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OPERATING RESULTS

Revenue

Gross profit

EBITDA @

Profit for the year

Profit attributable to owners of the Company
Earnings per share — basic (RMB fen)

FINANCIAL POSITION

Total assets

Total liabilities

Net assets

Equity attributable to owners of the Company

KEY RATIOS

Gross profit margin @
EBITDA margin @

Return on equity @
Current ratio ©

Gearing ratio ©

Net debts to equity ratio 7

Notes

(

(2)  Gross profit divided by revenue.

(3) EBITDA divided by revenue.

(4)

(5)  Current assets divided by current liabilities.

(6)  Total debts (bank borrowings) divided by total assets.
@)

FINANCIAL HIGHLIGHTS

2017
RMB in million

6,886.9
1,277.7
1,048.8
378.3
287.4
19.44

2017
RMB in million

12,361.8
4,929.0
7,432.8
5,367.3

2016
RMB in million

5,469.2
1,195.3
1,011.5
394.7
277.8
18.75

2016
RMB in million

10,872.9
3,624.3
7,248.6
5,228.3

2017

18.6%
15.2%
5.4%
1.42
7.7%
3.7%

1) ltis arrived at profit for the year before finance costs, income tax expense, depreciation and amortization.

Profit for the year attributable to owners of the Company divided by equity attributable to owners of the Company.

Total debts (bank borrowings) less cash and bank balances divided by equity attributable to owners of the Company.

Change

+25.9%
+6.9%
+3.7%
-4.2%
+3.4%
+3.7%

Change

+13.7%
+36.0%
+2.5%
+2.7%

2016

21.9%
18.5%
5.3%
1.58
8.5%
8.5%
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CHAIRMAN'S STATEMENT

On behalf of the Board of Directors (the “Board”), | am pleased to present the audited annual results of Xingda
International Holdings Limited (the “Company”) and its subsidiaries (collectively the “Group” or “Xingda”) for the year
ended 31 December 2017.

In 2017, the global economy continued to advance steadily on the recovery path. With the supply-side reform in China
continuing to go deeper and market demand growing at an even pace, the radial tire cord industry stayed on rebound
which started in 2016. A leading radial tire cord supplier, Xingda achieved satisfactory annual results, with revenue up by
25.9% year-on-year to RMB6,887 million for the review year. Selling price of radial tire cord products climbed, continuing
on the upward trend since 2016. However, with raw material costs starting to rise rapidly in the third quarter of 2017,
while gross profit increased by 6.9% to RMB1,278 million, gross profit margin shrank by 3.3 percentage points to 18.6%.
Profit attributable to owners of the Company was RMB287 million, representing an increase of 3.4% against 2016. Basic

earnings per share were RMB19.44 fen, representing a year-on-year increase of 3.7%.

The Board recommended payment of final dividend of 15.0 HK cents per share or approximately RMB12.1 fen per share for
the year ended 31 December 2017 (2016: 15.0 HK cents per share or approximately RMB13.4 fen per share).

In 2017, China entered the second year of its “13th Five-year Plan”. Facing changes of the economic model under the new
normal and challenges from the complicated and changing international environment, with “maintaining stability” as the
guiding theme and development objective, the overall Chinese economy was stable and started trending up. Steady growth
of the real estate and infrastructure investment industries has been driving development of the logistics industry, and in turn
goods transportation volume on roads and that has spurred radial tire replacement demand for trucks. At the same time,
the country’s continuous effort to cramp down on overrunning and overloading of trucks on the road stimulated the sales

of new trucks as well as the original equipment manufacturer truck tires in China.

As for overseas markets, on the back of the better-than-expected growth trend of the global economy, key economies
expanded alongside each other. Xingda grasped the favorable trend to actively implement its globalization strategy. Able
to flexibly cater to all the different needs of overseas markets for radial tire cords for trucks and passenger cars, it recorded

steady growth in overseas markets during the year, in particular with boosting sales of radial tire cords for trucks.

Between 1 January 2017 and 31 December 2017, the Group repurchased 5,398,000 shares on the Hong Kong Stock
Exchange at an average price of approximately HK$2.68 per share or in all approximately HK$14.5 million (after deducting
related expenses). Certain Executive Directors of the Company including me also purchased a total of 6,436,000 shares on
the Hong Kong Stock Exchange during the year to show our full confidence in the development of the Company in the

future.
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CHAIRMAN'S STATEMENT

On 12 June 2017, the Group announced the scrip dividend scheme that shareholders may choose in lieu of receipt of final
dividend payment for 2016. Shareholders of the Company may opt to receive an allotment of new shares of HK$0.1 each in
the share capital of the Company (“Scrip Shares”) in lieu of the final dividend of 15.0 HK cents per share (“Share”) in cash.
The issue price of the Scrip Shares is HK$2.67 per Share. Given the scheme, the Company’s controlling shareholders had
opted to receive the 2016 final dividend partly in Scrip Shares and partly in cash, and ultimately had been allotted 6,000,000
Scrip Shares, fully reflecting the optimism of the controlling shareholders about Xingda’s long-term business prospects.

