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Corporate Profile
DR

Yangtze Optical Fibre and Cable Joint Stock Limited Company* is a leading
supplier of optical fibre preforms, optical fibres and optical cables in the world.
The Company primarily manufactures and sells optical fibre preforms, optical
fibres and optical fibre cables with various standard specifications that are
widely used in the telecommunications industry. The Company also designs and
produces specialty optical fibres and cables, integration systems, engineering
design and service that are customised to customers’ specifications. The
Company has the most comprehensive optical fibre and cable product portfolios,
and provides a wide range of optical fibre and cable products with relevant
solutions for the global telecommunications industry and other sectors, including
utilities, transportation, petrochemical and healthcare. The Company provides
high-quality products and services in more than 70 countries and regions.

The Company, formerly known as Yangtze Optical Fibre and Cable Company
Ltd* was established in Wuhan, Hubei Province in May 1988 as a sino-foreign
equity joint venture. On 27 December 2013, the Company was converted
into a foreign invested joint stock limited liability company, and was renamed
as Yangtze Optical Fibre and Cable Joint Stock Limited Company*. On the
same date, the Company's equity was converted into 479,592,598 ordinary
shares with a par value of RMBI.00 each. The substantial shareholders of the
Company include China Huaxin, Draka and Yangtze Communications.

The Company's H shares were listed on the Main Board of The Stock
Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange™) on 10
December 2014. On the same date, the Company issued a total number of
159,870,000 H shares with a par value of RMB1.00 each at a price of HK$7.39
per H share by way of public offering of the Company's H shares to Hong
Kong and overseas investors.

On 18 December 2015, the Company completed the issuance of domestic
shares and H shares to certain directors and selected employees and the
Private Placement of H shares to four independent professional institutional
investors. A total number of 42,652,000 shares (including H shares and
domestic shares) with a par value of RMBI.00 each were issued at a
subscription price of HK$7.15 per share.

On 29 June 2018, the China Securities Regulatory Commission issued “Zheng
Jian Xu Ke [2018] No.1060" Approval in Relation to the Initial Public Issuance
of Shares by Yangtze Optical Fibre and Cable Joint Stock Limited Company*
and approved Yangtze Optical Fibre and Cable Joint Stock Limited Company*
to publicly issue no more than 75,790,510 new shares. Based on the above
approval, the Company completed the initial public offering of A shares and
the A shares of the Company were listed on the Shanghai Stock Exchange on
20 July 2018. The new A shares of 75,790,510 shares, with a nominal value of
RMBI.00 per share were issued at the offer price of RMB26.71 per share. After
the initial public offering of 75,790,510 A shares of the Company, the registered
capital rose from RMB682,1 14,598 to RMB/57,905,108. The total share capital
changed from 682,114,598 shares to 757,905,108 shares.

*  For identification purposes only
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Financial Highlights
MBREE

For the year ended 3| December 2018, the Group's operating results were as BE_Z-\F+_A=T—BLEE FEENK
follows: BEEWT

® Total revenue was RMBI [,359.8 million, increased by approximately 9.6%. o BRARBARMI13598FETT » HEIBLAE.6% °

*  Gross profit and gross profit margin were RMB3,228.4 million and 28.4%, s ENMKREMNESHNAARKEIN4BE TR
respectively. 28.4% °

*  Profit for the year attributable to equity shareholders of the Company o ARAEZFHEABREFAMNBR/ARE489.2
was RMBI,489.2 million, increased by approximately 17.4%. BB EEANRI174% -

® The Group's revenue from domestic business increased by approximately o BEFHE  AREREEANEBHRALE ML

2.9%, when compared with the prior year. The Group's overseas revenue R29% - BEAFHE - REEREBINEBHWR
increased by approximately 62.5%, when compared with the prior year. ANIE NI/ 62.5% °

®  The Board recommended the payment of a final dividend of RMBO.25 per s EFERERTEE_T-/\F+_HA=+—H
share (before tax) for the year ended 31 December 2018. IEFE 2 RERFGRA RS 025 T(BRELAT) ©
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Financial Highlights
MHREE
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Financial Highlights
MBREE

FIVE-YEAR FINANCIAL SUMMARY EEREEE

Year ended December 31
BE+t-A=+—-HLEE
2014 2015 2016 2017 2018
“T-NF —T—RHF TR F —T—+F ZB-N\F

Operating Result KeXE
Gross profit margin EHE 19.5% 19.5% 207% 269% 28.4%
Net profit margin JEHE 8.5% 8.2% 8.6% 11.9% 13.1%
Return on equity() BB (1) 22.1% 16.7% 17.1% 24.9% 21.5%
Financial Position BRI
Net cash from operating RETBHEENEFHE

activities (RMB' 000) (AREFT) 200,178 553275 1307219 1737870 565,351
Total assets (RMB'000) BEEEENRETT) 6571616 7555554 8166344 9167764 12,885,882
Total non-current assets FERBEELTE

(RMB' 000) (ANRETFT) 1982623 2559113 3544549 3938869  5397,82I
Total current assets (RMB' 000) RBEERB(ARETIT) 4588993 499441 4621795 5228895 = 7,488,061
Total liabilities (RMB'000) BERBEAEBTT) 3679625  3851,132 3742796 3681936 4,509,553
Total non-current liabilities FERBEEESE

(RMB'000) (ANEBFT) 1,095,358 874266 1,107,032 734312 1,159,524
Total current liabilities (RMB'000) B AEBE(ARETIT) 2584267 2976866 2635764 2947625 3,350,029
Net Assets (RMB'000) FEEARBTT) 2891991 3704422 4423548 5485828 8,376,329
Gearing ratio BEERLE(RE) 16.4% 11.1% 7.4% -15.0% -15.8%
Working Capital Cycles LELESEMS
Average trade and bills 9 R R

receivables tumover days(2) LEBEEXRH () 1037 1032 933 789 93.8
Average trade and bills payable SRSl ANE

turnover days(3) PESIEIEPN (E) 56.3 522 492 53.6 64.1
Average inventory tumnover days(4) F3977 & E# K& (4) 56.6 463 375 33 38.7
Operating Efficiency LEME(ERABDLL)

(percentage of revenue)
Selling expenses HEER 2.1% 2.4% 2.5% 29% 3.4%
Administrative expenses EEER 7.1% 7.3% 82% 9.3% 5.7%
R&D expenses g M 4.5%
Financial expenses FBER 09% 1.9% 4% 0.8% 0.4%
Fffective tax rate BERHE 12.7% 11.6% 12.6% 14.7% 10.9%
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Financial Highlights
MHREE

(1) Calculated using the profit for the year divided by average total equity on
an annualised basis, multiplied by 100%.

(2) Average trade and bills receivables turnover days are based on the
average balance of trade and bills receivables divided by revenue for the
relevant year and multiplied by 365 days. Average balance is calculated as
the average of the beginning balance and ending balance of a given year.

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

(4) Average inventory tumnover days are based on the average balance of
inventory divided by cost of sales for the relevant year and multiplied by
365 days. Average balance is calculated as the average of the beginning
balance and ending balance of a given year.

(5) The above charts and summary table are based on the information in the
financial statements of the Company prepared in accordance with the
CASBE and audited by KPMG Huazhen LLP.
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Chairman’s Statement
EERKE

Smart Link Better Life.

Dear Shareholders,

2018 marked the 40th anniversary of the reform and opening-up policy of
China. The unprecedented changes in the optical telecom industry reflected
the development of these 40 years. The year 2018 was also the 30th
anniversary of the Company. The Company reported again to President Xi
about the operation performance and results. With a sound market condition,
the Company focused on its main businesses, stuck to innovation to drive
development, and boosted its continuous growth. The revenue exceeded
RMBI 1.0 billion, net profit also reached new record, setting the best results in
the Company's history.

On the one hand, the Company consolidated its superior resources and
actively optimised its capacity layout. The Phase Il and Phase Il Capacity
Expansion Projects of Yangtze Optical Fibre (Qianjiang) Co,, Ltd. in relation to
the industrialization of the self-produced preforms and the optical fibres were
on schedule, which would further promote the cost advantage in the value
chain and the supply capability. On the other hand, the Company continued
to lower costs and improve efficiency. Under overall planning, the Company
gained substantial benefits in production in terms of less energy consumption
and improved vield rates and efficiency, comparing with that in 2017.

BRIRR -
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Chairman’s Statement
EERBRE

Technological innovation leads the direction of the Company. Focused on
organisation, markets, system, process, technology and products, the Company
has built an innovative development system and gained significant results. The
Company won the 2nd Class of National Science and Technology Award'
for the third time and maintained its leading position in R&D and application
of new types of products. In the meantime, the Company, together with
School of Mechanical Science & Engineering of Huazhong University of
Science and Technology, and the Industrial & System Engineering Department
of Virginia Tech, established a Smart Manufacturing Academy to facilitate
innovative applications of smart manufacturing and to nurture talents in the
field. The Company was also selected in the first batch of Industrial Internet
Demonstration Projects as the only company in Hubei Province.

In terms of internationalisation, PT. Yangtze Optics Indonesia completed
its construction within 12 months and began operation, which set a new
record in the Company's internationalisation speed. In the meantime, multiple
sales companies in Thailand, the Philippines, Indonesia and Singapore were
established, which significantly enhanced overseas sales and services ability.
With relentless efforts, the Company's overseas revenue grew substantially. In
both 2017 and 2018, the growth rate exceeded 60%.

In terms of relevant diversification, the active optical cable products of the
Company were widely recoganised by the market. In cabling solutions for data
centers, the Company provided all-optic connection solutions that support high
density and low loss cabling connections, which can improve the efficiency and
reliability of data transmission in data centers. The Company's smart solutions
for public service sectors made breakthroughs, FTTH EPC projects were
implemented in some overseas markets, and consulting and services businesses
were recoganised by customers. The Company also formed a joint venture
with Baosheng Technologies, a domestic leading power cable manufacturer,
and entered submarine cable businesses.

In July 2018, the Company was successfully listed on Shanghai Stock Exchange
and became the first A&H dual-listed company in Hubei Province. In December
2018, the Company was rebalanced into SSE 380 Index. In Hong Kong stock
market, the Company was awarded with 2018 “Golden Wing Award" as
valuable Hong Kong stock connect company and won Annual Listed Enterprise
Award for consecutively 3 years from Bloomberg Businessweek/Chinese
Edition. The Company was well recoganised by Hong Kong and Shanghai
capital markets.

8 Yangtze Optical Fibre and Cable Joint Stock Limited Company
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Looking ahead, the scale construction of 5G network is approaching, which
would bring new opportunities in the optical telecom industry. Facing a
promising market in the future and a more competitive environment in
2019, the Company would closely focus on its long-term strategies and key
customers. While realising an organic growth of optical fibre preform, optical
fibre and optical fibre cable, the Company would further explore overseas
markets and promote relevant diversification to create more value for
shareholders and customers, and create a future of Intemet of Everything with
every stakeholder.

At last, on behalf of the Board of Directors, | hereby express my sincere
gratitude for the outstanding contribution made by the management and
each employee of the Company, and also for the concern and supports from
shareholders, customers, suppliers, business partners and the community.

Ma Jie
Chairman

Wouhan, China
22 March 2019
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President’s Report

Smart Link Better Life.

Dear shareholders,

[t is my honor to report to you our operating performance for 2018.

FINANCIAL PERFORMANCE

In 2018, the Group's total revenue was RMBI1,359.8 million, increased by
9.6% compared with last year. The continuous growth was mainly because the
Company seized the market opportunity of stable demand for optical fiber and
optical fibre cable, utilized our supply advantages to improve capacity structure
and production efficiency, and achieved better results in both domestic and
overseas markets. In 2018, our profit for the year reached RMBI,488.0 million,
increased by 20.5%, and the basic earnings per share was RMB2.09.

BUSINESS DEVELOPMENT

To accelerate the construction of telecom infrastructure and boost digital
consumption, Chinese government announced stimulus policies and set targets
such as all optic network in urban areas, optical fibre access in rural areas and
5G deployment, which would bring new opportunities for optical fibre and
cable industry. Applications such as mobile payment, mobile transportation, live
broadcast and mobile ordering resulted in high growth of data consumption.
In 2018, the mobile data consumption reached 71.1 billion GB, a 189.1%
increase compared with last year. Moreover, cloud computing and increased
data stream required better optical fibre network within cities, in trunk lines,
international links and submarine networks. All these will drive the future
demand for optical fibre and cable.

