rewards relating to
the Derecognised Bills, and accordingly, it has
derecognised the full amount of the Derecognised

Bills.

33 EMEENER

(a) ZHERILEEZNRSREMNIE

\ =/

(i)

(ii)

REZH (@)
HE-_ZT—NF+-_A=+—
BIEFE  ARBERREEY
ERERARIANEEAAR
¥14,010,000 (=& —=
F: AR¥25,319,0007T) °
FESLEMERO R E B
B(RAFEXRFTSEE)LT
EKo

RIEEIARE

AEEHARFRESTRUBIRTT
REMAREETPENET
RITRAEE R ([ L7
REE]) N -_ZFE—mOFE+—
A=+—8 MARENHEK
HE & AR 297,721,000
T(ZE—Z%: AR¥
309,250,000 ) - R =&
—mME+_R=+—H
EEZBENREER/RARE
124,948,000 L (=& — =
F: AR¥62,817,0007T) °
R-ZFE-—OF+-_A=+—
B RUIEEAZERGKARS
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

33 TRANSFERS OF FlNANClAL ASSETS (Continued) 33 ﬁ%ﬂﬁf‘%ﬂ'ﬁgﬁgw

(a) TRANSFERRED FINANCIAL ASSETS THAT ARE

DERECOGNISED IN THEIR ENTIRETY (Continued)

(ii) Derecognised bills (Continved)
The maximum exposure to loss from the Group's
continuing involvement in the Derecognised Bills
equal fo their full amount. In the opinion of the
directors, the fair value of the Group's continuing
involvement in the Derecognised Bills is not
significant.

During the year ended 31 December 2014, total
losses recognised on the date of transfer of the
Discounted Bills amounted to RMB10, 110,000
(2013: RMB10,421,000). No gain or loss was
recognised on the date of transfer of the Endorsed
Bills. No income or expenses were recognised
from the continuing involvement, both during the
year or cumulatively.

(b) TRANSFERRED FINANCIAL ASSETS THAT ARE

NOT DERECOGNISED IN THEIR ENTIRETY

In addition fo the Derecognised Bills as disclosed in
Note 33(allii) above, the Group had certain Endorsed
Bills with a carrying amount of RMB44,185,000 at
31 December 2014 (2013: Nil). In the opinion of the
directors, the Group has retained the substantial risks
and rewards, which include default risks relating to
such Endorsed Bills, and accordingly, it continued to
recognise the full carrying amounts of the Endorsed Bills
and the associated trade payables setiled. Subsequent
fo the endorsement, the Group did not retain any rights
on the use of the Endorsed Bills, including the sale,
transfer or pledge of the Endorsed Bills to any other
third parties. At 31 December 2014, the aggregate
carrying amount of the trade payables setiled by the
Endorsed Bills during the year to which the suppliers
have recourse was RMB44,185,000 (2013: Nil). In
the opinion of the directors, the difference between the
fair value of the transferred assets and the associated
liabilities is not significant.

(a) ZHERIELEZNRSREMNIE
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NOTES TO THE FINANCIAL STATEMENTS (Continued)
S ERIMEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS

Exposure to credit, liquidity, interest rate and currency
risks arises in the normal course of the Group's business.
The Group's exposure to these risks and the financial risk
management policies and practices used by the Group to
manage these risks are described below.

(a) CREDIT RISK
The Group's credit risk is primarily attributable to cash
at bank, availableforsale debt securities, trade and
other receivables. Management has a credit policy
in place and the exposure to these credit risks are
monitored on an ongoing basis.

Substantially all of the Group's cash at bank and
available-for-sale debt securities are deposited in or
purchased from the stated-owned/controlled or listed
PRC banks which the directors assessed the credit risk
fo be insignificant.

The Group's major customers included the three
major state-owned telecommunications network
operators in the PRC. During the year ended 31
December 2014, sales to the three major state-owned
telecommunications network operators accounted for
approximately 29% (2013: 33%) of the Group's total

turnover.

The Group has certain concentration of credit risk.
Significant concentrations of credit risk arise primarily
when the Group has significant exposure to individual
customers. As at 31 December 2014, 35% and 73%
(2013: 35% and 76%) of trade receivables was due
from the Group's largest customer and the Group's
five largest customers, respectively. Entities which are
known to the Group to be under common control with
the customer are considered a single customer in the
above analysis.

The Group does not provide any guarantee which
would expose the Group or the Company to credit risk.

Further quantitative disclosures in respect of the Group's
exposure to credit risk arising from trade and other
receivables are set out in Notes 23 and 24.

34 BEAREEREMTIAENAR
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR 34 BBEBEERREMIANDR
VALUES OF FlNANClAL |NSTRUMENTS (Continued) E{EF

(b) LIQUIDITY RISK (b) FEIE S

The Company is responsible for the Group's overall
cash management, including the short term investment
of cash surpluses and the raising of loans to cover
expected cash demands, subject to approval by
the board of directors when the borrowings exceed
certain predetermined levels of authority. The Group's
policy is to regularly monitor its liquidity requirements
and its compliance with lending covenants (if any), to
ensure that it maintains sufficient reserves of cash and
readily realisable marketable securities and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in the short
and longer term.

The following tables show the remaining contractual
maturities at the end of the reporting period of
the Group's and the Company's non-derivative
financial liabilities, which are based on contractual
undiscounted cash flows (including inferest payments
computed using confractual rates or, if floating, based
on rafes current at the end of the reporting period) and
the earliest date the Group and the Company can be
required fo pay.
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88 KMRERFEBFE - AR
RIBERE MRS RHRFHEH
BXfE)  URAIEERAKE
RARAXMHKZFEEH -
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)

MBERME )

34 FINANCIAL RISK MANAGEMENT AND FAIR 34 BIXEREERESHMIENAR
VALUES OF FINANCIAL INSTRUMENTS (Continued) (ERENES

(b) LIQUIDITY RISK (Continued)

The Group

(b) FENERBE (2)
rEE

31 December 2014
“E-WE+-A=1-H

Contractual undiscounted cash outflow
BHEHRRERELE

Within More than More than
Tyear  lyearbut  2yearsbut

oron less than less than Carrying

demand 2 years 5 years Total amount
—FR —FN0E WERL

FEAH  EMEAT  BREUT &t RESE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARBTR AR®TRT AR®TT ARETR

.................................................................................................................................................