Looking ahead, the tire industries in China will still be developing on a steady track. Demand-side improvement will
encourage notable progress of supply-side reform in the industry, and economic development and the implementation
of relevant policies in China are likely to bring long-term positive impact on radial tire demand for the industry. At the
same time, the industry will continue to consolidate, resulting in leading players having presiding influence on the industry
development trend. And, overseas, with the strategic thinking behind “The Belt and Road Initiative” giving guidance,
Chinese tire manufacturers will keep their eye on development opportunities in overseas markets. Emphasis on “quality”
will gradually replace that on “pricing”, which is going to lay a solid foundation for Chinese tire brands to build their
international reputation. As an industry leader, Xingda will insist on delivering products of premium quality, differentiating
its products from its peers’ and also looking for new business growth drivers. The Group will, in keeping pace with the ever-
changing market, draw up the corporate development strategies, and be a frontrunner in the new stage of development
of the industry. It will keep improving its business performance, which will allow it to reward long-standing shareholders

supportive of its advancement with reasonable dividends.

Last but not least, on behalf of Xingda, my sincere gratitude goes to our shareholders for their strong support, our

customers for their long-term trust and all staff for contributing to the development of the Group.

Liu Jinlan
Chairman
Shanghai, China, 23 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

INDUSTRY OVERVIEW

According to the China Rubber Industry Association, China’s tire output increased by 4% to approximately 636 million units
in 2017, of which approximately 594 million were radial tires. The steady rise in radial tire output was mainly the result of
the steady development of the Chinese economy and the logistics industry, which spurred the replacement demand of tires
and the increase of factory’s tire output. In 2017, radialization rate remained stable at 93% (2016: around 93%).

According to the China Association of Automobile Manufacturers, the country in all produced approximately 3,683,000
units of trucks in 2017, an increase of 16.9% year-on-year. The climb was mainly driven by the regulations governing the
overrunning and overloading of trucks, which has triggered the replacement phase for trucks in China. As for passenger
cars, about 24,807,000 units were made, up by 1.6% year-on-year, a notable decline against the 15.8% growth recorded
in 2016, mainly the result of the government lowering new vehicle purchase tax benefit.

BUSINESS REVIEW

During the year under review, such factors including hastened development of new infrastructure projects, the government
implementing policies to avoid illegal modification, overrunning and overloading of trucks has stimulated the truck
production, provision of purchase tax benefit to low-emission cars, slow growth of tire utilization rate and total road
logistics volume, and steady rise in trucks and passenger cars ownership in China, all helped drive demand for radial tires.
However, market demand for radial tire cord products fluctuated mildly in mid 2017 as a result of the short term destocking
by radial tire plants in the country. Overall, sales volume of radial tire cords of the Group increased by 7.8% to 653,400
tonnes during the year, accounting for 84.5% of the Group's total sales volume (2016: 88.6%). Sales volume of bead
wires and other wires increased by 54.1% to 119,800 tonnes, making up 15.5% of the Group's total sales volume (2016:
11.4%).

During the year, the economy of China has been steadily improving, frequent economic activities have been recorded, which
spurred the replacement demand for radial tires. Moreover, the sales volume of trucks in China was growing upward, which
led to a 9.1% year-on-year increase in the Group’s sales volume of radial tire cords for truck to 416,300 tonnes. As for the
sales volume of radial tire cords for passenger cars, there was a year-on-year increase of 5.4% to 237,100 tonnes, and by
market, recording slow down in Mainland China while a steady growth in overseas. Sales volume of radial tire cords for
trucks and passenger cars accounted for 63.7% and 36.3% of the Group's total sales volume of radial tire cord products,
respectively (2016: 62.9% and 37.1%).

6 XINGDA INTERNATIONAL HOLDINGS LIMITED



MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS REVIEW - CONTINUED

Sales Volume

2017 2016 Change

Tonnes Tonnes
Radial tire cords 653,400 606,300 +7.8%
— For trucks 416,300 381,400 +9.1%
— For passenger cars 237,100 224,900 +5.4%
Bead wires and other wires 119,800 77,800 +54.1%
Total 773,200 684,100 +13.0%

Demand for radial tires was stable in China during the year. The domestic sales volume of radial tire cords rose by 5.0%
to 511,600 tonnes (2016: 487,200 tonnes), representing 78.3% of the Group’s total sales volume of the product (2016:
80.4%). The Group also continued to expand its global business building on its brand advantages and stable customer
network and was rewarded with sustained healthy growth in its overseas markets. The pan-Asia Pacific region (excluding
China), America and European markets remained the Group's key markets. Export sales volume of the Group’s radial tire
cords increased by 19.1% to 141,800 tonnes (2016: 119,100 tonnes), accounting for 21.7% of the total sales volume of
radial tire cords in 2017 (2016: 19.6%).