1 O Yangtze Optical Fibre and Cable Joint Stock Limited Company
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The first phase of YOFC Qianjiang S&T park reached full capacity and the
second phase finished construction. With improved supply, the Group grasped
market opportunities, optimised capacity structure among different processes,
and increased the production volume of optical fibre preform and optical fibre.

In 2018, the revenue of optical fibre preform and optical fibre decreased by 0.2%
compared with last year and accounted for 41.3% of total revenue; the revenue
of optical fibre cable grew by 13.7% compared with last year and accounted for
50.4% of total revenue. Throughout the year, with the further implementation
of Broadband China strategy, the Chinese telecom operators continued to
build scaled fixed network and prepare for the 5G deployment. Moreover, with
the increasing demands from broadcasting companies, the demand in optical
fibre cable market remained stable.

In 2018, the revenue of other products and services increased by 49.9%
compared with last year and accounted for 8.3% of the total revenue. With
the coming information era, those countries with under-developed telecom
infrastructure were promoted network construction, and the overseas
consulting and services businesses had huge markets. Our consulting and
services businesses also grew rapidly. Moreover, with the development of
informationalisation in military, electric and other fields, the specialty fibre
business of our Company realized stable growth.

Meanwhile the Company took global opportunities and explored more
overseas markets. In western Europe, North American and Indian markets,
demand for optical fibre and cable remained strong because of mass scale
FTTH plans. The Group's overseas revenue reached RMBI,886.0 million,
increased by 62.5% compared with that in 2017.

In 2018, the Company successfully finished the initial public offering of A shares
in Shanghai Stock Exchange and became the first dual-listed company in optical
fibre and cable industry and in Hubei Province.

MARKET DEVELOPMENT

The Company not only solidified its leading position in the domestic optical
fibre and cable market, but also further implemented internationalisation
strategy and continued to expand overseas markets, developed relevant
diversification businesses and products, enlarged customer basis and market
opportunities, and promoted the continuous and healthy growth of the
Company.
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President’s Report

Optical fibre preform, optical fibre and optical fibre cable are main businesses
of the Group and are the core driver of its development. In 2018, the
Company further optimised VAD and OVD manufacturing processes and
further strengthened self-supply and cost advantages of optical fibre preform.
On the other hand, the Group solidified its leading market position. With
more severe market competition, the Group used its advantages in brand and
costs to secure global leading market position. Meanwhile, the Group utilised
technical marketing, coordinated sales, marketing and R&D and promoted the
implementation of Ultra Low Loss G.652 optical fibre in national grid, which
broke the monopoly of foreign companies. The Group also promoted the
application of high-end OM5 multi-mode optical fibre in data center of China
Railway, which built new drivers for future growth.

In 2018, the Group continued to implement internationalisation strategy. The
export sales volume of optical fibre and cable exceeded 7.5 million fkm and
realised a growth rate of 69.8% compared with that in 2017. The Company
was awarded with 2018 Core Global Supplier Golden Award' by Huawei.

QUALITY ACHIEVEMENTS TO LEAD THE INDUSTRY

After 2005 and 2017, the Group eamed the 2nd Class of National Science and
Technology Progress Award' again, and was the only company in the optical
fibre and cable industry to earn this award three times. In 2018, the Group
won Global Excellence Award 2018 from the European Foundation for Quality
Management (EFQM), and was the first Chinese company to win this award.

OUTLOOK FOR 2019

In 2019, facing a more challenging market environment, the Company will focus
on medium to long-term development strategies and implement the strategies
to realise a healthy growth and create value for shareholders and customers,
specifically as follows:

Promote organic growth of optical fibre preform, optical fibre and optical
cable business: the Company will steadily optimise the capacity structure of
optical fibre preform and optical fibre, enhance production efficiency and lower
manufacturing costs. The Company will explore more customers overseas and
strengthen its sales basis to ensure sustainable growth in the long term.

1 2 Yangtze Optical Fibre and Cable Joint Stock Limited Company
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Strengthen technology innovation and intelligent manufacturing: the Company
will optimise innovation and R&D mechanism, integrate internal and external
technological resources and develop more potentially competitive products
and solutions. The Company will also enhance our intelligent manufacturing
ability to further lower costs.

Deepen the internationalisation strategy: The Company will ensure the solid
operation of the overseas production bases and optimise overseas layout. In
the meantime, the Company will strengthen its localised sales platforms and
marketing abilities to promote a continuous growth in the overseas markets
and further develop global consulting and services businesses and EPC projects.

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

The Company also began to prepare an optics industrial fund and planned to
utilise its technological advantages in the optical telecom industry to consider
investments in the value chain.

Zhuang Dan
Executive Director and President

Wouhan, China
22 March 2019

President’s Report
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Major Products and Solutions
TEEmKERHE

Optical Fibre Preform Optlcal Fibre Optical Fibre Cable
KRBFERE bt}

N
4

® Feed materials from which optical fibres Solid strands of hair-thin, high quality glass ®  Optical fibres bundled together into cables

are drawn
o LENAARMF o REH4#HA SmEEBRIA o HETRKREKIE
® The most technological part within the ®  Electrical signals are converted into light ® Bundled fibres were encased in protective
entire value chain waves and transmitted through optical jackets
fibre
o BEEXBTIRMZEZSNMY o BEREBCAXREEXGETEE o KRREOLEENTINERE
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Specialty and Multi-Mode Fibre and Cable
RERSELEXE

Specialty fibres are custom designed for
demanding applications and environment
such as mining, aerospace, and medical
industries
HRCARBEEPHEREK - AIA
REBHERE - PIIEE - MK - BE
FR

We also provide integrated service
solution using specialty fibre and cable
P R RN BN ENGFE R
%

Multi-mode fibre can meet high-
performance demands for connection
applications in short-distance transmission
scenarios, such as data centers
SRR R BB D E R ERES
R THERER

Major Products and Solutions

Cabling Solutions and Integration Services

RefhRRERRE

Wire and cables, connectors and modules  ®
are applied as an integrated system in data
centers, industrial control, FTTx, etc.

BAREMAE  ERSMERER o
E - URMERRES - BREEDL
TEREH - AEREAFES

Service solutions to deploy optical access ®
network in FTTx projects

JBE AFTIx TI2IR B 0O IR BRIRTT o

ES

TEEmRERBE

Active Optical Cables (AOC)
BRXE (AOC)

AOC are primarily used to connect
between consumer electronic devices, and
between devices in personal computing and
in data centers
AOCTIERARERHEETEM &
FERLHEE

AOC can significantly enhance transmission
speed and save energy
AOCTHINRE RS BRRE - BiHK

E=RPAVAN
EHR

UBS 3.0 and HDMI cables can provide fast
transmission with stable signals and can
realise plug-and-play

USB 3.0 HDMIGEEREERAEE
FIETE - ATEIREEEA

Annual Report 3§ 1 5

2018



Key Milestones In 2018
2018FEEM

With stable market sentiment and our relentless endeavours, we have attained
several milestones and further solidified our position in the whole value chain.

&FFE%%%F%ﬂﬁﬂ$mmﬂﬁ BMERT
BREEANERE  YEETRMAEZERBPHOA -

Technology Breakthroughs Honours
Rl = RE

YOFC's Ultra Low Loss G.654.E optical fibres set world's records  ®
in 2.5G and 10G system transmission without repeaters;

RRAAIG654E[ = B @HB®E LB R TEBE25GHM o
10G R EP B ERH M RLEk

High-end OM5 multi-mode optical fibres were successfully
deployed in data center of China Railway.

ABERL e

=% % K8 OMS L&A T e FA A /R B 38 K 4R

YOFC won the class two “National Science and Technology
Progress Award" for the third time in 2018;

RRAR -/ \FEZRREHAZHBRINES —F&

YOFC, as a first Chinese company, won Global Excellence Award
2018 from the European Foundation for Quality Management
(EFQM),

ERAAERE-RTELERERNEER -

Internationalisation Influence
Rt A 3

PT. Yangtze Optics Indonesia finished construction within 12

months and began operation in the beginning of 2018, which set a
new YOFC speed in intemationlisation.

—E-N\FENRRNDEBEERIBME -
BARRF LARENRRRREBRIRE

Successfully penetrated close to 20 key customers of optical fibre ®

and cable overseas;

RNRBGE = AR BB/ TP .

Overseas revenue kept growing at more than 60% for two

years in 2017 and 2018.
—tR-E— G

FEEER -

BREBINEBWARE 60% A
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In July 2018, YOFC successfully completed the A shares offering
in Shanghai Stock Exchange and became the first A&H dual-listed
company in Hubei Province.

T—\FLH RROAKDNTHRARETLE LBE
FRPAEE LT - KAPILE BERKASHR MM £
N

YOFC's state key laboratory was awarded with “Excellent State Key
Laboratory” in evaluation from Ministry of Science and Technology.
HENERBRTEREHERERBHRPEALNEE
HEEBRENE  BEHES



Management Discussion and Analysis

OVERVIEW

During 2018, the growth of the market demand slowed down compared with
that in 2017, while the capacity from suppliers was expanded. The shortage
of optical fibre preforms in the industry was alleviated. The change of the
supply and demand relationship resulted in a stabilised average selling price.
The Group continued to strengthen its competitive advantages in optical fibre
preforms, optical fibres and optical fibre cables segments and maintained its
leading position in domestic telecommunication market. The Group had also
been deepening the internationalisation strategy and constantly expanding
in overseas markets. Meanwhile, the Group continued to extend to both
upstream and downstream of the industry chain, actively expand diversified
services, promote its new products and increase the coverage of customers
and market. In the midst of a stabilised market, the Group was able to realise a
growth rate above its market peers.

During the year under review, the Group's revenue reached another year of
record high to approximately RMBI 1,359.8 million, increased by approximately
9.6% as compared to 2017 of approximately RMBI10,336.1 million. The Group
reported a gross profit of RMB3,228.4 million, increased by approximately
15.7% as compared to 2017 of approximately RMB2,789.2 million. The Group's
profit for the year attributable to the equity shareholders of the Company
amounted to approximately RMB1,489.2 million, increased by approximately
17.4% as compared to 2017 of approximately RMB,268.4 million.

Basic earnings per share was RMB2.09 per share (2017: RMBI.86 per share),
which was calculated based on the weighted average number of shares issued,
further details of which are set out in note V.46 to the audited consolidated
financial statement as set out in the annual report.

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

The year 2018 marked the Group's 30th anniversary of establishment. Through
30 years of introduction, digestion, absorption and innovation, the Group
has grown from a production plant that relied on foreign technology to a
market leader with self-owned core technology. The Group also successfully
completed the A share public offering and became the first dual-listed company
in the industry and in Hubei province.

REVENUE

The Group's revenue for the year ended 31 December 2018 was
approximately RMBI1,359.8 million, representing an increase of 9.6% as
compared to 2017 of approximately RMB10,366.1 million.

EEENWR D
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Management Discussion and Analysis

EEENWR D

By product segment, a total revenue of approximately RMB4,691.2 million
was contributed from our optical fibre preforms and optical fibres segment,
representing a decrease of 0.2% as compared to 2017 of approximately
RMB4,702.9 million and accounting for 41.3% (2017: 45.4%) of the Group's
revenue; while a total revenue of RMB5,726.7 million was contributed by our
optical fibre cables segment, representing a growth of 13.7% as compared to
2017 of approximately RMB5,034.9 million and accounting for 50.4% (2017:
48.6%) of the Group's revenue. The substantial growth in the Group's total
revenue was mainly due to the ramp up of mobile network infrastructure
construction by the three State-owned Telecommunication Operators and
announced by the PRC government, which provided positive catalysts to the
demand for optical fibres and optical fibre cables.

A total revenue of approximately RMB941.9 million was contributed by others,
representing an increase of 49.9% as compared to 2017 of approximately
RMB628.3 million and accounting for 8.3% (2017: 6.0%) of the Group's
revenue. The increase was mainly attributable to the increase in income from
cabling solutions, which grew significantly by 89.4% as compared with 2017.