Bank loans
Trode and bills payables
Accrued expenses and other payables

RITER
ARESVES

BREMAREMENTR

1,512,787 1,000,945 37,139 2,550,871 2,484,107
699,903 - - 699,903 699,903
21,723 - - 221,723 221,723

Total G 2,434,413 1,000,945 37139 3,472,497 3,405,733
31 December 2013
"Bt _A=1-H
Contractual undiscounted cash outflow
AHFARRSRERR
Within -~ Morethan  More than
1 year 1 yearbut 2 years but
oron less than less than Carrying
demand 2 years 5 years Tofal amount
—FR —FHE WEAE
FENE  EMENT  BRENUT asf FESH
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETTE  ARETR AR%TT ARMTR ARETR
Bank loans RITER 839,923 50,077 800,491 1,690,491 1,622,124
Trade and bills payables LS ES 713,540 - - 713,540 713,540
Accrued expenses and other payables  TB1RE A I E A e 7B 692,898 - - 692,898 692,898
Tofal ait 2,246,361 50,077 800,491 3,096,929 3,028,562
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR 34 BHREREERESHIANDR

VALUES OF FINANCIAL INSTRUMENTS (Continued) BEw®
(b) LIQUIDITY RISK (Confinued) (b) REDEEE )
The Company ERAF

31 December 2014
“E-WE+-A=1-H

Contractual undiscounted cash outflow
BREHRRERELE

Within More than More than
Tyear  lyearbut  2yearsbut

oron less than less than Carrying

demand 2 years 5 years Total amount
—FR —FN0E WEALE

FEAH  EMEAT  BREUT ast RESE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETR  ARBTR AR®TRT ARETT ARETR

.................................................................................................................................................

Bank loans RITER 1,223,880 1,000,945 37,139 2,261,964 2,196,242
Trode and bills payables EREZTRERE 978,027 - - 978,027 978,027
Accrued expenses and other payables  B1RE A R EtE F0B 222,013 - - 222,013 222,013
Tofal &t 2,423,920 1,000,945 37,139 3,462,004 3,396,282

31 December 2013
“Z-—=#1+"fA=1-H

Contractual undiscounted cash outflow

RNFRRR S RERE
Within More than More than

1 year 1 yearbut 2 years but
oron less than less than Carrying
demand 2 years 5 years Tofal amount

—5R —FRE ML F
REH  EMEAT  BREUT ast FATHE

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT  ARETR AR%TT ARMTR ARETR

.................................................................................................................................................

Bank loans FITER 826,734 50,077 800,491 1,677,302 1,608,992
Trade and bills payables NS ES 726,672 - - 726,672 726,672
Accrued expenses and other payables  TB1RE A I E b B 5B 692,897 - - 692,897 692,897
Total & 2,246,303 50,077 800,491 3,096,871 3,028,561
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR 34 BHEAREERTSHIANAR

VALUES OF FINANCIAL INSTRUMENTS (Continved) BEw
(c) INTEREST RATE RISK (c) FIZEmbBz
The Group's interest rafe risk arises primarily from bank AEBE N XEREERERRT
loans. Bank loans issued at variable rates expose the B o FBMNERRITERERNEE
Group to cash flow interest rate risk. BRENRERFEEL -
The Group regularly reviews and monitors the mix of RTEBRARENNERER K&
fixed and variable rate bank loans in order to manage B 7F B2 5 30 B P B A K NOF B
its inferest rate risks. MEERNES -
The following table defails the inferest rate profile of the TRFAFIAEE RAR R ®RE
Group's and the Company's bank loans at the end of RIRTTEFRAOF R LR
the reporting period.
The Group AEM
2014 2013
—B-RF —F-=F
Effective Carrying Effective Carrying
inferest rate amount inferest rate amount
BRF=R RESHE AR R RHEHE
% RMB’000 % RMB’'000
% ARBTR % ARETT
Fixed rate bank loans EEFIERITER 1.95%-2.65% 293,690 1.67%1.74% 81,644
Floating rate bank loans — JZEIF| RERITE R 1.54%-4.43% 2,190,417 = 1.64%3.29% 1,540,480
2,484,107 1,622,124
The Company A2 F
2014 2013
—E-mF —B-=f
Effective Carrying Effective Carrying
inferest rate amount inferest rate amount
B¥F = EESHE BRME FESHE
% RMB’000 % RMB’'000
% AR®T T % ARETT
Fixed rate bank loans EEFEFITER 2.00%-2.65% 140,374~ 1.67%1.74% 81,644
Floating rate bank loans ~ SFB)FIRBITEK 1.54%-4.43% 2,055,868 « 1.64%3.29% 1,527,348
2,196,242 1,608,992
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FlNANClAL |NSTRUMENTS (Continued)

(C) INTEREST RATE RISK (Continved)
At the end of the reporting period, it is estimated that
a general increase/decrease of 100 basis points in
interest rates, with all other variables held constant,
would have (decreased)/increased the Group's profit

34 ?ﬂ%@t[@%ﬂ&ﬁ%ﬂlﬂﬂ@@ﬁ

(c) FUFmP=)
REmEHR  BREMBEMEER
BAE mARBEEB LA TH
TOOMEEZ: - AlfE st AR B AT E
FERRBEMB S BICKRD),/#

after tax and refained earnings as follows: m :
The Group The Company
AEE ZYN|
2014 2013 2014 2013
—F-mFE L =% —F-NmF  —F-=F
RMB’000 RMB'000 RMB’000 RMB’'000
ARBTR  ARBTR = ARMTR  ARETR
100 basis points increase AN 00EE 2, (18,484) (13,094) (17,475) (12,982)
100 basis points decrease A 100(EE 2, 18,484 13,094 17,475 12,982
Other components of consolidated equity would not be EotEENEMEXBITERXE
affected by the change in interest rates. FREHHTE -
The sensitivity analysis above indicates the F GURE 5T BN RER N i HA
instantaneous change in the Group's profit affer tax IR ) R 8% A 8 B K o [ ) R A 42 A
(and retained earnings) and other components of B(RRERN) R GHERMEAM
consolidated equity that would arise assuming that AR BIER - R ERY
the change in interest rates had occurred at the end FERZEMEREMERNFE
of the reporting period. The impact is estimated as LR BOMET - —TE—Z=ZFHRE
an annualised impact on interest expense of such DITIRAERIE LT o
a change in interest rates. The sensitivity analysis is
performed on the same basis for 2013.
(d) CURRENCY RISK (d) HHEEME

The Group is exposed to currency risk primarily
through sales, purchases and borrowings which give
rise to receivables, payables and bank loans that are
denominated in foreign currency, i.e. a currency other
than the functional currency of the operations in which
the transactions relate. The currencies giving rise to this
risk are primarily United States dollars ("USD"), Euros
(“EUR") and Hong Kong dollars ("HKD”).