As at the end of 2017, the Group’s total annual radial tire cord production capacity was 725,000 tonnes. The annual
production capacities of the Jiangsu factory and Shandong plant were 625,000 tonnes and 100,000 tonnes respectively.
The Group expects to see an increase, by a maximum of 100,000 tonnes per annum, in production capacity when its new
factory in Thailand commences production. The Group has an annual production capacity of 141,000 tonnes of bead wires

and other wires. During the year, the overall utilization rate of our facilities remained at 90% (2016: 90%).

2017 2017 2016 2016
Production Utilization Production Utilization
Capacity Rate Capacity Rate

(Tonnes) (Tonnes)
Radial tire cords 725,000 91% 670,000 92%
Bead wires and other wires 141,000 85% 105,000 73%
Overall 866,000 90% 775,000 90%

As at the end of 2017, the Group had offered to customers a wide variety of products including 294 types of radial tire

cords, 92 types of bead wires and other wires.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW

Revenue

The Group's revenue breakdown by product category is as follows:

RMB in million 2017  Proportion 2016 Proportion Change
Radial tire cords 6,157.0 89% 5,040.0 92% +22.2%
— For trucks 3,998.6 58% 3,203.6 58% +24.8%
— For passenger cars 2,158.4 31% 1,836.4 34% +17.5%
Bead wires and other wires 729.9 11% 429.2 8% +70.1%
Total 6,886.9 100% 5,469.2 100% +25.9%

The Group's total revenue in 2017 increased by 25.9%, or RMB1,417.7 million, to RMB6,886.9 million, mainly due to
the persistent robust demand for radial tire cords in China and steady development of overseas markets of the Group.

Moreover, it was also attributable to a year-on-year increase in average selling price of the Group's products.

Gross profit and gross profit margin

For the year under review, the Group’s gross profit rose by 6.9%, or RMB82.4 million, to RMB1,277.7 million (2016:
RMB1,195.3 million). Demand for radial tire cords has been fluctuating in the mid year of 2017 as a result of a brief
destocking by tire plants. Furthermore, with a surge in raw material cost in third quarter of 2017 was deferred to pass on
to the customers by a quarter and thus impacted on the Group’s gross profit margin in the second half of 2017. The gross

profit margin was down by 3.3 percentage points to 18.6% (2016: 21.9%).

Other income

Other income increased by RMB61.4 million or 169.7%, from RMB36.2 million in 2016 to RMB97.6 million for the year
under review, mainly due to the increase in income from sales of scrap materials and the increase in bank interest income

derived from placing fixed bank deposits of RMB1 billion.

Government grants

Government grants for the year decreased by 5.4% from RMB31.3 million in 2016 to RMB29.6 million mainly due to the

decrease in recurring subsidies from the local government.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW - CONTINUED

Distribution and selling expenses

In 2017, distribution and selling expenses increased by RMB32.4 million or 7.3% to RMB475.9 million (2016: RMB443.5

million), which was mainly caused by the higher transportation cost associated with higher sales volume.

Administrative expenses

Administrative expenses for the year increased by RMB15.2 million or 5.0% to RMB319.1 million. Such increase was mainly

due to depreciation charges on office premises and increase in salaries and pension provision.

Other gain and losses, net

Other gains and losses, net decreased by RMB66.8 million or 191.3% from net gain of RMB34.9 million in 2016 to net
loss of RMB31.9 million in 2017, mainly attributable to the net foreign exchange loss and the decrease in impairment loss
reversed on trade and other receivables which was partially offset by the reduction of loss on disposal of property, plant

and equipment.

Finance costs

Finance costs increased by RMB16.6 million or 77.3% to RMB38.1 million from RMB21.5 million in 2016. The increase was

mainly due to the increase of the average balance of bank borrowings.

Income tax expense

The Group’s income tax expense increased by RMB30.3 million to RMB103.2 million with an effective tax rate of 21.4%
(2016: 15.6%). An increase on both effective tax rate and income tax expense was mainly due to the decrease in portion
of income contributed by a major subsidiary of the Group, Jiangsu Xingda Steel Tyre Cord Co. Ltd., which enjoys a lower

income tax rate as compared with other operating subsidiaries of the Group.

Net profit

Taking the above factors into account, the Group’s net profit for the year ended 31 December 2017 decreased by RMB16.4
million or 4.2% from RMB394.7 million in 2016 to RMB378.3 million. If the deferred tax charges related to provision
of withholding tax from non-operating activities and net exchange (gain) loss arising from non-operating activities were
excluded, the adjusted net profit of the Group for the year ended 31 December 2017 would be RMB377.9 million,
representing a decrease of RMB24.7 million or 6.1% when compared with the previous year.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW - CONTINUED

Reconciliation of report profit and underlying profit

2017 2016

RMB’000 RMB’000

Profit for the year 378,284 394,722

Deferred tax charges related to the provision of withholding tax 7,015 2,485

Net exchange (gain) loss arising from non-operating activities (7,427) 5,401

Underlying profit for the year 377,872 402,608
Underlying profit for the year attributable to:

Owners of the Company 286,951 285,678

Non-controlling interests 90,921 116,930

377,872 402,608

LIQUIDITY, CAPITAL RESOURCES AND CAPITAL STRUCTURE

During the year under review, there was no significant change in the Group’s funding and treasury policy. The principal
source of liquidity and capital resources was cash flow generated from operating activities whereas the principal uses of

cash were expansion of production capacity, payment of dividends and saved as fixed interest deposits in banks.