By geographical segment, a total revenue of approximately RMB9,473.8 million
was contributed by domestic customers, representing an increase of 2.9%
(2017: 24.3%) as compared to 2017 of approximately RMB9,205.8 million
and accounting for 83.4% of the Group's revenue. During 2018, the domestic
revenue for optical fibre cables grew by 3.7% while the optical fibre preforms
and optical fibres decreased by 4.3%. For overseas market, a total revenue
of approximately RMB1,886.0 million was reported in 2018 representing
a substantial increase of 62.5% (2017: 65.0%) as compared to 2017 of
approximately RMBI,160.3 million and accounting for approximately 16.6% of
the Group's revenue. The growth in overseas revenue was mainly driven by
optical fibre cables, which showed an increase of 73.9% in revenue.

During 2018, the Group had achieved strong business development in both
domestic and overseas telecommunications operator markets which was one
of the key stimulators for the significant growth in the Group's revenue.

COST OF SALES

The Group's cost of sales for the year ended 3| December 2018 was
approximately RMB8,131.3 million, representing an increase of 7.3% as
compared to 2017 of approximately RMB7,576.9 million and accounting for
71.6% of the Group's revenue. The increase in cost of sales was lower than our
growth in revenue, which was mainly due to the optimisation of the Group's
capacity structure and the optical fibre preform manufacturing processes, as
well as the improvement of production efficiency.

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.

1 8 Yangtze Optical Fibre and Cable Joint Stock Limited Company
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Management Discussion and Analysis

In 2018, the Group's total raw material costs was approximately RMB7,243.9
million, representing an increase of 7.5% as compared to approximately
RMB6,735.7 million in 2017.

For the year ended 31 December 2018, the Group's manufacturing overheads
and direct labour cost amounted to approximately RMB885.0 million,
representing an increase of 5.5% as compared to RMB838.6 million in 2017.

GROSS PROFIT AND GROSS PROFIT MARGIN

For the year ended 31 December 2018, the Group reported a gross profit
of RMB3,228.4 million, representing an increase of 15.7% as compared to
RMB2,789.2 million in 2017 and the gross profit margin increased to 28.4% in
2018 (2017: 26.9%). The increase in gross profit margin was mainly due to the
changes in sales structure, optimisation of capacity structure and improvement
in manufacturing processes.

SELLING EXPENSES

The Group's selling expenses for the year ended 31 December 2018
were RMB385.3 million, representing an increase of 26.4% as compared to
RMB304.9 million in 2017. The increase was mainly due to the increase in
salary expenditures due to the increase in sales staff and more optical fibre
cables were sold during the year which resulted in higher transportation costs.

ADMINISTRATIVE EXPENSES

The Group's administrative expenses for the year ended 31 December 2018
were RMB646.9 million, representing an increase of 14.4% as compared to
RMB565.3 million in 2017. The increase was mainly because of the increase in
staff costs as well as administrative expenses incurred by the newly established
subsidiaries.

R&D EXPENSES

The Group's R&D expenses for the year ended 31 December 2018 were
RMB516.8 million, representing an increase of 28.3% as compared to
RMB402.8 million in 2017. The increase was mainly because of the strength of
the Company's research in core technology.

FINANCIAL COSTS

The Group's financial expenses for the year ended 31 December 2018 were
RMB40.1 million, representing a decrease of 48.6% as compared to RMB78.2
million in 2017, which was mainly because of foreign exchange loss from the
re-measurement of those foreign currency liabilities, mostly in foreign currency
denominated bank loans. During the year, the Group continued to restructure
its bank loan by borrowing more RMB loans in order to decrease the net
foreign exchange losses from the exchange depreciation of RMB against the
foreign currencies. As at 31 December 2018, 81.8% of the bank loans was in
RMB, 4.09% was in US Dollar and 14.2% was in HK Dollar.

EEENWR D
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Management Discussion and Analysis
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The interest rates of the bank loans in 2018 ranged from 1.20% to 5.70% per
annum (2017: 1.20% to 5.00% per annum), while the annual effective interest
rate for the borrowings in 2018 was 4.14% (2017: 4.03%).

INCOME TAX

The Group's income tax for the year ended 31 December 2018 was RMBI81.5
million, representing a decrease of 14.5% as compared to RMB212.3 million in
2017. On the other hand, the effective tax rate decreased from 14.7% in 2017
to 10.9% in 2018. Details of the preferential tax treatments of the Company
and certain subsidiaries were set out in note V.2 to the financial information
contained in this annual report.

CAPITAL EXPENDITURES

During the year, the Group incurred capital expenditures of approximately
RMBI,333.3 million (2017: RMB494.7 million) in total, involving the purchase
of fixed assets, construction-in-progress, intangible assets, which were mainly
related to the enhanced production capacities of three major products at
home and abroad as well as the enhanced production efficiency of existing
optical fibre preforms and optical fibre equipment.

USE OF PROCEEDS FROM THE INITIAL PUBLIC OFFIERING OF
A SHARES

The A shares of the Company were listed on Shanghai Stock Exchange on 20
July 2018. The net proceeds from the issue of the A shares (after deducting
the underwriting fees and A share issue expenses) amounted to approximately
RMBI,894.3 million. As at 31 December 2018, the proceeds of approximately
RMBI,257.7 million were used in the following items:(1) The Il and Il Phase
of capacity expansion for self-made optical fibre preform and optical fibre
industrialisation in Yangtze Optical Fibre (Qianjiang) Limited Company occupied
approximately RMB763.4 million; (2) Repayment of bank loans occupied
approximately RMB300.0 million; (3)Replenishment of working capital occupied
approximately RMB194.3 million. The remaining procceds of approximately
RMB636.6 million would still be specially used in the Il and Ill Phase of capacity
expansion for self-made optical fibre preform and optical fibre industrialisation
in Yangtze Optical Fibre (Qianjiang) Limited Company.

GEARING RATIO

The Group monitors its leverage using gearing ratio, which is net debts divided
by total equity. Net debts include all bank loans less cash and cash equivalents.
The Group's gearing ratio as at 31 December 2018 was -15.8% (2017: -15.0%).
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Management Discussion and Analysis

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 2018.

EEENWR D

RERBOW
TREIBEEBE—_T-N\F+_A=t—HLF
EzatReRERETRERENE

2018 2017

—2-N\F —F—+F

AR®RT AR

Net cash generated from operating activities RETBHELNFRS 565,350,945 ,737,869,941
Net cash used in investing activities REZHEANERSE (1,530,096,247) (380,963,679)
Net cash generated from/(used in) financing activities RMEEHEL/(ERNFRE 1,783,529,696 (980,582,610)

Effect of foreign exchange rate changes
on cash and the equivalents

ExEHHRe MRESFEVNRFE

9,678,488 (4,385,119)

Net increase/(decrease) in cash and cash equivalents

Re MRSSEME TR

828,462,882 371,938,533

The net cash generated from the Group's operating activities decreased by
approximately RMBI,172.5 million. The reason was that the shortage was
alleviated in the market and the customers no longer pay in advance to ensure
delivery. Thus the payment terms retumed to normal status, resulting in a net
increase in trade and bills receivable and trade and bills payable of the Group
during the year.

The net cash used by the Group's investment activities increased by
approximately RMBI,149.1 million, which was mainly due to the investment
in Yangtze Optical Fibre (Qianjiang) Co., Ltd's capacity expansion projects of
optical fibre preforms and the cash outflow for the construction of fixed assets
and investment in the associates increased significantly from the previous year.

Net cash generated from the Group's financing activities increased by
approximately RMB2,764.1 million, which was mainly due to net proceeds from
the initial public offering of A shares amounted to approximately RMBI,894.3
million.

Cash and cash equivalents as at 31 December 2018 were cash at banks and
in hand, which were mainly in RMB, US Dollars, South African Rand, Euro, HK
Dollars and Indonesian Rupiah.

NET CURRENT ASSETS

As at 3| December 2018, the Group's net current assets was RMB4,138.0
million, increased by RMBI,856.7 million from RMB2,281.3 million as at 3|
December 2017. The increase in net current assets was mainly due to cash
and cash equivalents, trade receivables and bills receivable increased by
approximately RMB1,878.9 million.
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Management Discussion and Analysis

EEENWR D

BANK LOANS

As at 31 December 2018, the Group's bank loans were RMBI,357.3 million,
representing an increase of RMB379.0 million from approximately RMB978.3
million as at 3| December 2017. As at 31 December 2018, 39.4% of the
Group's bank loans were floating-rate loans and 60.6% were fixed-rate loans.
Among the Group's bank loans, 14.2% were Hong Kong dollar loans, 4.0%
were US dollar loans, and the remaining 81.8% were RMB loans.

COMMITMENTS AND CONTINGENCIES

As at 31 December 2018, the Group's outstanding capital commitments on
fixed assets were approximately RMB2,227.3 million (2017: approximately
RMB2,495.1 million), and equity investment was approximately RMB26.3 million
(2017: approximately RMB325.5 million). Out of the total amount of unsettled
commitments as at 3|1 December 2018 of approximately RMB2,253.6 million
(2017: RMB2,820.6 million), a total amount of approximately RMB493.4 million
(2017: approximately RMB551.7 million) were contracted, and the balance of
approximately RMBI,760.2 million (2017: approximately RMB2,268.9 million)
were authorized but not yet contracted by the Board.

As at 31 December 2018, the Group did not have any material contingent
liability.

CHARGE ON ASSETS

As at 31 December 2018, the Group's plants and buildings with a cost of
RMB51.3 million and land use rights with a cost of RMB27.1 million were
pledged as collaterals to secure the Group's credit line.

FUNDING AND TREASURY POLICY

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

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES

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

During the year, the Group suffered mainly from the unfavourable fluctuations
in exchange rate movements between RMB and US Dollars or Euro, which
resulted in net foreign exchange losses of RMB12.4 million.
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Management Discussion and Analysis

During the year, the Group entered into several currency structured forward
contracts to reduce our foreign currency risks. The Group will closely monitor
the ongoing movements on exchange rates and will consider entering into
other hedging arrangements.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2018, the Group had approximately 4,499 full-time
employees (2017: 4,075 full-time employees). The Group has designed an
annual evaluation system to assess the performance of its employees. Such
system forms the basis of determining whether an employee should be entitled
to salary increments, bonuses or promotions. The salaries and bonuses that
the employees received are competitive with market rates. The Company has
been in compliance with the relevant national and local labor and social welfare
laws and regulations in China.

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

OFF-BALANCE SHEET ARRANGEMENTS

As at 31 December 2018, the Company discounted and endorsed certain
bank bills receivable with a carrying amount of approximately RMB152.4
million (2017: RMB225.1 million) to certain commercial banks in China and its
suppliers.

FORMATION OF NEW OVERSEAS PRESENCES
YOFC INTERNATIONAL (SINGAPORE) PTE. LTD.

On 28 February 2018, Yangtze Optical Fibre and Cable Company (Hong
Kong) Limited (“YOFC Hong Kong"), a subsidiary of the Company, established
YOFC INTERNATIONAL (SINGAPORE) PTE. LTD. (“YOFC Singapore”) in
Singapore. Its scope of business includes general wholesale import and export
(import and export of tradable telecom equipments) and other unclassified
business activities related to telecom. YOFC Singapore is 100% owned by
YOFC Hong Kong and its paid-up share capital is USD8 million. During the
year, YOFC Hong Kong had contributed USD 1.2 million.

FORMATION OF NEW DOMESTIC PRESENCES
YOFC Gas (Qianjiang) Co., Ltd.

On 21 March 2018, Yangtze Optical Fibre (Qianjiang) Co., Ltd. (the “YOFC
Qianjiang”), a subsidiary of the Company, established YOFC Gas Qianjiang
Co, Ltd. (the "YOFC Gas") in Hubei province. lts scope of business includes
production and sales of vapour, chemical raw materials (excluding hazardous
chemicals, precursor chemicals and monitoring chemicals) and the technical
service of the above products. YOFC Gas is 100% owned by YOFC Qianjiang
and its paid-up share capital is RMB80 million. During the year, YOFC Qianjiang
had contributed RMB72 million.
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Management Discussion and Analysis

EEENWR D

AVIC Baosheng Ocean Engineering Cable Company

AVIC Baosheng Ocean Engineering Cable Company (the “Baosheng Cable")
was established on 26 August 2015. Its scope of business includes wires,
cables, accessories, components and the design, development, production,
sales, installment, technical consulting service of various submarine projects
and equipments. Self-conducted and proxy for exports and imports of various
products and technologies. (Projects that must be approved according to law
shall be approved by the relevant departments before the operation). Baosheng
Cable is a joint venture between the Company and Baosheng Science and
Technology Innovation Co,, Ltd. (the “Baosheng Technology”). The Company
holds 30% of total shares and Baosheng Technology holds the remaining 70%
of the total shares. Its paid-up share capital is RMBI,000 million. In May 2018,
the Company had contributed RMB300 million.