AEBAZNE®RR T ZRRR
HE - RIBARERE LN AN
(BNERZEMAEMR ZHHEBAET)
REREETANEMER)FE
MEKERER  BANERRERTE
Ko BZARBBNERIZERE
7T BT kB o
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FlNANCIAL |NSTRUMENTS (Continued)

(d) CURRENCY RISK (Continued)

(i)

(ii)

Recognised assets and liabilities
The Group did not hedge its foreign currency
exposure.

RMB is not a freely convertible currency and
the PRC government may at its discretion restrict
access to foreign currencies for current account
transactions in the future. Changes in the foreign
exchange confrol system may prevent the Group
from satisfying sufficient foreign currency demands
and the Group may not be able to pay dividends
in foreign currencies to its shareholders.

Exposure to currency risk

The following table details the Group's and the
Company's exposure at the end of the reporting
period to currency risk arising from recognised
assets or liabilities denominated in a currency
other than the functional currency of the entity
in which they relate. For presentation purposes,
the amounts of the exposure are shown in RMB,
translated using the spot rafe at the end of the
reporting period.

34 BEAREEREMTIAENAR

B{E )

(d) WS )

(i)

(ii)

BRANEEHRSR
AEBARBIINER R ETEH
e

ARBIIFEHRHLAEE 5
BT A] B 1T R PR R RS K i
RERZERAINERR S - F
RIMNEIE BB R e B L - AT BE
BRAKEREYHINENF
Ko fE T B BURER @A) g R
1) A SR A SNBSS S RRCA) o

B i O
TRANAEB RARERH
HHIR BB AT BE B AN
B EBZEESABHEL
MEERBRKD - 52758 &
ms > ABRMOZEEUAR
BEDIR o 0 DASR 2 HA AR BN B B
RIB|H o

The Group's exposures to foreign currencies AEEAINER O (AARE
(expressed in RMB'000) FITIER)
2014
—E-mEF

usb EUR HKD Others

En Bt ot Hitb
Trade and bills receivables  FEURBR T K& 2% 66,228 - - -
Cash and cash equivalents & KIREEEY 40,655 30,390 376,863 -
Bank loans RITER (2,178,431) (305,676) - -
Trade and bills payables  FEFTBR AR ZH (81,676) (134,669) - (181)
Net exposure pean dm (2,153,224) (409,955) 376,863 (181)
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)

B RSB RLBEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FlNANCIAL |NSTRUMENTS (Continued)

(d) CURRENCY RISK (Continued)
(ii) Exposure to currency risk (Continved)
The Group's exposures to foreign currencies

(d) W RS
EEkESO @)

34 ?ﬂ%@t@%ﬂ&ﬁ%ﬂlﬂﬂ’ﬂ@ﬁ

AEBEIMNER O (AARE

(expressed in RMB'000) (Continued) FL3IER) (@)
2013
—E-=F
USD EUR HKD Others
=T BT ot HAth
Trade and bills receivables  FEUWBR RN R Zi% 50,259 - - -
Cash and cash equivalents IR & RIR ¢ EEY 26,933 104 = =
Bank loans RITER [1,540,480) (81,644 - -
Trade and bills payables  EIBRFEZE (87,610) (76,881) - (185)
Net exposure i O (1,550,898 (158,421) - (185)
The Company's exposures fo foreign currencies ARBHINE RO (AARE
(expressed in RMB'000) FT5ER)
2014
—E-OF
usb EUR HKD Others
EYv BT ot Hity
Trade and bills receivables  FEUBRT R ZiE 66,228 - - -
Cash and cash equivalents 3R & KR & EEY 28,266 8,732 376,804 -
Bank loans RITER (2,055,868) (140,374) - -
Trade and bills payables — ENERZRZHE (217,550) (276,999) - (181)
Net exposure e (2,178,924) (408,641) 376,804 (181)
2013
=5
USD EUR HKD Others
xTT BT Nt HAth
Trade and bills receivables  EUBE R R Z 1 50,259 - - -
Cash and cash equivalents 3R & KIR & EEY 25,749 104 - -
Bank loans RITER (1,527,348 (81,644) - -
Trade and bills payables — ERRZ N ZE (100,741) (76,881) - (185]
Net exposure O (1,552,081) (158,421) - (185)
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR 34 BHEAREERTSHIANAR

VALUES OF FlNANCIAL |NSTRUMENTS (Continued) E{EF
(d) CURRENCY RISK (Confinued) (d) R¥EEEEE)
(iii) Sensitivity analysis (iii) BREDN
The followings are the foreign currency exchange TR2JINEBERMINEE
rates applied: =
Average rate Reporting date spot rate
FHEX REAREES
2014 2013 2014 2013
—E-mE ZF-=F -F-NF T =F
usb E 6.1453 6.1896 6.1190 6.0969
EUR BT 8.1255 8.2396 7.4556 8.4189
HKD et 0.7923 0.7979 0.7889 0.7862
A 5% strengthening of RMB against the following REBERRARBHZER
currencies as at the respective reporting period BESHEEBIEMNE R RER
end dates would have increased the Group's profit MBI ESEEZ2FIT - s
after tax and retained earnings by the amounts MEMERBLITEXIAR
shown below. Other components of equity would ERENIINEZENTE

not be affected by the strengthening of RMB
against foreign currencies.

The Group The Company
iy 3] PN

2014 2013 2014 2013
—E2-mF —2-=F —E2-mEF —B=f
RMB’000 RMB'000 RMB’000 RMB'000
ARETT AREFT ARBT T ARETT
ush ETT 90,961 65,913 92,604 65,963
EUR BT 16,053 6,733 17,367 6,733
HKD L (16,016) - (16,014) -
Others HAh 8 8 8 8
91,006 72,654 93,965 72,704
A 5% weakening of RMB against the above REREARAREHEEN LR TES%
currencies as af the respective reporting period WEZE BRRAGELEERFTE -
end dates would have had the equal but opposite Al P EMESSBEERESMER

effect on the above currencies to the amounts BT E TESEMERZET -

shown above, on the basis that all other variables
remain constant.