Bank balances and cash including bank deposits of the Group increased by RMB276.8 million from RMB480.2 million as
at 31 December 2016 to RMB757.0 million as at 31 December 2017. The increase was mainly due to the cash generated
from operating activities of RMB1,012.6 million exceeding the cash used in investment activities of RMB526.4 million and in

financing activities of RMB209.4 million.
Borrowings increased by RMB30.2 million or 3.3% to RMB953.0 million as at 31 December 2017 from RMB922.8 million as

at 31 December 2016. The bank borrowings carry interest at market rates from 2.82% to 4.35% (2016: 1.88% to 4.35%)

and are repayable within one year from 31 December 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

LIQUIDITY, CAPITAL RESOURCES AND CAPITAL STRUCTURE - CONTINUED

The Group's current assets increased by 22.5% to RMB7,004.8 million as at 31 December 2017 from RMB5,719.5 million
as at 31 December 2016 and its current liabilities increased by 36.0% from RMB3,614.9 million as at 31 December 2016
to RMB4,917.5 million as at 31 December 2017. The Group’s current ratio, being defined as current assets over current
liabilities, decreased from 1.58 times as at 31 December 2016 to 1.42 times as at 31 December 2017. The decrease was
mainly caused by an increase in trade and other payables and bill payables. The gearing ratio which is measured by total
debts (borrowings) to total assets decreased from 8.5% as at 31 December 2016 to 7.7% as at 31 December 2017 mainly

due to an increase in total assets.
FOREIGN EXCHANGE RISK

The Group's sales and purchases were principally denominated in Renminbi, US dollars and euros. Part of the sales proceeds

in US dollars and euros have been used to purchase imported raw materials in the same currencies.

Apart from certain bank and debtors’ balances in US dollars, euros, Hong Kong dollars and Thai baht, most of the assets
and liabilities of the Group were denominated in Renminbi. Therefore, the Group was not exposed to significant foreign
exchange risk. The Group did not enter into any financial derivative instruments to hedge against foreign exchange currency
exposure during the year under review. However, the Group is closely monitoring the impact of change in value of Renminbi

on its operations and may consider appropriate hedging solutions, if required.
CAPITAL EXPENDITURE

For the year ended 31 December 2017, capital expenditure of the Group for property, plant and equipment amounted to
RMB541.8 million (2016: RMB352.1 million).

CAPITAL COMMITMENTS
As at 31 December 2017, the Group had made capital commitment of approximately RMB230.0 million (31 December 2016:
RMB136.3 million) for acquisition of property, plant and equipment and land use rights contracted for but not provided in

the consolidated financial statements. The Group did not make any capital commitment for acquisition of property, plant
and equipment authorised but not contracted for in both years.

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 31 December 2017 and 31 December 2016.

ANNUAL REPORT 2017 11



MANAGEMENT DISCUSSION AND ANALYSIS

PLEDGE OF ASSETS

As at 31 December 2017, the Group pledged bank deposits of RMB68.0 million to banks to secure bill payables of the
Group (31 December 2016: RMB69.5 million).

SIGNIFICANT INVESTMENTS
The Group had no significant investments for the years ended 31 December 2017 and 31 December 2016.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES, ASSOCIATES AND JOINT
VENTURES

Jiangsu Xingda Special Cord Co., Ltd., an indirect non wholly-owned subsidiary of the Company, acquired equity interest
representing approximately 22.2% of the total paid-up share capital of Shandong Xingda Steel Tyre Cord Co., Ltd., an
indirect non wholly-owned subsidiary of the Company, at a total consideration of approximately RMB117.5 million in June
2016.

Saved as disclosed, the Company had no other material acquisitions and disposals in relation to its subsidiaries, associates
and joint ventures for the years ended 31 December 2017 and 31 December 2016.

HUMAN RESOURCES

As at 31 December 2017, the Group had approximately 7,000 (31 December 2016: approximately 6,800) full time
employees. Total staff costs including directors’ remuneration for the year ended 31 December 2017 was approximately
RMB630.5 million (2016: approximately RMB540.0 million). Salaries are generally reviewed with reference to employees’
merit, qualifications and competence. The calculation of bonuses was based on an evaluation of individual efforts and
contributions to the financial performance of the Group. The Group also continues to provide training programs for staff to

enhance their technical and product knowledge as well as knowledge of industry quality standards.