Baosheng YOFC Marine Engineering Company Ltd.

On | June 2018, the Company, together with Baosheng Technology,
established Baosheng YOFC Marine Engineering Company Ltd (the “Baosheng
YOFC") in Jiangsu. Its scope of business includes the construction of submarine
projects, sales of submarine cables, optical cables, composite cables, specialty
submarine cables, direct current cables, high voltage cables, umbilical cables,
trailing cables, OPGW cables, other power cables and their accessories, the
installment, construction, technical consulting services of various submarine
projects and equipments. (Projects that must be approved according to
law shall be approved by the relevant departments before the operation).
Baosheng YOFC is a joint venture between the Company and Baosheng
Technology. The Company holds 51% of the total shares of Baosheng YOFC
and Baosheng Technology holds the remaining 49% of the total shares. Its
paid-up share capital is RMB100 million. During the year, the Company had
contributed RMB3.57 million.

The establishment of all the above associates and subsidiaries as disclosed
under the sections headed “Formation of New Overseas Presence” and
“Formation of New Domestic Presences” did not constitute notifiable
transactions or connected transactions of the Company under Chapter 14
and Chapter [4A of the Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”).
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Management Discussion and Analysis

OUTLOOK

In 2019, the market would be more complicated with severe competition.
Before the mass construction of 5G infrastructure, the growth rate of the
demand from the major domestic customers, the three state-owned telecom
operators would slow down and the market would stabilise. However,
attracted by the high profitability in last two years and the potential 5G related
demands in the future, the suppliers expanded their capacity, which resulted in
a change of supply and demand relationship. The shortage in supply of optical
fibre preforms was alleviated, while there was an oversupply of the optical
fibres and optical fibre cables. In March 2019, China Mobile announced its
central bidding for common optical fibre cable. Due to the fierce competition,
the published average selling price for 2019 decreased significantly compared
with that in 2018. According to the announcement of bidding candidates,
the Company won 4.39% of the bidding and ranked number 6. The bidding
would have a negative effect on the Group's revenue and profitability. The
overall impact from the central bidding of China Mobile on the Chinese and
global optical fibre and cable industry and market needs to be further analyses.
Facing challenges, the Group would adhere to its mid to long term strategies
and focus on the key segment in the value chain. Apart from realising organic
growth of optical fibre preforms, optical fibres and optical fibre cables, the
Group would explore overseas markets and promote relevant diversification to
generate value for shareholders and customers.

The Group aims to ensure its leading position in main businesses and solidify
foundation for future growth. In 2019, the Group would fully utilise its
advantages in technologies and capacity structure to gain more customers
in the optical fibre preform and optical fibre segment, which has the highest
profitability and entry barrier. On one hand, the Group would focus on both
domestic and overseas markets, take market opportunities, differentiate itself
with its leading technologies, branding and quality, and realise synergies within
the Group to gain leading positions in core segment within the value chain. On
the other hand, the Group would continue to optimise its capacity structure of
optical fibre preforms, increase production efficiency and lower costs.

In 2019, facing opportunities in relevant diversification fields, the Group would
gradually develop end to end comprehensive solutions based on customers'
demand and application scenarios. Through customer replication, products
extension and business extension, the Group would strengthen its businesses
such as cabling system, specialty optical fibre and components. Meanwhile,
under systematic planning and reasonable investment, the core competitiveness
of new diversification fields such as optic module and submarine cable would
be improved to promote their fast growth and to bring new drivers to the
Group's development.
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In 2019, facing a growing overseas market, the Company will focus on
internationalisation strategy and build regional centre based on sales offices,
and strengthen the coordination of production, supply chain and sales within
the Group and form a regional localized cooperative operation model.
Apart from optical fibre and cable, the sales capability for all series products
would be enhanced, together with the bidding and delivery abilities of mid to
large projects. The Company would always manage patents and intellectual
properties risks and ensure the implementation of strategic goals in overseas
market. The Group has won four independent orders from the domestic
broadband connection phase Il projects in Peru. The projects include network
design, deployment and maintenance. The total amount is expected to exceed
USD400 million. Meanwhile, the Group's EPC project in Philippines was
successfully implemented.

Innovation is the foundation of the Group's sustainable growth. In 2019, the
Group would continue to innovate in areas such as organisational structure,
operation management, new businesses incubation, technology development
to enhance core competitiveness. On the one hand, the Group would optimise
organisation structure based on market and realise fast end to end response.
On the other hand, the Group would focus on the construction of R&D
platform and strengthen the development of new technologies, new products
and new solutions, so as to lead the development of the Group with advanced
technologies and innovation. Moreover, based on the State Key Laboratory, the
Group would build an incubator platform for new businesses, together with the
operation of capital and investment of strategic resources, in order to promote
new drivers for future development.
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Directors’, Supervisors’ and Senior Management’s Profiles

EXECUTIVE DIRECTORS

Mr. Zhuang Dan (#£#%), age 48, has been appointed as an executive Director
of the Company with effect from 24 January 2017. Mr. Zhuang has been the
president of the Company since September 201 |. He is primarily responsible
for strategic development and planning, and day-to-day management of the
Company. Mr. Zhuang has more than 21 years of experience in the optical
fibre and cable industry. He joined the Company in March 1998 and served
as the manager assistant of the finance department primarily responsible
for financial management from March 1998 to April 2000, the manager of
the finance department primarily responsible for financial management and
providing comprehensive management and strategic decisions to the Company
from April 2000 to November 2001, and the chief financial officer primarily
responsible for overseeing the overall financial and accounting related matters
from November 2001 to September 201 I, consecutively. Mr. Zhuang obtained
a bachelor's degree in auditing from Wuhan University (ELZAZ) in July
1992, a master's degree in accounting from Wuhan University in June 1995, a
doctorate in accounting from Zhongnan University of Finance and Economics
(PRIFAEERZ) in June 1998, and a postdoctoral certificate in business
administration from Shanghai University of Finance and Economics (/881
AZRKE) in April 2001. Currently, he is a deputy to the |3th session of the
People's Congress of Hubei Province. He has received special government
allowance awarded by the State Council of the PRC.
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Directors’, Supervisors’ and Senior Management’s Profiles

ES ESKSAREBEAEHE

EXECUTIVE DIRECTORS (Contd)

Mr. Frank Franciscus Dorjee (38 ® f£%), age 58, has been an executive
Director since 19 December 2013. He has also been the Vice Chairman of the
Board during the first session of the Board and is a member of the Nomination
and Remuneration Committee of the Company. He is primarily responsible
for overall management of the Company's investment strategies and business
development. He joined the board of directors of YOFC as a director on 24
January 2011. Mr. Dorjee once joined the board of directors of Oman Cables
Industry (SAOG), a company listed on the Muscat Securities Market (Stock
Code: OCAV) in March 2012 and had been serving as the vice-chairman of
the board of directors for the period from July 2012 to | December 2014.
He has also been a member of the supervisory board and chairman of the
audit committee of Randstad Holding N.V., a company listed on the Euronext
Amsterdam (Stock Code: RAND), since April 2014. Since September 2016,
he has also been a member of the board of Supervisors and the chairman of
the audit committee of Koole Terminal BV (Zaandam, the Netherlands), an
international storage company providing logistic solutions. He has also been
member of the supervisory board of Fotowatio Renewable Ventures since
July 2017, a leading global developer of renewable utility-scale projects. Since
August 2017, he has also been a member of the Supervisory Board and the
Chairman of the Audit Committee of Beacon Rail Lux Holdings SARL, a
rolling stock leasing company serving the Pan European and North American
markets. Prior to these positions, Mr. Dorjee joined KPMG Accountant N.V. in
1986, an international accounting firm, and was appointed partner in January
1995. He joined Van der Moolen Holding N.V., which was a Dutch equity
trading firm and one of the specialists on the New York Stock Exchange, in
October 2000 and served as the chief financial officer and a member of the
executive board primarily responsible for overall financial affairs until February
2005. From March 2005 to December 2009, he acted as the chief financial
officer and a member of the board of management of Draka Holding N.V., a
company then holding 100% equity interest in Draka, one of the substantial
shareholders of the Company, where he was primarily responsible for overall
financial affairs. He further served as the chief executive officer and chairman
of the board of management of Draka Holding N.V. from January 2010 to
February 2011, where he was primarily responsible for overall financial affairs.
Mr. Dorjee also served as the chief strategic officer primarily responsible for
corporate development affairs and a member of the board of directors of
Prysmian Sp.A. from March 2011 to February 2014. Prysmian S.p.A. indirectly
holds 100% equity interest in Draka, one of the substantial shareholders of the
Company, and is a company listed on the Milan Stock Exchange (Stock Code:
PRYMY). Mr. Dorjee studied at the University of Amsterdam from September
1979 until March 1986 and obtained a bachelor's degree in economics and law
in July 1984, a master's degree in business economics in July 1984, a master's
degree in tax law in March 1986 and a master's degree in tax economics
in March 1986. He has been a certified public accountant registered at the
Nederlands Instituut van Register accountants since March 1987.
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Directors’, Supervisors’ and Senior Management’s Profiles

NON-EXECUTIVE DIRECTORS

Mr. Ma Jie (F578), age 48, has been a non-executive Director since 19
December 2013. He has been elected as the Chairman of the Board and has
been appointed as the chairman and a member of the Strategy Committee
of the Company with effect from 24 January 2017. He is responsible for
providing strategic advice and making recommendations on the operations
and management of the Company. He joined the board of directors of YOFC
as a director on 12 August 201 1. Mr. Ma has been serving as a director of the
board and the general manager of China Huaxin (renamed as China Huaxin
Post and Telecom Technologies Co,, Ltd (B ZEFHERI K ER A A))),
one of the substantial shareholders of the Company, since October 2017, and
is primarily responsible for overall business operation and management. He has
also held positions in several subsidiaries of China Huaxin, including serving as
a non-executive director of Alcatel-Lucent Shanghai Bell Co, Ltd. (/8B 8
DB 7A]) since November 2012, a member of the Advisory Council of
RFS Radio Frequency Systems Holdings Ltd. (& HEMEAL ST HE R RIERB R
A A]) since November 2012, a director since November 2012 and currently
the chairman of Unihub China Information Technology Co., Ltd (R &EE&IE
ABHEHR AR, the chairman of Shanghai Huaxin Network Ltd (/815
EMPEREHEBR AF]) (currently known as Shanghai Huaxin Infotech Ltd
(LBEERZBERHBERARF])) since April 2014, a director of Alcatel-
Lucent Enterprise Holding (currently known as ALE Holding) since October
2014, and a director of Huaxin Capital Investment Management Ltd (E{F&
LZEAIGEEE AR AE]) from February 2016 to December 2018,

Prior to these positions, he was the vice chairman of the management
committee and the executive deputy general manager primarily responsible for
overall business operation and management of China Huaxin, from June 201 |
and from January 2013 to October 2017, respectively. Mr. Ma also held several
management level positions in Alcatel-Lucent Shanghai Bell Co., Ltd. (renamed
as Nokia Shanghai Bell Co., Ltd) from July 1998 to June 2011, including
serving as the consultant of strategic consulting and investment development
primarily responsible for providing strategic and investment advices to the
chairman from July 1998 to December 1999, the director of human resources
primarily responsible for overseeing the human resources related matters
from January 2000 to June 2002, the vice-president primarily responsible for
overall management of human resources from July 2002 to August 2006, and
the executive vice-president primarily responsible for overall management
of human resources from September 2006 to June 2011. Mr. Ma had been
serving as a director of Alcatel-Lucent Shanghai Bell Software Co., Ltd. (/&
BREHEARAT]) from November 2012 to December 2017. Mr. Ma also
held positions in several other subsidiaries of China Huaxin, including serving
as a director of China Credit Information Technology Company Limited (
EEKE B BT AR A F]) from August 201 | to September 2014 and a
director of Shanghai Fortune Communications Technology Development Co,
ltd (EBEMBERMERBR AR from March 2003 to September
2014. Mr. Ma graduated from Nankai University (FFAZ3) with a bachelor's
degree in economics and a doctorate in economics in July 1993 and July 1998,
respectively. He also obtained an executive master of business administration
from a joint program of Washington University in Saint Louis and Fudan
University (18 B A2 ) in March 2005,
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Directors’, Supervisors’ and Senior Management’s Profiles