Annual Report &3 2014 189



NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B ERIMEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FINANCIAL INSTRUMENTS (Confinved)

(d) CURRENCY RISK (Continued)
(iii) Sensitivity analysis (Continued)

The sensitivity analysis assumes that the change
in foreign exchange rates had been applied to
re-measure those financial instruments held by
the Group which expose the Group to foreign
currency risk at the end of the reporting period.
The analysis excludes differences that would result
from the translation of the financial statements of
foreign operations into the Group's presentation
currency.

The 5% change represents management's
assessment of reasonably possible changes in
foreign exchange rates over the period until
the next annual reporting period end date. The
analysis is performed on the same basis for 2013.

(e) FAIR VALUES

(i)
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Financial instruments carried at fair value

The following table presents the fair value of
the Group's financial instruments measured at
the respective reporting period end dates on a
recurring basis, categorised into the three-level
fair value hierarchy as defined in IFRS 13, Fair
value measurement. The level into which a fair
value measurement is classified is defermined with
reference to the observability and significance
of the inputs used in the valuation technique as
follows:

e level 1 valuations: Fair value measured using
only level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or
liabilities at the measurement date.

e level 2 valuations: Fair value measured using
level 2 inputs i.e. observable inputs which
fail to meet level 1, and not using significant
unobservable inputs. Unobservable inputs
are inputs for which market data are not
available.

® level 3 valuations: Fair value measured using
significant unobservable inputs.

34 BBEAREEREMIANDR

E{E( &)

(d) BHW R

(iii)

RBE B A7 (40)
B 5 1T R R R s B
REXHERT  ARBERA
BB EBRALERA
B EERNERRGHSEHTA
TR BALG - LD
BT 35 BB SO T 0 S S 3R
R HEAEBIREEOHR
B2 o

SUBBRRERER I BHNE
T—F S Bk B I EE
EARBE A BT - —F
— = B A TR R
77 o

(e) 2REE

(i)

BEARBEIRNEMTIA
TRIVRAEER R EHRIZ
REEEMAENERIAR
nBE CREERMERE
ERF 3% A BEFE I
REN=FrAEBEBRET
DM RREBEFEETOR
HER2RIATEET AR
RBENAIBERIEZEMEEE
B :

. F-RBETE: RERE
—ERBK(DAREE
S8 (8 B E R
i ) SR AR SRR ) 3

BRREE-

o E_ERFE:FEAEZ
R EIE (B ARERE —
JE A% B A] 8 R EUR ) M
ARAE A E AT Al B SR R
LFtERAREE - T E
REE = R BT 5 SR
R EUE -

o« EZEMHS  RAEA
AARRMEE AL E
8 -



NOTES TO THE FINANCIAL STATEMENTS (Coniinued

B RSB RLBEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR
VALUES OF FlNANClAL |NSTRUMENTS (Continued)

(e) FAIR VALUES (Continued)

B{Ew)

(e) AREE®)

34 BHERBREERTSHIANAR

(i) Financial instruments carried at fair value (Confinued) (i) BRAAREBHEIERNESMIAE®)
The Group AEE
2014 2013
—E-lF —F=F
RMB’000 RMB’'000
AR%T T ARET T
level 1 EF—ER
— listed availableforsale equity - AT E IR AR TE 5
securities 55,109 32,461
level 3 i
— availablefor-sale debt securities - A HEEEES 5,840 -
60,949 32,461
The Company AT
2014 2013
—E-mEF =%
RMB’000 RMB’000
AR¥T T AREETTT
Llevel 1 E—[E
— listed available-for-sale equity — E AT E AR ANEE 55
securities 55,109 32,461
55,109 32,461

During the years ended 31 December 2014 and
2013, there were no transfers into or out of Level
3. The Group's policy is to recognise transfers
between levels of fair value hierarchy as at the end
of the reporting period in which they occur.

HE-_ZE-—NFE-_Z—=F+=-A8
Tt HLEEE TESEARBHE=
B - NEBMBRENEEEZ R
EHRERAABESEBRAZ EHEE -
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

34 FINANCIAL RISK MANAGEMENT AND FAIR 34 BBRERBREERETBMIANIR

VALUES OF FINANCIAL INSTRUMENTS (Continued) BE e
(e) FAIR VALUES (Continued) (e) NREBEEE)
(i) Financial instruments carried at fair value (i) BRAAEEIENESBMIA

(Continued)

The fair values of availablefor-sale debt securities
are defermined using the discounted cash flow
analysis. The significant unobservable input in the
fair value measurement is the discount rafe. As the
maturities of the Group's availablefor-sale debt
securities are less than 12 months, the directors
are of the opinion that the impact of discounting
would be insignificant. Any increase/decrease in
the discount rate at 31 December 2014 would
not have significant impact on the Group's other
comprehensive income. The Group did not have
availableforsale debt securities at 31 December
2013.

(ii) Fair value of financial instruments carried at other (ii)
than fair value
The carrying amounts of the Group's and the
Company's %I’]OHCIC” instruments carried at cost
or amortised cost are not materially different from

their fair value at 31 December 2014 and 2013.

(%)

AR EEEEENAREE
KAMBRREREDTEE
E o AR EEFENERNTA
BRHEEMIBE - ARNA
SEMAHEEERE S
HEHEAT _@BANUT =
EREGRRTENTERN - 8
WREF/THRENEEHE
—E—NFEF+=-A=+—H1
FEMNEMGEUETERE
AFE - PN_TE—=F+_F#
=t+—8 AEBEIWEAHE
EEBES o

FEUARAAEEIENSHMIT A
HARER
RZE—ONFR_ZT—=F
+=—A=+—H  "REEFMK
NN TN AR 3% N =1
CRMTEMNE@DESEHEERR
BEIEEAEE -

35 COMMITMENTS 35 AEiE
(a) CAPITAL COMMITMENTS OUTSTANDING AT (a) R-B—NMFE+"_A=+—H
31 DECEMBER 2014 NOT PROVIDED FOR BREPRHROBEREMT :
IN THE FINANCIAL STATEMENTS WERE AS
FOLLOWS:
The Group rRE
2014 2013
—E-IF —T=f
RMB’000 RMB’000
AR®TR ARETT
Contracted for EEIEY)
— property, plant and equipment - W - BEKEE 85,884 58,104
— infangible assefs - B EE - /5,000
Authorised but not confracted EREERFTL
— property, plant and equipment - W - BEKEE 274,480 229,082
— lease prepayments - FANEERIEA 52,200 83,770
— investment in equity securifies - RIRABHFRE 45,134 18,000
457,698 463,956
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