In addition to salaries and bonuses, the Group also provides various benefits to employees through the Labour Union of
Jiangsu Xingda (“Xingda Labour Union"). Each year, Jiangsu Xingda contributes 2% of the total salary of its staff (“Union
Fee"”) to support operation of the Xingda Labour Union. The Union Fee, together with other funds obtained by the Xingda
Labour Union, are used to provide a variety of welfare benefits and services to employees of the Group, including provision
of staff quarters which employees may choose to purchase. For the year ended 31 December 2017, the amount of Union
Fees contributed by Jiangsu Xingda to the Xingda Labour Union amounted to RMB9.4 million (2016: RMB9.0 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

HUMAN RESOURCES - CONTINUED

According to the Social Insurance Regulations published by the State Council of China on 14 January 1999, the Group is
required to make contributions to pension funds and insurance policies for its employees. Full-time employees of the Group
in China are covered by the contributory pension scheme managed by the state entitling them to a monthly pension after
they retire. The PRC government is responsible for crediting the pension to the retired and the Group is required to make
annual contributions to the retirement scheme run by the Xinghua Municipality at a specified rate. The contribution is
booked in due course as an operating expense of the Group. Under the scheme, no forfeited contributions are available to
reduce the existing level of contributions. Apart from the pension funds, the Group has provided medical, personal accident

and unemployment insurance policies for its employees.

In 2009, the Board of Directors adopted a share award scheme to encourage and retain elite employees to stay with the
Group and to provide incentives to achieve performance goals with a view to attaining the objectives of increasing the
value of the Group and aligning the interests of selected employees directly to the shareholders of the Company through
ownership of shares. Pursuant to the scheme, shares will be purchased by the trustee in the market out of cash contributed
by the Company and be held in trust for the selected employees until such shares are vested in the selected employees in

accordance with the provisions of the scheme.

In 2010, 5,000,000 shares in the Company (the “First Batch Shares”) were purchased by the trustee on the public market.
In 2011, another 5,000,000 shares in the Company (the “Second Batch Shares”) were purchased by the trustee on the
public market. In 2013, 10,481,000 shares in the Company were purchased by the trustee on the public market, of which
5,000,000 shares were added to the Second Batch Shares and the remaining 5,481,000 shares were treated as the “Third
Batch Shares”. In 2014, 4,519,000 shares in the Company were purchased by the trustee on the public market and were
added to the “Third Batch Shares”. In 2016, 7,282,000 shares in the Company were purchased by the trustee on the public
market (the “Fourth Batch Shares”). In 2017, 601,011 scrip shares allotted under the scrip dividend scheme of the Company
were added to the Fourth Batch Shares and were held by the trustee. As at 31 December 2017, the balances of the Third
Batch Shares and Fourth Batch Shares were 3,416,000 shares and 7,883,011 shares respectively.

As at 31 December 2017, all the First Batch Shares and the Second Batch Shares have been vested with selected employees.
Two-thirds of the Third Batch Shares have been vested with selected employees. The remaining one-third of the Third Batch
Shares are expected to be vested with selected employees in 2018. The Fourth Batch Shares are expected to be vested with

selected employees in a three year period from 2019 to 2021.
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MANAGEMENT DISCUSSION AND ANALYSIS

PROSPECTS

In 2017, the Chinese economy was well, meeting the 6.9% GDP growth target set at the beginning of the year and
completing the second year of the “13th Five-year Plan” in steady strides. In the future, the “New Normal” will present
both opportunities and challenges for a long time to come. The government will push on with the supply-side structural
reform, and with that providing guidance, consolidation of the radial tire cord industry will continue, with obsolete capacity

to be eliminated and players will have to keep strengthening their ability to adapt to changes in the market and demand.

In addition, the introduction and implementation of national policies will bring significant impacts to the industry. These
policies included regulations governing the overrunning and overloading of trucks, tightening of standards of tires for trucks,
and waiving of purchase tax on new energy vehicles between 2018 and 2020, which together will start a long-term trend
of upgrade or replacement of passenger cars and trucks, which will in turn stimulate demand for radial tire cord products.
The country actively pushing forward its “The Belt and Road Initiative” will also encourage its radial tire cord industry to “go
out”, enhance product quality, improve its supply structure, change its positioning that emphasizes pricing and work hard

to build its brand presence and eminence in the international market.

The Group believes that the favorable international and domestic economic environment will prevail in 2018, and this
macro-environment will benefit the automobile, radial tire and radial tire cord industries in China, enabling them to move
from recovery into the fast-growth stage and ultimately achieve new breakthroughs. Xingda will seize the chance to
establish its unique competitive edges, strengthen its core competitiveness and fortify market leadership. It will take its
global sales strategy to the depth so as to expand business coverage and its international clientele. Facing the ever-changing
political and market environment in China and overseas, the Group will grasp opportunities and not shy away from meeting

challenges, for it is determined to be a leader blazing the trail of development for the industry.
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