ES ESKSAREBEAEHE

NON-EXECUTIVE DIRECTORS (Contd)

Mr. Yao Jingming (##8A), age 54, has been a non-executive Director since
9 June 2015. He is responsible for providing strategic advice and making
recommendations on the operations and management of the Company. He
was appointed as a supervisor of the Company on |9 December 2013 and had
been responsible for supervising the performance of duties by the directors
and senior management at the Company until 9 June 2015. Mr. Yao has over
30 years of management experience in the communications industry. Mr. Yao
also holds positions in two subsidiaries of China Huaxin, including serving as
a director of Shanghai Fortune Communications Technology Development
Co, ltd. (L/BERBIERMERARAF) since December 2012 and the
general manager and a director of Shanghai Sincere Technology Co, Ltd. (L
BEBRHEARAE]) since July 2013

Prior to the current positions, from July 1986 to January 2013, Mr. Yao held
various positions in Alcatel-Lucent Shanghai Bell Co., Ltd. a subsidiary of
China Huaxin, including consecutively serving as a software engineer, the
software development manager, the manager of technology development
department and the manager of customer service department from July 1986
to September 2000, the general manager of the switching network division
primarily responsible for marketing, products management and research and
development from October 2000 to June 2002, the vice president of the
company primarily responsible for operation and daily management of the
voice network division from July 2002 to December 2003, the executive
vice president of the company from January 2004 to January 2013, during
which period, he was in charge of the management and operation of the
fixed communication network group, the cable network group and the
communications network group from January 2004 to January 2009, in charge
of solutions provision and marketing from January 2009 to March 2010, in
charge of quality control and reform from April 2010 to February 2011, and in
charge of international business from February 2011 to January 2013. Mr. Yao
obtained his bachelor's degree in computer science from Shanghai Jiaotong
University ((E/8BAE) in June 1986, an executive master of business
administration from China Europe International Business School (# BX B B
T/%kr) in April 2001, and a doctorate in business administration from the
Hong Kong Polytechnic University in October 2008.
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Directors’, Supervisors’ and Senior Management’s Profiles

NON-EXECUTIVE DIRECTORS (Contd)

Mr. Philippe Claude Vanhille (3 & & 38 % ), age 55, has been a non-
executive Director since 19 December 2013. He has been elected as the Vice
Chairman of the Board and appointed as a member of the Strategy Committee
of the Company with effect from 24 January 2017. He is responsible for
providing strategic advice and making recommendations on the operations
and management of the Company. He joined the board of directors of YOFC
as a director on 23 May 2013. Mr. Vanhille has over 25 years of experience
in optical fibre and cable industry. He has been serving as the senior vice-
president of Telecom Business Unit of the Prysmian Group since May 2013,
where he is primarily responsible for the global telecom business of the
Prysmian Group, and an executive director of Draka, one of the substantial
shareholders of the Company, since June 2013. Mr. Vanhille concurrently also
holds several positions in certain subsidiaries of Prysmian S.p.A., a company
listed on the Milan Stock Exchange (Stock Code: PRYMY), including serving
as a non-executive director of Draka Comteq Fibre B.V. since January 2013,
a member of the Comité de Controle of Draka Comteq France SAS. since
June 2013, the chairman of the board of directors of Fibre Ottiche Sud Sir.l.
since October 2011, a non-executive director of Prysmian Cables and Systems
USA LLC since June 2013 and a non- executive director of Precision Fibre
Optics Ltd, a joint venture owned as to 50% by the Prysmian Group, since
June 2013. He has also been serving as the chairman of Telecom committee of
Europacable (European Trade Association) since May 201 3.

Prior to the current positions, Mr. Vanhille acted as a R&D engineer for Renault
S.A. from October 1989 to February 1991, where he was primarily responsible
for improving Formula | engine parts. He moved to the cable industry in 1991
with Alcatel Cable France S.A. Over the past 22 years he held a number of
senior operations and general management positions within the cable industry
for Alcatel Cable France S.A. and Draka Holding N.V.,, a company then listed
on the Euronext Amsterdam (Stock Code: DRAK), and subsequently in the
energy, copper telecom and optical fibre sectors. He was head of Optical Fibre
Business Unit of Draka Holding N.V. at the time of the acquisition of Draka
Holding N.V. by Prysmian S.p.A. in 201 1. He also concurrently served as a non-
executive director of Shenzhen SDG Information Draka Optical Fibre Co., Ltd.
(RINEFEAZ BB KB R AR, curently known as Shenzhen SDGI)
from January 2008 to June 2009. From July 2011 to May 2013, he further
served as a vice president of Optical Fibre Business Unit of the Prysmian
Group, where he was primarily responsible for the global optical fibre business
of the Prysmian Group, and a director of Draka Comteq France S.AS.. Mr.
Vanhille obtained a master's degree in mechanical engineering from [.N.S.A.
Lyon, France in June 1989 and graduated from Institut Francais de Gestion, Aix-
en-Provence, France in June 1997 with a master's degree in management.
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Directors’, Supervisors’ and Senior Management’s Profiles

ES ESKSAREBEAEHE

NON-EXECUTIVE DIRECTORS (Contd)

Mr. Pier Francesco Facchini (IR ® 7% fE), age 51, has been appointed
as a non-executive Director of the Company with effect from 24 January
2017. He is currently the chief financial officer, the IT director and an executive
director of Prysmian Sp.A., a company listed on the Milan Stock Exchange (Stock
Code: PRYMY) and the holding company of Draka (one of the substantial
shareholders of the Company), and he has been a member of the board of
directors of Prysmian S.p.A. since February 2007. Mr. Facchini also holds a
number of positions in the subsidiaries of Prysmian Sp.A. He is currently the
president of the Comité de Controle of Draka Comteq France S.A.S., and
holds the same position at Prysmian Cables et Systemes France S.AS. and
Silec Cable S.AS. He is the chairman of the Board of Commissioners in P.T.
Prysmian Cables Indonesia and the chairman of the board of directors of
Prysmian Treasury Sr.l. Mr. Facchini is also a member of the board of directors
in several subsidiaries of Prysmian S.p.A, including Prysmian Cavi e Sistemi
Sirl, Turk Prysmian Kablo Ve Sistemleri ASS. and Prysmian (China) Investment
Company Ltd.. He is also the chairman of supervisory board of Prysmian MKM
Magyar Kabel Muvek KFT.

Mr. Facchini has over 25 years of working experience in the management of
financial matters for companies in various industries. From September 1991
to April 1995, Mr. Facchini worked in Nestlé Italiana S.p.A., a subsidiary of
the food and beverage multinational, where he held different posts including
assistant to the finance & administration director, deputy treasurer and internal
auditor. From May 1995 to April 2001, Mr. Facchini worked for Panalpina
Group, a multinational company operating in the transportation and freight
forwarding industry. Mr. Facchini first served as the finance director of Panalpina
Trasporti Mondiali S.p.A. from May 1995 to April 1996, and then as the finance
director of Panalpina Korea Ltd. from May 1996 to December 1997. In the
Panalpina Group, he also held the position of regional controller for the APAC
region, based in Singapore, from September 1998 to April 2001. In May 2001,
Mr. Facchini was appointed as the finance & control director of the Financial
and Consumer Services Business Unit in Fiat Auto S.p.A., an automobile
manufacturer, where he worked until April 2003. From May 2003 to December
2006, Mr. Facchini acted as the chief financial officer at Benetton Group, a
fashion and apparel company, where he had the ultimate responsibility for the
group's financial and legal matters. Mr. Facchini obtained a doctoral degree in
business administration from Universita Bocconi, Milan, Htaly, in March 1991. He
was granted the professional qualification as a certified chartered accountant by
the Ministry of University, Research and Development in Italy in 1994,
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Directors’, Supervisors’ and Senior Management’s Profiles

NON-EXECUTIVE DIRECTORS (Contd)

Mr. Xiong Xiangfeng (%% [a] &), age 54, has been a non- executive Director
since 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 as a director on 5 August
2013. Mr. Xiong has over 30 years of experience in optical fibre and cable
industry. Mr. Xiong has served as the president of Yangtze Communications,
one of the substantial shareholders of the Company and a company listed on
the Shanghai Stock Exchange (Stock Code: 600345), since April 2013, where
he was primarily responsible for the overall management of the company and
a director since May 2014. Mr. Xiong has also held several positions in certain
subsidiaries of Yangtze Communications since April 2013, and is currently
the chairman of the board of directors of Wuhan YCIG Zhilian Technology
Company Limited. (BRI LBEBMRIMBRAR]).

Prior to the current positions, Mr. Xiong worked at Wuhan Research Institute
of Posts and Telecommunications (&% EEHEHFFEPT) and consecutively
served as the secretary of Youth League committee primarily responsible
for handling matters in relation to the Youth League from January 1989
to December 1992, the principal staff of office primarily responsible for
administration management from December 1992 to February 1995, the
deputy director of office primarily responsible for administration management
from February 1995 to March 1997, the deputy director of the optical fibre
and cable department primarily responsible for production and operation
of the optical fibre and cable and the general manager of the cable plant
primarily responsible for management and operation from March 1997 to
December 1999. Since December 1999, Mr. Xiong served various positions in
FiberHome Telecommunication Technologies Co., Ltd. (& X B {5 EHE R
B | A 7]), a company listed on the Shanghai Stock Exchange (Stock Code:
600498), including the secretary of the board of directors from December
1999 to March 2002, the vice president and the secretary of the board of
directors from April 2002 to April 2005, the vice president, the deputy Party
secretary, the secretary of the board of directors and the chairman of labour
union from May 2005 to March 2010 and the vice president, the deputy Party
secretary and the chairman of labour union from April 2010 to April 2013. Mr.
Xiong was the chairman of the board of directors of Wuhan NEC Fibre Optic
communications Industry Co, Ltd. (EVE BB X BRELIEEFR 2 A]) and
Yangtze Acmiconductory Lighting Joint Stock Limited Company (KT 888
RIARE RO BRAR]), from April 2014 to August 2017 and from March
2016 to October 2017 respectively. Mr. Xiong obtained his bachelor’s degree
in photoelectric imaging technology from East China Institute of Engineering (£
R I 2, curently known as Nanjing University of Science and Technology
(FARIETAE)) in July 1986 and a master's degree in business administration
from Wuhan University (EEAZ) in June 2009.
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ES ESKSAREBEAEHE

NON-EXECUTIVE DIRECTORS (Contd)

Ms. Zheng Huili (BFE2E), age 60, has been a non-executive Director
since 19 December 2013. She is responsible for providing strategic advice
and making recommendations on the operations and management of the
Company. She joined the board of directors of YOFC as a director on 12 April
2006. Ms. Zheng has over 28 vears of experience in company operation and
management. Currently she also serves as the deputy secretary of the Party
committee of the Company.