35 COMMITMENTS (Continved) 35 EiEw
(a) CAPITAL COMMITMENTS OUTSTANDING AT (a) R=-Z—MFE+"A=+—H M
31 DECEMBER 2014 NOT PROVIDED FOR BHREDRRARHBFILFIARIEZNT :

IN THE FINANCIAL STATEMENTS WERE AS (&)
FOLLOWS: (Continued)

The Company AT
2014 2013
—E—OF T —=
RMB'000 RMB'000
AR®TR ARETT
s = g‘jz’] ..............................................................................
— property, plant and equipment - W - BENELE 85,884 58,104
— investment in a subsidiary - RITB R RIRE - 225,000
Authorised but not contracted EREERETL
— property, plant and equipment - W% - BE REE 263,375 229,082
— lease prepayments - ANEERIA 52,200 83,770
— investment in a subsidiary - RHTEB R AR E 42,833 -
— investment in equity securities - RIRABHKRE 45,134 18,000
489,426 613,956

(b) AT 31 DECEMBER 2014, THE TOTAL FUTURE
MINIMUM LEASE PAYMENTS UNDER NON-
CANCELLABLE OPERATING LEASES ARE
PAYABLE AS FOLLOWS:

(b) R=B—ME+=A=+—H &
RATMBOEBRABEN K%
FEf e B IE & (A REEm T :

The Group ARE
2014 2013
S —p=
RMB’000 RMB'000
ARMT T ARETT
\/\/nh|n]yeor—$|ﬂq ............................................... 55 s
Affer 1 year but within 5 years —FRERFA 1,152 -
3,678 2,126
The Company ZNNS|
2014 2013
—2-NE —T—=f
RMB’000 RMB’000
AR¥T T ARBET T
Within 1 year —FR 1,727 2,126
After 1 year but within 5 years —FRERFRN 960 -
2,687 2,126
The Group leases certain bujldings through non- ﬁ%@ﬂfﬂﬁﬁj@%ﬁﬂ%fﬁﬁﬁ
cancellable operating leases. These operating leases TET - E;é&ﬁﬂﬂ%ﬂﬂgﬁ?ﬂ&
o not contain provisions for contingent lease rentals. ﬁﬁﬂ?jﬂﬁﬂﬁ'ﬂ ° EEEZJ%I
None of the rental agreements contain escalation BAEARIE IR - KATRE £ R
provisions that may Tequire higher future rental REXERHMES -

payments.
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

36 MATERIAL RELATED PARTY TRANSACTIONS 36 EXBABARS

(a) TRANSACTIONS WITH RELATED PARTIES
The Group had the following material transactions with
related parties during the year ended 31 December

(a) ERBHHRS
BE_ZT-WNFE+_A=+—H1
FE AKEEBEBTETHNEXN

2014: RPN :
2014 2013
—E-F —T—=F
RMB’000 RMB'000
AREET T ARBT T
Sales of goods to HERmT
— China Huaxin - REEE 1,450 -
— subsidiary of Yangtze Communications - RIIBENHBAR 11 42,945
— subsidiaries and fellow subsidiary of Draka — Draka &8 KBt E A &) 62,300 41,700
— joint ventures N 1,534,820 1,522,097
Purchase of goods from BEEmA
— subsidiary of Yangtze Communications - RILBENHB AR - 7
— subsidiaries of Draka — DrakoRIB B A A 18,788 164,548
— associate YN 26,330 5,144
— joinf ventures NG 1,647,548 1,564,976
Royalty fees income from SR A& W
— joint ventures NN 6,300 6,300
Rental income from ikt Gy =
— subsidiary of Yangtze Communications - RIIBEHERAR] - 444
— associate = Eﬁ%éﬁ@ﬂ 432 432
— joint venture NS 368 368
Royalty fees to FAHEEAE
— subsidiary of Draka - DrokoE’]M 25,631 24,801

Note:China Huaxin Post and Telecommunication Economy PRE TERECHBBEAR RSO ([ HEE
Development Center (“China Huaxin”), Wuhan Yangize ) RERIBGEXEERMNEA
Communications Industry Group Co., lid. (“Yangize BRAB ([ &ITEIE]) MDraka Comteq
Communications”) and Draka Comteq B.V. ("Draka”) are B.V.([Drakal) AR AIHRE o B
the Company's shareholders. As at 31 December 2014, “Z-WNE+-A=+—8 hEE

the Company was owned as to 28.1%, 18.8% and 28.1% £ RITBEMDraka? Bl A AR A
[2013: 37.5%, 25.0% and 37.5%) by China Huaxin, Yangize 28.1% + 18.8%M28. 1 %M #E(= =
Communications and Draka, respectively. —=%:37.5% ' 25.0%#37.5%) °
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
S ERIMEE ()

36 MATERIAL RELATED PARTY TRANSACTIONS

(Continued)

36 EXRBHARS @

(b) OUTSTANDING BALANCES WITH RELATED (b) ERRRBETBIERER

PARTIES

The Group's outstanding balances with related parties

are as follows:

NEBEBH T A RERELNF
ER N

2014 2013
—E—-NmEF —E—=F
RMB’000 RMB’000
ARET R ARETIT
Trade and bills receivables FERBR R R &
— China Huaxin - REEE 764 -
— subsidiary of Yangtze Communications - RILBENHBLRR 186 186
— subsidiaries and fellow subsidiary of Draka — Draka#Ff} B 2 &40
BBA 7,879 15,805
— joint ventures =G 204,038 150,347
212,867 166,338
Deposits, prepayments and other receivables &< « AT & E A fE KGR TE
— subsidiary of Yangtze Communications - RIIBENIBAFR 2,517 2,617
— subsidiary of Draka — DrakaHHff /& A &) 3,729 2,589
— associate o VNG - 2,400
— joinf ventures - 5& QA 39,662 53,880
45,908 61,486
Trade and bills payables FER R R ZIE
— subsidiaries of Draka — DrakaH BB A &) 1,824 11,911
— associate ol /NG 13,052 2,308
— joint ventures = UN| 151,312 84,675
166,188 98,894
Accrued expenses and other payables TRt & A & H e RIA
— China Huaxin - REEE - 187,500
— subsidiary of Yangtze Communications - RIBENHNEAR - 125,013
— subsidiaries of Draka — Draka®I /8 A A 25,652 212,352
— associate o /NG 432 432
— joint ventures VNG| 5,940 21,009
32,024 546,306
Deferred income EE W e
— associate . UNC| 5,184 5,616
— joint ventures - 5%278 20,167 26,067
25,351 31,683
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