EXECUTIVE DIRECTORS

Mr. LIU Jinlan (2/88%), aged 68, has been a Director and the chairman of the Board since April 2005 and was in August
2005 designated as an executive Director. He has also been a director of Faith Maple International Ltd. (“Faith Maple”)
since 16 June 2004, a director of E3EBIFN(_E/&)EFERELRER AR (Xingda International (Shanghai) Special Cord Co., Ltd.*)
("Xingda International (Shanghai)”) since 18 September 2006, a director of L& EEELBEAGAR LA (Jiangsu
Xingda Special Cord Co., Ltd.*) (“Xingda Special Cord") since 13 June 2007 and a director of LR EEHERAR A A
(Shandong Xingda Steel Tyre Cord Co., Ltd.*) (“Shandong Xingda”) since 27 June 2011. Both Faith Maple and Xingda
International (Shanghai) are wholly-owned subsidiaries of the Company whereas Xingda Special Cord is a non-wholly owned
subsidiary of the Company. He joined Xingda Steel Tyre Cord Group, the predecessor of ;L& @iz il SR B R A7) (Jiangsu
Xingda Steel Tyre Cord Co., Ltd.*) ("Jiangsu Xingda”) since May 1994 and has been a director of Jiangsu Xingda since its
establishment in 1998. He is also the sole director of Great Trade Limited, a company which has an interest in the shares
and underlying shares of the Company which would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the Securities and Futures Ordinance (“SFO"). Mr. Liu was awarded BIZREIZ Tt 458 — 558 (the
State Science and Technology Improvement Award (Second Class)*) in respect of development of production technology for
high-performance (new structures) radial tire cords for use in radial tires by the State Council in 2005. He was recognized as
BRI E£RIEZREIEA (Leader in Technology Development in China Rubber Industry*) by the China Rubber Industry
Association in April 2005 and was awarded FH¥#E 8 —2 42 (the Technology Improvement Award (First Class)*) in respect
of development of production technology for high-performance (new structures) radial tire cords for use in radial tires by F
B A mA{LE2TE#H%E (China Petroleum and Chemical Industry Association*) in December 2003 and 2B —&#&hiEE
(the National 1 May Labor medal*) by %2 B4 T& (All China Federation of Trade Unions*) in April 2003. He is a senior
engineer. Mr. Liu has more than 22 years of experience in the radial tire cord manufacturing industry. He is the father of

Mr. Liu Xiang, who is an executive Director of the Company.

Mr. LIU Xiang (%/%), aged 41, has been an executive Director since August 2005. He has also been a director of Xingda
International (Shanghai) since 18 September 2006 and a director of Xingda Special Cord since 13 June 2007. He has been
the general manager and a director of Jiangsu Xingda since January 2003 and is responsible for the overall operation of
Jiangsu Xingda with a particular focus on production. He joined Xingda Steel Tyre Cord Group, the predecessor of Jiangsu
Xingda, in late 1995 and served in the supply and marketing department. He is also the sole director of In-Plus Limited, a
company which has an interest in the shares and underlying shares of the Company which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part XV of the SFO. Mr. Liu Xiang obtained a bachelor degree in
computer science and technology from FEZBIEE8E (Xi‘an Tongxin Xueyuan*) of B ARAZNE (the People’s Liberation
Army*) in 2004. In 2009, he graduated from Fudan University with a master's degree in business administration. Mr. Liu has
approximately 22 years of experience in the radial tire cord manufacturing industry. He is the son of Mr. Liu Jinlan, who is

an executive Director of the Company.
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DIRECTORS’ AND SENIOR MANAGEMENT'S BIOGRAPHIES

EXECUTIVE DIRECTORS - CONTINUED

Mr. TAO lJinxiang (F§#%), aged 55, has been an executive Director since August 2005. He has also been a director
of Xingda International (Shanghai) since 18 September 2006, a director of Xingda Special Cord since 13 June 2007 and
a director of Shandong Xingda since 6 June 2016. He joined Xingda Steel Tyre Cord Group, the predecessor of lJiangsu
Xingda, in May 1994, and since the establishment of Jiangsu Xingda in 1998, he has been a vice president and a director
of the sales and marketing department of Jiangsu Xingda with the overall responsibility of formulating sales and marketing
plans. He is also the sole director of Perfect Sino Limited, a company which has an interest in the shares and underlying
shares of the Company which would fall to be disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO. He attended senior sales and marketing executives training classes organized by B8R4k 0 (Executives
Training Centre*) of Tsinghua University and obtained a certificate in May 2004. Mr. Tao has more than 22 years of

experience in the radial tire cord manufacturing industry.

Mr. ZHANG Yuxiao (RFHE), aged 48, has been an executive Director and Chief Financial Officer of the Company since
August 2005. He has also been a director of lJiangsu Xingda since 25 January 2003, a director of Xingda International
(Shanghai) since 18 September 2006, a director of Xingda Special Cord since 13 June 2007 and a director of Shandong
Xingda since 27 June 2011. He joined Jiangsu Xingda in January 2000 and has been a vice president of Jiangsu Xingda
since then. He is responsible for accounting and finance and international market development. From 1995 to 2000, he was
the vice president of Clemente Capital (Asia) Limited and was responsible for investment management. Mr. Zhang obtained
a bachelor's degree in sciences from Fudan University in July 1991. Mr. Zhang has more than 17 years of experience in the

radial tire cord manufacturing industry.