Prior to the current positions, Ms. Zheng worked at Huazhong Information
and Technology Group Co, Ltd. (B EERIMTEE AR AF) (formerly,
Huazhong Information and Technology Principal Company Limited (#1528
B Al48/27])), a company mainly engaged in the operation and management
of state- owned assets, from April 1988 to October 2005, consecutively
serving as the deputy director of human resources primarily responsible for
overall human resources management from April 1988 to February 1993, the
director of human resources primarily responsible for overall human resources
management from March 1993 to October 2005, the minister of organization
department of the Party Committee primarily responsible for training,
selection and appointment of senior management personnels from June
1997 to October 2005, a member of the Party committee from July 1997 to
October 2005, where she was primarily responsible for Party related matters
and also participated in the operation, management and decision- making of
development strategies of the company, the general secretary of the discipline
committee from December 1999 to October 2005, where she was primarily
responsible for disciplinary inspection and also participated in the operation,
management and decision-making of development strategies of the company,
and the deputy secretary of the Party committee primarily responsible for
assisting the secretary of the Party committee with the Party related matters
and participating in the decision-making of operation, management and
development strategies of the company from March 2003 to October 2005.
Ms. Zheng also served as the deputy secretary of the Party committee and
the general secretary of the discipline committee of Yangtze Communications,
one of the substantial shareholders of the Company and a company listed on
the Shanghai Stock Exchange (Stock Code: 600345), where she was primarily
responsible for disciplinary inspection, from December 2005 to July 2016 and
from June 2006 to July 2016, respectively. Ms. Zheng graduated from the Party
School of the Chinese Communist Party Wuhan Municipal Committee (# $t
EUEMZER) with a bachelor's degree in June 1998 and obtained a master's
degree in business administration from Asia International Open University
(Macau) (currently, the City University of Macau) in October 2000. Ms. Zheng
is a senior economist (7= A% A% AM) and senior political analyst (= A% B T
BM). She was the winner of the Wuhan Labor Medal (E\)E T L — & &)
) issued by All Wuhan Federation of Trade Unions (EUETTZ T E) in April
[997. She has been a member of Wuhan Economic Professional Quialification
Assessment Committee (EVEMEBEXSABBIRERTEELZEY)
since December 1998. She has also been a member of the tenth, eleventh and
twelfth executive committee of the Women's Federation of Wuhan (EVZ
1w E ) from July 2006 to January 2019.
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Directors’, Supervisors’ and Senior Management’s Profiles

INDEPENDENT NON-EXECUTIVE DIRECTORS
Dr. Ngai Wai Fung (Bf2I#), age 57, has been an independent non-
executive Director since 24 September 2014. He is the Chairman of the Audit

=

Committee of the Company and is responsible for providing independent
advice on the operations and management of the Company. Dr. Ngai has been
the director and the chief executive officer of SW Corporate Services Group
Limited, a specialty corporate and compliance services provider to companies

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

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

listed on the Hong Kong Stock Exchange and other securities markets:

Company Name
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HEEEL 7 R-T-HNFAA-+TEAER
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Company Name (English) (Chinese) Securities Market ~ Stock Code  Position Held Appointment Date
DABB(EX) DAEB/(PX) BEDS Rkofs B RERH
Bosideng International RAIZERER  Hong Kong 3998 independent non-executive September 2007
Holdings Limited BRAR] Stock Exchange director and the chairman
of the audit committee
BB BUFMITEER “ETLFNA
EHEBRIE
Powerlong Real Estate BREER Hong Kong 1238 independent non-executive June 2008
Holdings Limited BARAT Stock Exchange director and the chairman
of the audit committee
BAB A BAUFHITERR —FENEFRA
ELREEER
BaWang International (Group) BIBR(KE)  HongKong 1338 independent non-executive December 2008
Holding Limited ERAR AR Stock Exchange director, the chairman of
the audit and risk management
committee and a member
of the nomination committee
and the remuneration committee
BAB A BIUFRTES —ZE\FtA

ERREREERBEIRFE
RAZEBENFHEEENE
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Company Name

Company Name (English) (Chinese) Securities Market ~ Stock Code  Position Held Appointment Date

DEABB(EX) RAERB(RX) EEHS RkoRs B RERH

Health and Happiness (H&H) f2& (H&H) BB Hong Kong 1112 independent non-executive July 2010
International Holdings Limited ERARAT Stock Exchange director, the chairman

of the audit committee

and a member of the nomination
committee and the
remuneration committee

BEBR BUFHITES —T-THLA
ENZESIR
REZBENFMERENE
SITC Intemational Holdings BRI TR Hong Kong 1308 independent non-executive September 2010
Company Limited RAR Stock Exchange director and a member

of the audit and risk
management committee,

the remuneration committee
and the nomination committee

BBBRM BUFNTESRELK —T-TENA
EREREZES
FMEEeNRREEeKE
LDK Solar Co, Ltd. — OTCPink Limited ~ LDKYQ independent director and July 2011
Information a member of the audit committee,

the compensation committee
and the corporate governance
and nomination committee

ﬁj§$ﬁ$’f?§:/’\‘ —T——%tH
FHMEEENRAERR
k%?a@ﬁ%
Beijing Capital Grand Limited BEISERBRAR  HongKong 1329 independent non-executive December 2013
Stock Exchange director, the chairman

of the audit committee

and a member of the
remuneration committee and
the nomination committee

BB BAUFFRTES —E=51ZA
BENZEEIRR
FHESEM
ﬁ%?ﬁaﬁﬁ
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Company Name

Company Name (English) (Chinese) Securities Market ~ Stock Code  Position Held Appointment Date
DABB(EX) RAERB(R) EEHES RkoRs B RERH
BMG Corporation trelE Hong Kong 2009 independent non-executive November 2015
BRIDBERAR] Stock Exchange director and a member
Shanghai 601992 of the audit committee,
Stock Exchange the remuneration and
nomination committee and
the strategic committee
BABRN BYFRTES “E-RFt+A
ELLREE
LBBEFI B FHEREZEER
BRERBEREENE
TravelSky Technology Limited PERMES Hong Kong 696 independent non-executive January 2016
EEF ) Stock Exchange director, the chairman of
BRAF the audit and risk
management committee and
a member of the remuneration
and evaluation committee
BB BUFRTES —E-RF-A
EGLARER
ZEEIRER
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ES ESKSAREBEAEHE

INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Dr. Ngai has over 20 years of senior management experience acting as the
executive director, chief financial officer and company secretary, most of
which are in the areas of finance, accounting, internal control and regulatory
compliance, corporate governance and secretarial work for listed issuers
including major red chip companies. He had led or participated in a number of
significant corporate finance projects including listings, mergers and acquisitions
as well as issuance of debt securities. Dr. Ngai served as an independent non-
executive director of China Coal Energy Company Limited (F1 Bl &4
FAR D BR A]2A)), a company listed on the Hong Kong Stock Exchange
(Stock Code: 1898) and the Shanghai Stock Exchange (Stock Code: 601898)
from December 2010 to June 2017, an independent non-executive director
of China Railway Group Limited (FEIFER D ERAE]), a company
listed on the Hong Kong Stock Exchange (Stock Code: 390) and the Shanghai
Stock Exchange (Stock Code: 601390) from June 2014 to June 2017, and
an independent non-executive director of China HKBridge Holdings Limited
(current name is HKBridge Financial Holdings Limited), a company listed on
the Hong Kong Stock Exchange (Stock Code: 2323) from March 2016 to April
2018.

Dr. Ngai graduated from University of Wolverhampton with a bachelor's
degree in law in Wolverhampton, the United Kingdom, in October 1994. He
received a master's degree in business administration from Andrews University
in Michigan, USA in August 1992, a master’s degree in corporate finance
from Hong Kong Polytechnic University in Hong Kong in November 2002,
and a doctoral degree in economics from Shanghai University of Finance and
Economics (E/BEIAERE) in Shanghai, PRC, in June 201 1. Dr. Ngai has
been a fellow of the Institute of Chartered Secretaries and Administrators and
The Hong Kong Institute of Chartered Secretaries since November 2000 and
had been a president (between 2014 and 2015) of The Hong Kong Institute
of Chartered Secretaries. Dr. Ngai has been a member of the Hong Kong
Secunities and Investment Institute since February 2012, a member of the Hong
Kong Institute of Certified Public Accountants since July 2007, a fellow of the
Hong Kong Institute of Directors since February 2010, and a fellow of the
Association of Chartered Certified Accountants in the United Kingdom since
March 2012. He has been a member of Qualification and Examination board of
the Hong Kong Institute of Certified Public Accountants since January 2013 and
a member of the General Committee of The Chamber of Hong Kong Listed
Companies since June 2014. Dr. Ngai has been a member of the Hong Kong
Institute of Chartered Secretaries Council since December 2014 and has been
appointed as a Finance Expert Consultant by the Ministry of Finance of the PRC
since June 2016. He had been the managing director of MNCOR Consulting
Limited, the Adjust Professor of law of Hong Kong Shui Yan University (from
September 2012 to August 2017), and a member of the Working Group on
Professional Services under the Economic Development Commission of The
Hong Kong Special Administrative Region (between January 2013 and March
2018).
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Directors’, Supervisors’ and Senior Management’s Profiles

INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Dr. Ip Sik On Simon (E#%), age 70, has been an independent non-
executive Director since 24 September 2014. He is a member of the
Audit Committee and the Nomination and Remuneration Committee of
the Company and is responsible for providing independent advice on the
operations and management of the Company. Dr. Ip is a solicitor and Notary
Public. He has been an independent non-executive director of Hang Lung
Group Limited (Stock Code: 0010) since July 1998. Dr. Ip practised with
Johnson Stokes & Master (a Hong Kong- based law firm, now known as Mayer
Brown JSM) since March 1972 and was subsequently admitted as a partner
in April 1977 and continued in this capacity until his retirement from legal
practice in September 2004. He was the Senior Partner and Chairman of
Johnson Stokes & Master for eight years. Dr. Ip was the president of the Law
Society of Hong Kong from May 1987 to May 1989, a Legislative Councillor
from 1991 to 1995 representing the Legal Functional Constituency, and the
founding chairman of the Council of the Hong Kong Institute of Education (now
known as The Education University of Hong Kong) from April 1994 to April
2003, the chairman of The Hong Kong Jockey Club from September 2014 to
August 2018, and the president of Riding for the Disabled Association Ltd.
from January 2015 to December 2018. Dr. Ip received an honorary Doctor
of Education from Hong Kong Institute of Education in 2003, an honorary
Doctor of Laws from the City University of Hong Kong in November 2009
and an honorary Doctor of Laws from the Hong Kong University of Science &
Technology in 201 1. Dr. Ip has been admitted as a solicitor in England & Wales
since December 1971 and in Hong Kong since April 1972. He is an honorary
court member of the Hong Kong University of Science and Technology, an
honorary lecturer in the Department of Professional Legal Education of the
University of Hong Kong since September 2012, an honorary research fellow
of the Faculty of Law of Tsinghua University (/B2 A2, 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 an honorary fellow of the Management Society for
Healthcare Professionals from 1984 to 2004.
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ES ESKSAREBEAEHE

INDEPENDENT NON-EXECUTIVE DIRECTORS (Contd)

Mr. Li Ping (2= ), age 65, has been an independent non- executive Director
since 24 September 2014 and is a member of the Strategy Committee of the
Company. He has been appointed as the Chairman and a member of the
Nomination and Remuneration Committee with effect from 24 January 2017.
He is responsible for providing independent advice on the operations and
management of the Company. Mr. Li has extensive administrative experience
in the management of listed companies and has over 40 years of experience in
operation and working in China's telecommunications industry. Mr. Li has been
serving as the chairman and an executive director of China Communication
Service Co, Ltd. (F BB E R AR B R 2 A), a company listed on the
Hong Kong Stock Exchange (Stock Code: 552), for the period from August
2006 to October 2014. Prior to these positions, he once served as the
executive vice president of China Telecom Corporation Limited (F B & {5
DB RA]), a company listed on the Hong Kong Stock Exchange (Stock
Code: 728), the vice chairman and chief operating officer of China Mobile
Limited (R B3 % &) & IR 2 &), a company listed on the New York Stock
Exchange (Stock Code: CHL) and the Hong Kong Stock Exchange (Stock
Code: 941) and the Deputy Directorate General of Telecommunications of
the Ministry of Posts and Telecommunications of the PRC (R BIEE &, the
predecessor of the Ministry of Industry and Information Technology of the PRC
(P B T %015 B1EE6)). Mr. Li graduated from Beijing University of Posts
and Telecommunications (3t R E & A2 ) majoring in radio communication
in October 1975 and graduated from the University at Buffalo School of
Management of the State University of New York, USA, with a master in
business administration in January 989.