36 MATERIAL RELATED PARTY TRANSACTIONS 36 EXRBABEA R Z m)

(Continued)
(c) CONTRIBUTION TO DEFINED CONTRIBUTION (c) EFRFHRaTRIABR
RETIREMENT PLAN
The Group participates in a defined contribution AEE2 T HBEBT#EBAEZN
retirement plan organised by the relevant local EREEREREE - R=F—F
government authority. As at 31 December 2014, TZA=+—H  ERAREREE
there was no material outstanding contribution to HET ORBEBARIMNHEK - M5
postemployment benefit plan. Details of the Group's 7o) EBBRKREREEIET T &
defined contribution retirement plan are set out in Note AR -
/la).
(d) KEY MANAGEMENT PERSONNEL (d) REEEARHEH
REMUNERATION
Key management personnel are those persons PREEABEEMERMAERE
holding positions with authority and responsibility for HBEEMFE  ATEESREEBRE -
planning, directing and controlling the activities of the R DA R 1 A 5 B /R B AV fE
Group, directly or indirectly, including the Company's A BRERAFNES -
directors.
Remuneration for key management personnel, including RREEABNFM(2EMEoT
amounts paid to the Company’s directors [including RENXNEARRES(BRET
chief executive and supervisors) as disclosed in Note 9 BEHIEZ)NSE - URME
and certain of the highest paid employees as disclosed 10 WERH) R E T &= F A
in Note 10, is as follows: TESEE)IME ¢
2014 2013
—B—ImF —E-=fF
RMB’000 RMB’000
ARBF T AR¥ETTT
Shortferm employee benefits reHEE RN 17,036 15,986
Postemployment benefifs BEEL 213 T 650 567
17,686 16,553
Total remuneration is included in “staff costs” (see Note FoasEat A [ B ITRA | (2B
7(al). #7(a) o
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued)
B RSB RLBEE ()

36

S/

38

MATERIAL RELATED PARTY TRANSACTIONS

(Continued)

(e) APPLICABILITY OF THE LISTING RULES
RELATING TO CONNECTED TRANSACTIONS
For the year ended 31 December 2014, the following
related party transactions as disclosed in Note 36(a)
above constitute continuing connected transactions
as defined in Chapter 14A of the Listing Rules. The
disclosures required by Chapter 14A of the Listing Rules
are provided in section "Connected Transactions” of
the Report of the Board of the Directors.

Sales of goods to

— China Huaxin

— subsidiary of Yangtze Communications

— subsidiaries and fellow subsidiary of Draka

— YOFC Shanghai, a joint venture

Purchase of goods from
— subsidiary of Yangtze Communications
— subsidiaries of Draka

— YOFC Shanghai

Royalty fees to
— subsidiary of Draka

In addition, certain related party transactions above
constitute continuing connected fransactions as defined
in Chapter 14A of the Llisting Rules. However, these
fransactions are exempt from the disclosure requirements in
Chapter 14A of the Listing Rules as they are below the de
minimis threshold under Rule 14A.76(1) of the Listing Rules.

NON-ADJUSTING EVENTS AFTER THE
REPORTING PERIOD

After the end of the reporting period the directors proposed
a final dividend. Further details are disclosed in Note 32(b).

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2014

Up to the date of issue of these financial statements, the
IASB has issued a few amendments and new standards
which are not yet effective for the year ended 31 December
2014 and which have not been adopted in these financial
statements.

36

37

38

EXRBABARS )

(e) FRFEREZX 5 L ik HlasE AR

BE_T-ONF+_A=1t—HL
FE- TE'JZ—EMTE%(Q]EP&%E’JF%
Bt 77 2 5 R B th i A AR 1B T 16k D)
FUIAETEENFHREUBERS °

R ETIRGIFE 14AAZ R TR E
SR TRRESZTSRERA [ &
RS |ZFHHP o
HEERT
- RAREE
- RIAENHEBR
- Drokoﬂ’]ﬁﬁ%&%ﬁ% A
-RREE  —REELQA
BEEMmE
-RI8 T.:.EI'JWE
— Draka® BB A
- R EE
TR E T
— Draka®IB B A &l
Bt 2 A 0 B T bl B B X B R A

EHEPIFEIIAZEERNIFTENLRER
Z o BRI\ EMIRGIZE 14A 76(1) 15K H
BT RERZBHEREREKEDN
R BHRRETLETGRIIEI4ATH
BEMRE -

HRIFARSEE

RBEHRE  EFERZIERIK
) o FEBEMIES2(b) °

EEMFERBE_T-—HE+
A=t -BLEFEREHRERNE
nT HMENNRETRSTRNY

E

E

VR

2

RAFHHRKXHAR - BBRSFERE

EECHEME TEITMMEL » ZFE
MM ENREBEE_T-—NOF+_HA

St —BUEFERRER  REEAY
MR WAREERA -
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NOTES TO THE FINANCIAL STATEMENTS (Coniinued
B RSB RLBEE ()

38 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR ENDED
31 DECEMBER 2014 (Continued)

Effective for
accounting periods
beginning on or dfter

Amendments fo IAS 19, Employee benefits: Defined 1 July 2014
benefit plans: Employee contributions

IFRS 14, Regulatory deferral accounts 1 January 2016

Amendments fo IFRS 11, Accounting for acquisitions of 1 January 2016

inferests in joint operations

Amendments to IAS 16 and IAS 38, Clarification 1 January 2016
of acceptable methods of depreciation and
amortisation

Amendments o IAS 16 and IAS 41, Agriculfure: 1 January 2016
Bearer plants

Amendments fo IAS 27, Equity method in separate 1 January 2016

financial statements

Amendments fo IFRS 10 and IAS 28, Sale or 1 January 2016
contribution of assets between an investor and its
associate or joint veniure

Amendments to IFRS 10, IFRS 12 and IAS 28, 1 January 2016
Investment Entifies: Applying the consolidation
exceplion
Amendments to IAS 1, Disclosure initiative 1 January 2016
IFRS 15, Revenue from contracts with customers 1 January 2017
IFRS 9, Financial Instruments 1 January 2018

The Group is in the process of making an assessment of
what the impact of these amendments and new standards is
expected to be in the period of initial application. So far it
has concluded that the adoption of them is unlikely to have
a significant impact on the Group's results of operations and
financial position.