NON-EXECUTIVE DIRECTOR

Ms. WU Xiaohui (Bf/)N&), aged 57, has been a non-executive Director since August 2005. She joined China National
Cereals, Oils and Foodstuffs Import and Export Corporation (“COFCO”) in August 1986 and had served in various positions.
She was the director of the Finance Department of COFCO from July 2000 to February 2002. She served as the Chief
Financial Officer of COFCO from February 2002 to November 2012. She has been the Vice President of COFCO since
November 2012 and she is in charge of the financing activities of COFCO. She graduated from &#F4EZ A& (the Capital
University of Economics and Business*) with a master’s degree in economics in July 2002 and from FEIARKE—51 (The
First Branch Campus of Renmin University of China*) with a bachelor’s degree in economics in July 1986. Ms. Wu has over

32 years of experience in finance and accounting.
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DIRECTORS' AND SENIOR MANAGEMENT'S BIOGRAPHIES

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. KOO Fook Sun, Louis (B8%8 &), aged 61, has been an independent non-executive Director since August 2005. Mr. Koo
is the managing director of Hercules Capital Limited, a corporate finance advisory firm. Prior to the founding of Hercules
Capital Limited, he was the managing director and head of corporate finance department of a major international bank,
and a director and chief executive officer of a company listed on the Main Board of the Hong Kong Stock Exchange. Mr.
KOO was the independent non-executive director of Midland Holdings Limited from September 2004 to June 2017. Mr. Koo
also serves currently as an independent non-executive director of Good Friend International Holdings Inc., Li Ning Company
Limited and Winfull Group Holdings Limited (all of which are companies listed on the Main Board of the Hong Kong Stock
Exchange). While Mr. Koo has served as an independent non-executive Director for more than 9 years since August 2005,
the Board believes that he is able and will continue to exercise independent and professional judgment in relation to matters
and affairs of the Company, as he has displayed his competence in serving as an independent non-executive director in
various public listed companies. Mr. Koo graduated with a bachelor’s degree in business administration from the University
of California at Berkeley in the United States of America and is a certified public accountant.

Mr. William John SHARP, aged 76, has been an independent non-executive Director since August 2005. He has been
appointed as the Vice Chairman of the Board with effect from 1 January 2016. Mr. Sharp is also a member of the audit
committee of the Board and the chairman of the remuneration and management development Committee of the Board.
Mr. Sharp is the president of Global Industrial Consulting, a consulting firm. He is also an independent director of China
Zenix Auto International Limited, an NYSE-listed manufacturer of commercial vehicle wheels. He joined The Goodyear Tire
& Rubber Company in 1964 and was the President of its North American Tire group between 1999 and 2000. Prior to that,
he was the President of its Global Support Operations between 1996 and 1999, and the President of Goodyear Europe from
1992 to 1996. While Mr. Sharp has served as an independent non-executive Director for more than 9 years since August
2005, the Board believes that he is able and continue to exercise independent and professional judgement in relation to
matters and affairs of the Company, as he has displayed his competence in serving as an independent director in another
public listed company. Mr. Sharp graduated with a bachelor's degree of science, majoring in industrial engineering, from
The Ohio State University in 1963 and has more than 50 years of experience in the tire manufacturing industry.

Ms. XU Chunhua (&%), aged 74, has been an independent non-executive Director since August 2005. She has served in
various positions in Beijing Research and Design Institute of Rubber Industry since 1965. She was the deputy dean in charge
of technology research and development between 1995 and 2003. She was also the person in charge of the “H&R * [KEE)
PN T ks Y EREERMFEZ" (Development of Production Techniques for Radial Tyre Products of High Speed and
Low Rolling Resistance*) project, one of the “fA"BIREHFHIINEEIEE (Key Technologies Research and Development
Program for the Ninth “Five-Year Plan”*) in 1995. Ms. Xu has been the deputy chairman of the China Rubber Industry
Association since 2004. She has been the head of BZEMEIHEZ B (the skeleton materials committee*) and &)
B F 5 2(the rubber chemicals committee*) since 2002 and 2001, respectively. Since May 2007, she has served as an
independent director of China Sunsine Chemical Holdings Ltd., a company listed on the Singapore Exchange Limited. While
Ms. Xu has served as an independent non-executive Director for more than 9 years since August 2005, the Board believes
that she is able and will continue to exercise independent and professional judgment in relation to matters and affairs of
the Company, as she has displayed her competence in serving as an independent director in another public listed company.
She completed her studies in the macromolecular curriculum of the chemistry faculty of Fudan University in 1965 and has

more than 50 years of experience in technology research relating to rubber chemicals.
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COMPANY SECRETARY

Mr. CHENG Kam Ho (E$8%), aged 42, is the company secretary of the Company. Mr. Cheng joined the Company as
a member of its senior management in July 2008. He has more than 18 years of experience in finance, accounting and
auditing. Mr. Cheng worked in accounting firms in Hong Kong from July 1998 to June 2008 before joining the Company.
He has been a member of the Hong Kong Institute of Certified Public Accountants since 19 July 2005. Mr. Cheng graduated
from The Hong Kong Polytechnic University with the degree of Bachelor of Arts in Accountancy in 1998.