Dr. Li Zhuo (Z&), age 49, has been an independent non- executive
Director since 24 September 2014. He is a member of the Audit Committee
and Strategy Committee of the Company and is responsible for providing
independent advice on the operations and management of the Company.
Dr. Li'is currently a professor of economics and the deputy director of the
Centers Researches bases of The Ministry of Education, Center for Economic
Development Research of Wuhan University (B2 AZ2). From July 1989 to
August 1992, Mr. Li worked at Xiangfan Branch of China National Real Estate
Development Group Corporation (1 BIE HERE S B AR EHEH N A]), a
company engaged in real estate development and property assets management.
He later worked at Guangzhou Branch of the People’s Bank of China (F
ARIBITEMPDTT). Dr. Li has been working at Wuhan University since
1998 and consecutively held the positions of lecturer and assistant professor
until 2001 and until 2006, respectively. Since 2006, he has been a professor of
Wuhan University. He also served as a visiting scholar of University of lllinois
at Urbana-Champaign from July 2002 to July 2003 and University of Paris Il
in 2007. Dr. Li graduated from Hubei University of Technology (#i3t T %K
B) with a bachelor's degree in industrial and civil construction in 1989. He
also obtained a master's degree in international economics and a doctorate in
international economics from Wuhan University in June 1995 and in June 1998,
respectively. Dr. Li is the Prominent talent in the New Century recognized by
the Ministry of Education of the PRC in October 2010.
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Directors’, Supervisors’ and Senior Management’s Profiles

SUPERVISORS (Contd)

Mr. Wang Ruichun (EX6%), age 42, has been appointed as the employee
representative Supervisor and the chairman of the Board of Supervisors on 24
January 2017. He is responsible for supervising the performance of duties by
the Directors and senior management of the Company. Mr. Wang joined our
Group in January 2002, consecutively serving as fibre process engineer of the
fibre department (specialising in plasma activated chemical vapor deposition
("PCVD") technology process management and process development)
from January 2002 to March 2005, chief engineer of the fibre department
(responsible for fibre process management and quality enhancement
related work) from April 2005 to April 2006, technical manager of the fibre
department (overseeing the overall technical aspect in relation to optical
fibre preforms and optical fibres) from May 2006 to January 2010, manager
of the technical support department of the optical fibre manufacturing center
(responsible for the technical and management-related work for optical fibres
and optical fibre preforms) from February 2010 to January 2012, deputy
general manager of the fibre business unit (overseeing the work in relation to
optical fibre production and technology) from February 2012 to December
2012, deputy general manager and director of optical fibre technology of the
optical fibre manufacturing center (overseeing the work in relation to optical
fibre production and technology) from January 2013 to January 2014, general
manager of the research and development center (responsible for the research
and development of technology and products) from January 2014 to February
2018, and general manager of Yangtze Optical Fibre (Qianjiang) Co., Ltd. since
March 2018. Prior to joining our Group, Mr. Wang worked at Changzhou
Huichang Electronics Co., Ltd. (FMBEEEFHERAR]) where he was
engaged in the development of negative temperature coefficient (“NTC")
ceramics and sensors, from July 1998 to August 1999, and worked at the
research institute of inorganic non-metallic materials of Zhejiang University (4
ITRBEEIESBMEIFTAT), where he was engaged in the research of
high resolution liquid crystal light valve photoconductive layer, from September
1999 to January 2002. Mr. Wang obtained a bachelor's degree majoring in
inorganic non-metallic materials in July 1998, and a master’s degree in material
science, majoring in the study of photoelectric film materials and liquid crystal
light valves in March 2002, from Zhejiang University (M7 T A2, the PRC,
respectively.

ES ESKEAREBEAEEHE

EE®E)

IHERE QL R-_ZT—+tF—A-_1+HmNBE
FAERARABIRKRESRESTSTR - HAEE
BARREEHSRERENEERBR - TAERZ
EE_F-AMALEER DRR_EZE_F—A
EETRF-AMKBSETTIRIRM #E
TEFHATERF(FINERFELEBRMATNE
(TPCVDDEM) RZEZRFMAE_ZETRF
MARNEEET A TR » 8 el T ks
BEMEMBIE R-SE NERAZ-_T—ZF
— AR EBEIRMEE  PERE M HBEYER
KEREEMAENIE R2E—ZSF_AZ=%
——F-AEEXEREP LRI HDLEE 28
KEHBERERMAETRREIE R —ZF=
RE_E——F+-_AEEHEEETINREE  »
EREYHEERENERIE RZS—=ZF—
AZ-_Z-—ME-AEAXEEED DI ERER
K@ MTARE - 2 F FEME A4 E R T ARR T
NR—E—NE—RE-E—\E-AEFHEHHE
& AERMEEMAE  R-T-—N\F=ZAZE=
- N\ET_RECERXEBINRRAKLE kB
TE-NFZREARREABREIERARNTE
Eo EMAREBZA  TRER—NANNELAZE
—NAWANENARENBEETERAAREREE
FZHE(INTC)BEREXRNFEE - IR —NNNIE
NAZ-ZT-_F— AMMTIASEEIES BV BT
R ESOBRSAEABEENHAR - TREEDP
BT AR5 RIR—ANNFLESERIESEBM
BeEtan YR-_ET-_F=-ARSHHSELE
i+ EEXRTEEME KRS RIFR -

Annual Report £
2018

41



Directors’, Supervisors’ and Senior Management’s Profiles

ES ESKSAREBEAEHE

SUPERVISORS (Contd)

Mr. Liu Deming (BI#E8), age 62, has been an independent Supervisor of
the Company since 9 June 2015. He is a professor of Huazhong University of
Science and Technology (FEF BHEZAZE), a member of the Expert Committee
of China Next Generation Internet (FBI T —REBHAERZE D), an
executive director of Chinese Society for Optical Engineering (1 Bl % 82 T
72 8 @), the director of the Expert Committee of Optical Communication
and Information Networking (¥ B{EEESHBERZE ), the director
of the National Engineering Laboratory for Next Generation Intemet Access
System (T —REBMEAZAZHFERIIEERE) and the general
secretary of Wuhan Internet of Things Industry Association (& ¥ Bt 48 &=
&), Mr. Liu went to University of Duisburg-Essen in Germany for visiting
study from 1994 to 1996, obtained a doctorate from Huazhong University
of Science and Technology in 1999, and went to Nanyang Technological
University in Singapore for visiting study from 1999 to 2000. Since 2000, he
has been the director of Department of Optoelectronic Engineering (currently
known as School of Optical and Electronic Information) of Huazhong University
of Science and Technology. Mr. Liu has long been engaged in teaching and
research work in the areas of optical fibre communication and sensing. During
the past 31 years, Mr. Liu has undertaken more than 20 national key projects,
including the National 973 Project (BIZ973IHH), "863 Project” (86318
H), the key projects and the key project topics of the National Science
Foundation (BIR BARIZES), and the National Key Scientific Instrument
and Equipment Development Project (BI 5K B ARt 2R &M & B 1), He
has obtained several major achievements, including winning the National
Technological Invention Award (twice), the first prize (thrice) and the second
prize (four times) of the provincial award, and the gold medal (once) and the
silver medal (twice) of the Geneva Intemational Invention Award. Mr. Liu has
filed more than 100 invention patents applications in the United States and
China (among which, 50 have been granted) and has published more than 200
SCI papers and five textbooks and academic works.
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Directors’, Supervisors’ and Senior Management’s Profiles

SUPERVISORS (Contd)

Ms. Li Chang'ai (ZRE), age 55, has been an independent Supervisor
since 9 June 2015. She has been teaching at the School of Accountancy of
Hubei University of Economics (#1LASEZF &5 2kt ) since 1988 and is
currently a professor (level Il). She is also a director of the Accounting Society
of China (¥ Bl & 5F 2 &), an executive director of Accounting Society of
Hubei Province (1L & & 5 2 &), an executive director of Audit Society
of Hubei Province (#i3L &2 &2 € ) and a special auditor of Audit Bureau
of Wuhan (B % T 2 &1 /3). Ms. Li had served as an independent director
of Ningbo Xianfeng New Material Co., Ltd. (B % L 2 % i B IR D B R
A A]), a company listed on the Shenzhen Stock Exchange (Stock Code:
300163) from April 201 | to March 2017, as an independent director of Hubei
Mailyard Share Co,, Ltd. (1t B AR (D B R 2 7)), a company listed on
the Shanghai Stock Exchange (Stock Code: 600107) from May 2010 to May
2016 and also as an independent director of Wuhan Hitek Biopharmaceutical
Co., Ltd. (BUEBFFAENMBEERRDBRAF]), a company listed on Shenzhen
Stock Exchange (Stock Code: 300683), since August 2017. Ms. Li obtained her
bachelor's degree in economics, master's degree in economics and doctorate in
management from Zhongnan University of Economics and Law( ¥ 8 BT &S BUA
ARE), Ms. Li has published over 70 academic papers on a number of journals.
Ms. Li was awarded “National Advanced Accounting Worker” in 2008. She
is also a Chinese certified public accountant (non-practicing) and a senior
member of the Accounting Society of China (R BIZ 722 & ) and obtained an
independent director qualification certificate in 2008.

SENIOR MANAGEMENT

Mr. Jan Bongaerts, age 53, is the vice president of the Company. He is
responsible for strategic development, business development, sourcing and
day-to-day management of the Company. He has more than 20 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 201 | to
December 2013. Since January 2014, Mr. Bongaerts has been the first deputy
general manager of our Company. Mr. Bongaerts obtained a master's degree
in business administration from Open University of the Netherlands in March
2003 and an executive master of business administration from Maastricht
University the Netherlands in September 1999.
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ES ESKSAREBEAEHE

SENIOR MANAGEMENT (Contq)

Mr. Yan Changkun, age 56, is the vice president and the general manager
of telecom business unit of the Company. Mr. Yan has more than 27 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, general manager of the optical fibre business department,
general manager of manufacturing center and general manager of operation
management center. Mr. Yan has been the deputy general manager of the
Company since November 2012. Mr. Yan obtained a bachelor's degree in
telecommunications and a master’s degree in digital communications from
Nanjing Institute of Communication Engineering.

Ms. Zhou Lijing, age 46, is the vice president of the Company. Ms. Zhou has
more than 20 years of experience in optical fiber and cable industry. She has
worked at the Company since February 1999, consecutively serving as a sales
representative, logistic manager, manager of international business, deputy
general manager of sales center and board secretary. Ms. Zhou has been
the vice president of the Company since January 2017. Ms. Zhou obtained
a bachelor's degree in Economics from Huazhong University of Science and
Technology and is learning EMBA degree from Tsinghua University (/52E AZ)

Mr. Liang Guanning, age 39, is the chief financial officer, general manager of
the financial center, and board secretary of the Company. He is primarily
responsible for overseeing the overall financial and accounting related matters,
compliance, and board related matters of the Company. He joined the
Company since February 2017. Mr. Liang has sixteen years of financial and
accounting related experience. Prior of joining the Company, from July 2002 to
August 2008, Mr. Liang worked at KPMG China and Singapore. His last position
with KPMG is audit manager. From September 2008 to December 2010, Mr.
Liang worked at GCL-Poly Energy Holdings Limited (Stock code: 3800) as
finance manager and Senior Finance Manager of its subsidiary GCL Solar. From
January 201 | to September 2012, He was the financial controller of China Mass
Media (NYSE: CMM, privatized in November 2012). From September 2012
to April 2015, He was the Finance Director at SINA Corporation (NASDAQ:
SINA). From May 2015 to November 2016 He was the finance director at
Weibo Corporation (NASDAQ: WB), a subsidiary of SINA Corporation. Mr.
Liang obtained a bachelor degree in management from Sun Yat- Sen University
and is a fellow member of Chartered Certified Accountant.
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Directors’, Supervisors’ and Senior Management’s Profiles

SENIOR MANAGEMENT (Contq)

Mr. Luo Jie, age 53, is the chief technology officer and general manager of R&D
center of the Company, and 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 29 years of experience
in the optical fibre and cable industry. He has worked at the Company
since November 2000, consecutively serving as the manager, department
management and the general manager of the research and development
department. Mr. Luo has been the Chief Technology Officer of the Company
since Febrary2010. Prior to joining the Company, Mr. Luo started to work
at Wuhan Research Institute of Posts and Telecommunications since January
1989 and served as an engineer and a senior engineer from January 1992 to
December 1996 and from December 1996 to September 2000, respectively.
Mr. Luo obtained his bachelor's degree in material engineering, a master's
degree in material engineering from Wuhan University of Technology, and a
doctorate in electromagnetics and microwave from Beijing University of Posts
and Telecommunications. In 2015, he has been elected to the national talent
project and has been awarded “Young Expert with Outstanding Contributions”
by the Ministry of Human Resources and Social Security of China.