38 BEMERBE-®—mE+=
At BLEEMAERNE
q AR TSRO

HATER

2 ERRN

SHABEN

BB e R 0% [ES A - “T-mFLA-A
ERENTE - ERLT B

ARMBREENE 45 AR

[EEETRE]

BRUBESENE 1R UEAFE —F-"E-A-R
BERZHNEHEE NG

ARGHENE ORNEREEN  —F-AF-H-A
R [TRZNERBE A2
BRI

BREERZ I GRNERERAE T F-A-A
AV [R% : LEREN BT

BRGHENEYS REVAFFE T F-A-A
R s R

BRUBESEARI0RRERSY T F-A-A
ERIR00F [REZHEREN T
FEEL AL FHEELEARN]
o)

BRMHREESE10% “F-¥-A-H
BRMHREENR1 28R

BR e RAIE20% [RELE -

FAEHZ OMER SR

ERE AR R/ AEEE e —FAE-A-R

BRMBESENR 5% “F-t5-A-H
[KEAHEPHUA]

ERARREEAEN /2HTA) —F-N\§-A-H

ANE B IEFE AT A EEET R sT £ R
BRRARYHBHRROTZE - Z:EHIJ
Bk RAELEEE] RIFETERIHR
ARAEEHAEEN Eﬁfﬁﬁﬂﬁﬂ‘x
MAEEERTE -
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CORPORATE INFORMATION
DNEIER

BOARD OF DIRECTORS

EXECUTIVE DIRECTORS
Mr. Wen Huiguo (Chairman)

Mr. Frank Franciscus Dorjee

NON-EXECUTIVE DIRECTORS
Mr. Ma Jie

Mr. Sun Jiming

Mr. Philippe Claude Vanhille

Mr. Yeung Kwok Ki Anthony

Mr. Xiong Xiangfeng

Ms. Zheng Huili

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Ngai Wai Fung

Mr. Ip Sik On Simon

Mr. Li Ping

Mr. Li Zhuo

BOARD COMMITTEES

AUDIT COMMITTEE

Mr. Ngai Wai Fung (Chairman)
Mr. Ip Sik On Simon

Mr. Li Zhuo

NOMINATION AND REMUNERATION COMMITTEE
Mr. Ngai Wai Fung (Chairman)
Mr. Ip Sik On Simon

Mr. Frank Franciscus Dorjee

STRATEGY COMMITTEE

Mr. Wen Huiguo (Chairman)

Mr. Ngai Wai Fung (Replaced by Mr. Li Zhuo since 27 March
2015)

Mr. Li Ping

BOARD OF SUPERVISORS

Mr. Jiang Zhikang (Chairman, employee representative
supervisor)

Mr. Yao Jingming

Ms. Yu Jiaxuan

REGISTERED NAME OF THE COMPANY IN CHINESE
RRAMAEROBR AR
NAME OF THE COMPANY IN ENGLISH

Yangtze Optical Fibre and Cable Joint Stock Limited Company

Exg

BITEE
XeFEsE(EFER)

SEefBRAL
FMITESE

RIREAEE
JERE o BRBEL
HBEELE
RE[R]I& S5 4
BEEXL

BIEMITEE
REESLLE
EHREE
FERE
FEELE

EXRET

Fit=AE
MEBELE(LE)
B KL
FELE

RERFHERS
MEBEE(LE)
Bt

B e EmELA
BERERE
XeRLE(EE)
MEEEE(§=E—AEFE=H=++HLE -
BEEELIA)
L
EXxe
LEREEE
(ZE  BTHAXER)
kRS A
EEELZt
AR EMEE
ERNCE X ERDERAR
YNGIE-37&=

Yangtze Optical Fibre and Cable Joint Stock
Limited Company
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CORPORATE INFORMATION (Continved)
DREHR (&)

LEGAL REPRESENTATIVE OF THE COMPANY
Mr. Wen Huiguo
AUTHORISED REPRESENTATIVES

Mr. Wen Huiguo
Ms. Cheng Pik Yuk

SECRETARY OF THE BOARD
Mr. Han Qingrong
COMPANY SECRETARY

Ms. Cheng Pik Yuk
INTERNATIONAL AUDITORS

KPMG

LEGAL ADVISORS TO THE COMPANY

Simpson Thacher & Bartlett (as to Hong Kong law)
Commerce & Finance Law Offices (as to PRC law)

COMPLIANCE ADVISOR
Messis Capital Limited
REGISTERED OFFICE

No.? Guanggu Avenue,
East Lake High-fech Development Zone, Wuhan, Hubei Province
430073, the PRC

PRINCIPAL PLACE OF BUSINESS IN THE PRC

No.? Guanggu Avenue,
East Lake Hightech Development Zone, Wuhan, Hubei Province
430073, the PRC

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

level 54, Hopewell Centre
183 Queen's Road East
Hong Kong

H SHARE REGISTRAR

Tricor Investor Services Limited
level 22, Hopewell Centre
183 Queen's Road East

Hong Kong

REAEERRA
XeFEss
REAX

XEELE
BEEXL

EESHE
BERSEE
ARME
WEEL L

B R BB
EERG AR
DREERES

BRIERMEB(FELE)
BRI R EISFR(HBEE)

SRR

AREREBRAT]

AfMEE

B E B

RS MR R A BOWR
#H#H430073

H B AR

B L A U T R = FT T R

N =
##H430073

BERETEERME

BB
SFANERI835%
B L5A1E

HE DB FZ i E
SEESFERARAR
BE

ERANERI835%
BB L2212
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CORPORATE INFORMATION (Coniinved
AREHR (&)

LISTING LOCATION
The Stock Exchange of Hong Kong Limited
STOCK CODE

06869
CONTACT INFORMATION

INVESTOR RELATIONSHIP DEPARTMENT

Tel: +8627 6878 9088

Fax: +8627 6878 9089

Address of Headquarters: No.9 Guanggu Avenue,
East Lake Hightech Development Zone,
VWuhan, Hubei Province, 430073,
the PRC