Mr. Zheng Xin, age 51, 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. Zheng
has over |9 years of experience in the optical fibre and cable industry. He has
been with the Company since December 1998. He had consecutively served
as a regional manager, the manager of Beijing office and the manager of cable
sales department, the vice general manager of the cable business department,
the vice general manager of the sales center of the Company and a member
of the management committee since October 2007. He served as the general
manager of YOFC Jiangsu, one of our Joint Ventures, from February 2014 to
January 2017. Since then, Mr. Zheng has been the Chief Sales Officer and the
general manager of the sales center of the Company. Mr. Zheng obtained
a bachelor's degree in applied physics from national university of defense
technology and a master's degree in business administration from China
People's University.
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Directors’, Supervisors’ and Senior Management’s Profiles

ES ESKSAREBEAEHE

SENIOR MANAGEMENT (Contq)

Mr. Jiang Zhikang, age 57, is the Chief Marketing and Strategic Officer 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. He was appointed as the Chairman of Board of Supervisors as
well as the staff supervisor representative of the Company on 19 December
2013 and had been responsible for supervising the performance of duties by
the directors and senior management at the company until 24 January 2017.
Mr. Jiang has worked at the Company since May 1990, consecutively serving
as an engineer, a chief engineer, the manager assistant of the fibre department,
and the manager of the industrialisation department. He was assigned by the
Company to serve as the vice general manager and the general manager of NK
Wouhan, one of the Company's associates at that moment, from April 2004
to March 2006 and April 2006 to April 2012, respectively. From May 2012
to January 2016, Mr. Jiang had been serving as the general manager of the
operation management center of the Company. Since February 2016, Mr. Jiang
has been serving as the general manager of the manufacturing center of the
Company. Prior to joining the Company, Mr. Jiang started to work at Wuhan
Research Institute of Posts & Telecommunication since March 1988 and
served as an assistant engineer from December 1988 to April 1990. Mr. Jiang
graduated from Sichuan Radio & TV University and graduated from Wuhan
University with an executive master of business administration.

Ms. Zhou Rongrong, age 50, is the human resources director of the Company.
She is primarily responsible for overseeing the human resources strategy and
human resources management of the Company. She joined the Company since
May 2017. Ms. Zhou has over 20 years of human resources related experience.
From 1988 to 1997, Ms. Zhou worked in Jin Chang Bureau as officer. From
1997 to 2003, Ms. Zhou worked as human resources manager in Black &
Decker (Suzhou) Power Tools Co. Ltd, Andrew Telecommunications (China)
Co. Ltd, Wyeth Whitehall pharmaceutical Co. Ltd. From 2003 to 2006, Ms.
Zhou worked as human resources director in SGMW Automotive. From 2006
to 2015, Ms. Zhou worked as AP human resources director for American
Standard, TE Connectivity Global Automotive Business Unit. From 2015 to
2017, Ms. Zhou worked as human resources director in NBHX Electronic
Co. Ltd. Ms. Zhou obtained her bachelor degree Industrial Engineering from
Nanjing Forest University, and master degree in MBA from South Australia
University. Ms. Zhou also holds Senior Economist Professional Certification.
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Report of the Board of Directors

The Board is pleased to present its report together with the audited
consolidated financial statements for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

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

Detailed analysis of the Company's principal subsidiaries, associates and joint
ventures are set out in notes VIl to the financial statements.

FINANCIAL POSITION AND RESULTS

The Group's financial position as at 31 December 2018 and the group's profit
for the year ended 3| December 2018 are set out on pages 109 to ||| and
on page |15 and |16 of this annual report, respectively.

DIVIDEND

Based on the total share capital of 757,905,108 Shares issued and listed
as of December 31, 2018, the Board proposed to distribute a dividend of
RMB2.50 per 10 Shares (inclusive of tax), with the total dividends amounting
to approximately RMB189,476,277 (inclusive of tax). The expected payment
date is on or before July 26, 2019. The proposed dividend is subject to
approval by Shareholders at the 2018 AGM to be held on May 28, 2019 by
the Company. Should the proposal be approved, the dividend for holders of
A Shares, including holders of A Shares through the Northbound Trading Link
of the Shanghai-Hong Kong Stock Connect (hereinafter referred to as the
“Northbound Shareholders”) and holders of H Shares through the Southbound
Trading Link (including Shanghai and Shenzhen markets, hereinafter referred
to as the “Southbound Shareholders”) will be declared and paid in RMB.
Dividends to holders of H Shares, except the Southbound Shareholders, are
paid in Hong Kong dollars. The exchange rate will be calculated as per the
average exchange rate for converting RMB into Hong Kong dollars published
by the People’s Bank of China during the five business days prior to the 2018
AGM.

With respect to the Southbound Shareholders, according to the relevant
requirements of China Securities Depository and Clearing Corporation Limited,
China Securities Depository and Clearing Corporation Limited ("CSDC")
Shanghai Branch and Shenzhen Branch shall receive cash dividends distributed
by the Company as the nominee of the Southbound Shareholders for Shanghai
market and Shenzhen market, respectively and distribute such cash dividends
to the relevant Southbound Shareholders through its depository and clearing
system.
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In accordance with the Enterprise Income Tax Law of the People's Republic
of China {FZE AR EMB b ¥ FEHIE)) and its implementation rules
effective on January I, 2008, where a PRC domestic enterprise distributes
dividends for financial periods beginning from 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
Limited, other nominees, trustees, or holders of H Shares registered in the
name of other organizations and groups.

Pursuant to the PRC Individual Income Tax Law (/2 A K& 3£ B {8 A
Fff 15 B 7% )), the Implementation Regulations of the PRC Individual Income
Tax Law (R E AR LMENEA FTFHEE M 5B])), the Notice of the
State Administration of Taxation in relation to the Administrative Measures
on Preferential Treatment Entitled by Non-residents under Tax Treaties (Guo
Shui Fa [2015] No. 60) (BRI BB BEAREH<IEERMARAZZH
WiHERFBEEIE>RE )BT I[2015] 605%)) (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) ((E
R BRRANBERE[1993045 R X EILRBBEARSHREAE
e 8 ) 38 A0 (B B 4 [2011]348 5%)), 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 to certain tax preferential treatments
pursuant to the tax treaties 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 rate 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 treaties 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

For Northbound Shareholders, with regard to the dividends obtained by the
investors (including enterprises and individuals) from investment in the A
Shares of the Company listed on Shanghai Stock Exchange through the Hong
Kong Stock Exchange, the Company will withhold income tax at the rate of
10%, and file tax withholding returns with the competent tax authority. Where
there is any tax resident of a foreign country out of the investors through the
Northbound Trading Link and the rate of income tax on dividends is less than
10%, as provided for in the tax treaty between the country and the PRC, the
enterprise or individual may personally, or entrust a withholding agent to, file
an application for the tax treatment under the tax treaty with the competent
tax authority of the Company. Upon review, the competent tax authority will
refund tax based on the difference between the amount of tax having been
collected and the amount of tax payable calculated at the tax rate as set out in
the tax treaty.

For Southbound Shareholders, in accordance with the Notice of Ministry
of Finance, the State Administration of Taxation, and the China Securities
Regulatory Commission on Taxation Policies conceming the Pilot Program of
an Interconnection Mechanism for Transactions in the Shanghai and Hong Kong
Stock Markets (Cai Shui [2014] No81) KB/ B 3. BIX BB LR, FE
SRNRERENIS X 5 B8 LB A A BT KRB R @A)
112014181 5%)), effective from November 17, 2014, and the Notice of the
Ministry of Finance, the State Administration of Taxation, and the China Securities
Regulatory Commission on Taxation Policies conceming the Pilot Program of an
Interconnection Mechanism for Transactions in the Shenzhen and Hong Kong
Stock Markets (Cai Shui [2016] No. 127) KA B #B, BIRMBRRE. #HE
SRERNFERENSR 5B M BB A BH R B R
[2016]127%R)), effective from December 5, 2016, with regard to the dividends
obtained by individual mainland investors from investment in the H Shares of the
Company listed on the Hong Kong Stock Exchange through the Shanghai-Hong
Kong and Shenzhen-Hong Kong Stock Connect, the Company will withhold their
individual income tax at the rate of 20% in accordance with the register of individual
mainland investors provided by CSDC. As to the withholding tax having been
paid abroad, an individual investor may file an application for tax credit with the
competent tax authority of CSDC with an effective credit document. With respect
to the dividends obtained by mainland securities investment funds from investment
in the H Shares of the Company listed on the Hong Kong Stock Exchange through
the Shanghai-Hong Kong and Shenzhen-Hong Kong Stock Connect, the Company
will withhold their income tax with reference to the provisions conceming the
collection of tax on individual investors. The Company will not withhold income tax
on dividends obtained by mainland enterprise investors, and mainland enterprise
investors shall file their income tax retums and pay tax themselves instead.
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Holders of H Shares are advised to consult their own tax advisers about the
tax effect in China, Hong Kong and/or other countries (regions) in respect
of owning and disposing of H Shares if they are in any doubt as to the above
arrangements.

The Board is not aware that any shareholder of the Company has waived or
agreed to waive any dividends.

MAJOR CUSTOMERS AND SUPPLIERS

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

For the year ended 31 December 2018, the Group's sales to its five largest
customers and its largest customer accounted for 45.0% and 23.4% (2017:
51.1% and 27.8%) of the Group's total revenue from sales of goods,
respectively.

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

For the year ended 31 December 2018, the Group's purchases from its five
largest suppliers and its largest supplier accounted for 49.4% and 14.2% (2017:
51.5% and 16.4%) of the Group's total purchases, respectively.

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

FIXED ASSETS AND CONSTRUCTION IN PROGRESS

Details of movements in the fixed assets and construction in progress during
the year ended 3| December 2018 are set out in notes V.|| and V.12 to the
financial statements in this annual report.

SHARE CAPITAL

On 29 June 2018, the China Securities Regulatory Commission issued “Zheng
Jian Xu Ke [2018] No.1060" Approval in Relation to the Initial Public Issuance
of Shares by the Company and approved the Company to publicly issue no
more than 75,790,510 new shares. Based on the above approval, the Company
completed the initial public offering of A shares in July 2018. A total of
75,790,510 A shares were issued at the offer price of RMB26.71 per share. The
total proceeds were RMB2,024.4 million. After deducting offering expenses, the
net proceeds were RMB1,894.3 million.
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Report of the Board of Directors

Details of movements in the share capital of the Company during the year
ended 3| December 2018 are set out in note V.27 to the financial statements
of this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2018, the Company's reserves available for distribution,
calculated in accordance with the provisions of Companies Law in the
PRC, amounted to approximately RMB2,804.8 million (31 December 2017:
approximately RMB2,279.3 million).

BANK LOANS
Details of bank loans of the Group as at 3|1 December 2018 are set out in
note VIII.3 to the financial statements of this annual report.

BUSINESS REVIEW

OVERVIEW

In 2018, the Group focused on its long-term five strategies and solidified its
advantages in optical fibre preform, optical fibre and optical fibre cable industry.
While securing its leading position in telecom markets, the Company actively
explored global markets and relevant diversification fields to realise continuous
growth and to achieve various operational targets. In 2018, both revenue and
profits set historical records.

The Company maintained its leading position in the research and development
“R&D" of new technologies, new products and market exploration. The Ultra
Low Loss G654.E optical fibre, which would be used in trunk lines of 5G
networks, set world's records in terms of transmission length of 2.5G and 10G
signals without repeater. In 2018, the Company won the 2nd Class of National
Science and Technology Award again, and its state key laboratory ranked first
in laboratories evaluation in information fields and earmned “Excellent State Key
Laboratory” from Ministry of Science and Technology. As a company selected
in the first batch of smart manufacturing demonstration projects, the Company
steadily progressed its construction of smart manufacturing in Qianjiang plant
and optical fibre cable plant and completed multiple projects in terms of
transparent factory, operation arrangement and control, which helped the
Company to increase production efficiency and optimise operational costs. The
Company was also selected in the first batch of industrial platform innovative
application demonstration projects. In 2018, the Company followed excellent
performance model and continued to improve organisational structure and
management and won Global Excellence Award 2018 from the European
Foundation for Quality Management (EFQM), and was the first Chinese
company to win this award. The Company also won Gold Award from
global quality management team for consecutively 5 years. The Company's
institutional innovation was well recoganised.
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Optical fibre preform, optical fibre and optical fibre cable business is the main
business of the Company and is the core of its development. In 2018, the
Company promoted processes routes, improved the capacity and technology
of self-developed OVD and VAD processes, and further strengthened its
advantages in supply of optical fibre pre