Email: ir@yofc.com
WEBSITE

www.yofc.com

i B

BEBMARIMER AT

R AD TR

06869

BMELH

BREERRD

B +8627 6878 2088

BE +8627 6878 2089

EaE - REDRAE A EOET
BB = R Bl B B [
KARBOF © 430073

B ir@yofc.com

4941t

www.yofc.com
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DEFINITIONS AND GLOSSARY OF TECHNICAL TERMS

BEREirAR

In this report, unless the context otherwise requires, the following RAHmER - BXBESEMEI U TAE
terms shall have the meanings set out below: BEETHIE®RE

"AOC” active optical cables

[BIRNE BIRAE

"Board” the board of directors of the Company

[EFE] RRREEE

"Board of Supervisors”

-

"CG Code”
[REATR
"China Huaxin”
[ B

"Company”

VNCIE

“Director(s)”
[E%]
"Draka”

[ Draka]
“Everpro”

[ R

"fkm”

SRR
[Sea2 = |

the board of supervisors of the Company

RRAPEEE

the Corporate Governance Code as sef out in Corporate Governance Code and
Corporate Governance Report contained in Appendix 14 to the Listing Rules

ETRAMS+MACEE AT REEE ARESIEH 2 BEE AT

China Huaxin Post and Telecommunication Economy Development Center, an
entity incorporated in the PRC, one of the substantial shareholders of the Company

PEFEEHELBEREDDL NP BEEMKZNEE  BRARREERRZ —

Yangtze Optical Fibre and Cable Joint Stock Limited Company*, a joint stock
limited company incorporated in the PRC with limited liability, the H shares of
which are listed on the Main Board of the Stock Exchange
ERICBABERNDBRAR]  RPBEEMARZORNDBERAR - EHBRRER
FrER B

director(s) of the Company
RRARES

Draka Comteq B.V., a company incorporated in the Netherlands, one of the
substantial shareholders of the Company

Draka Comteq B.V. » RAERFEMAKZHIRF - RARRERRIZ —

EverPro Technologies Company Llimited, a company established in the PRC and
one of the subsidiaries of the Company

RO RRARAR  —HERPBEKIZZ AR RARFMBLARZ—

fibre kilometers, which represent kilometers of optical fibres. For optical fibre
preforms, means the kilometers of optical fibres that can be drawn from optical
fibre preforms. For optical fibre cables, means the kilometers of optical fibres
contained in optical fibre cables

KEREBLCAR - BUCETERENS - BrdRNET A ENREE
- MAEMS @ B BNREEN

fibretothe-home

i Rl
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DEFINITIONS AND GLOSSARY OF TECHNICAL TERMS (Coniinved

EBx kA o)

"Global Offering”

"Group”, "the Group”, "us" or "we"

[ARSRE 3k T3]
“Hong Kong"”
G

“Listing Date”
[ FTHEHT]

"listing Rules”
[ E#RAl
"Model Code”
[1R4E=r Al

"OVD”
[OVD]

"PCVD"
[PCVD]

“PRC”
[
“Prospectus”
[ AR ERE]

“Relevant Period”

[ B R

“RIC”
[RIC]

“RMB”
(AR

“SFO" or “Securities and
Futures Ordinance”

[FE 7 KA D]

the issue of H shares of the Company by way of Hong Kong public offering and
international offering in 2014

ARRR_TE—NEREEARBEERERBETAETHK

the Company and its subsidiaries (i.e. the entities listed as subsidiaries of the
Company in Note 18 to the audited consolidated financial statements in this
annual report)

RARNEM B AR (BIAFREEZESHITHERERMT 18I R/ERQFME R
R ER)

the Hong Kong Special Administrative Region of the PRC
PEFERHITHE

10 December 2014
—E-NFE+=A+H

the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong
Limited
ERMARIMARARRZS LR

the Model Code for Securities Transactions by Directors of Listed Issuers as sef out
in Appendix 10 to the Listing Rules
FHARRIMEER T PRE . ETBEITAZERETERRXH I FETR

outside vapor deposition

SMEB L B RARIAR

plasma activated chemical vapor deposition

SEH TR TIDNHE

the People’s Republic of China, and for the purpose of this annual report, excluding
Hong Kong, the Macau Special Administrative Region of the PRC and Taiwan
REARKME - B AFRNE - TRBEEE  RFIRGE

the prospectus of the Company dated 26 November 2014 in connection with the
Global Offering
ARABAAR/R-ZT—NF+—AZ+REZBKRER  AREREIREE

the period from the Listing Date to 31 December 2014
FHRBE_T-NE+ - A=1+—HIHH

rod-in-cylinder

REEHRZENH#

Renminbi, the lawful currency of the PRC

ARE - hEDEEE

the Securities and Futures Ordinance (Chapter 571 of the Llaws of Hong Kong], as
amended or supplemented from time to time

FEEPIES/ N BERZ S MEGRD] - ETRHERT AT
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DEFINITIONS AND GLOSSARY OF TECHNICAL TERMS (Coriinved
BRERBMAR 9

"Stock Exchange” The Stock Exchange of Hong Kong Limited

[ B SZ P ERBMARSMARAE

"Supervisor(s)” supervisor(s) of the Company

(B ] RAREE

"VAD" vapor axial deposition

[VAD] AR

"Yangtze Communications” Wouhan Yangtze Communications Industry Group Co., ltd, a company
incorporated in PRC, one of the substantial shareholders of the Company

[RTiE ] RERTREEXERRNHEBRART  —FRFEFTMKIAAF] - BEARF]
FTERRZ—

"YOFC" Yangtze Optical Fibre and Cable Company lid, a company incorporated in the
PRC as a sinoforeign equity joinf venture, the predecessor of the Company

[ =R RARXBABERLIGF - RPBEFMEAZATINGESERE - RAQFA
&

"YOFC Shanghai” Yangtze Optical Fibre and Cable (Shanghai) Co,. lid., a company established in

the PRC and one of the joint venture of the Company. It is owned as to 75% by the
Company and 25% by Draka

[RRLEE] RRXEHRE(LB)BRAR - —ERPEKIHAF - BEARREERFLZ
— o BARAF KDraka D BB 75%K%25%
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