* denotes an unofficial English translation of a Chinese name
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DIRECTORS’ REPORT

The directors of the Company ("Directors”) are pleased to present the annual report and the consolidated financial
statements of the Group for the year ended 31 December 2017.

PRINCIPAL ACTIVITIES

The Group is principally engaged in the manufacturing and trading of radial tire cords, bead wires and other wires. The
Company acts as an investment holding company. The principal activities of the principal subsidiaries of the Company are
set out in note 38 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

Details of the Group’s results for the year ended 31 December 2017 are set out in the consolidated statement of profit or
loss and comprehensive income on page 69 of the annual report.

A final dividend of 15.0 HK cents per share for the year ended 31 December 2016 was paid to the shareholders of the
Company during the year ended 31 December 2017.

The Board has recommended the payment of a final dividend of 15.0 HK cents (approximately RMB12.1 fen) per share for
the financial year ended 31 December 2017 with the shareholders of the Company being given an option to elect to receive
such proposed final dividend all in new shares, or all in cash, or partly in new shares and partly in cash (the “Scrip Dividend
Scheme”). The proposed final dividend will be paid to the shareholders whose names appear on the register of members of
the Company on Friday, 8 June 2018.

The Scrip Dividend Scheme is subject to (1) the approval of the proposed final dividend at the forthcoming annual general
meeting; (2) the Stock Exchange granting the listing of and permission to deal in the new shares to be issued pursuant
thereto; and (3) where necessary, the white wash waiver granted by the Executive Director of the Corporate Finance Division
of the Securities and Futures Commission or any of his/her delegate.

A circular containing full details of the Scrip Dividend Scheme together with the form of election will be sent out to the
shareholders on or around Monday, 25 June 2018. It is expected that the final dividend for the new shares or cash (as
appropriate) will be dispatched to the shareholder on or around Friday, 20 July 2018.

BUSINESS REVIEW

The business review of the Group for the year ended 31 December 2017 is set out in the section headed “Management
Discussion and Analysis” on pages 6 to 14 of this annual report.

COMPLIANCE WITH LAWS AND REGULATIONS
The Group's operations are mainly carried out by the Company’s subsidiaries in China while the Company itself is listed on

The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The Group has complied with all the relevant laws and
regulations in China and Hong Kong during the year ended 31 December 2017.
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DIRECTORS’ REPORT

ENVIRONMENTAL POLICIIES AND PERFORMANCE

The Group's environmental policies and performance for the year ended 31 December 2017 are set out in the section
headed “2017 Environmental, Social and Governance Report” on pages 51 to 63 of this annual report.

PERMITTED INDEMNITY PROVISION

The Company’s articles of association (the “Articles of Association”) provides that every Director shall be indemnified out of
the assets and profits of the Company against all actions, costs, charges, losses, damages and expenses as a result of any

act or failure to act in carrying out his/her functions.

During the year the Company has maintained Directors’ liability insurance.
CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Thursday, 17 May 2018 to Wednesday, 23 May 2018, both
days inclusive, during which period no transfer of shares will be registered. In order to be entitled to attend and vote
at the forthcoming annual general meeting to be held on Wednesday, 23 May 2018, all duly completed transfer forms
accompanied by the relevant share certificates must be lodged with the Hong Kong branch share registrar and transfer
office of the Company, Boardroom Share Registrars (HK) Limited at Room 2103B, 21/F., 148 Electric Road, North Point,
Hong Kong, for registration not later than 4:30 p.m. on Wednesday, 16 May 2018.

The proposed final dividend for the year ended 31 December 2017 is subject to the approval by the shareholders of the
Company at the forthcoming annual general meeting to be held on Wednesday, 23 May 2018. The register of members
of the Company will be closed from Wednesday, 6 June 2018 to Friday, 8 June 2018, both days inclusive, during which
period no transfer of shares will be registered. In order to qualify for receiving the final dividend, all duly completed transfer
forms accompanied by the relevant share certificates must be lodged with Boardroom Share Registrars (HK) Limited at Room
2103B, 21/F., 148 Electric Road, North Point, Hong Kong, for registration not later than 4:30 p.m. on Tuesday, 5 June 2018.

DONATION

During the year, the Group did not make any charitable donations.

FINANCIAL SUMMARY

A summary of the published results and assets and liabilities of the Group for the past five financial years, as extracted from
the consolidated financial statements, is set out on pages 143 and 144 of this annual report. This summary does not form
part of the consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT AND INVESTMENT PROPERTIES

Details of movements in the property, plant and equipment and investment properties of the Group during the year ended

31 December 2017 are set out in notes 18 and 20 to the consolidated financial statements, respectively.
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USE OF PROCEEDS

DIRECTORS’ REPORT

The net proceeds from the Company’s offering of new shares at its listing on the Main Board of the Stock Exchange

amounting to approximately HKD1,087 million are intended to be applied for the following purposes:

. approximately HKD550 million is intended for the expansion of the production capacity of the production facilities;

. approximately HKD70 million is intended for the installation of a manufacturing execution system (MES) and logistics

management system;

. approximately HKD250 million is intended for implementing the overseas expansion strategies through acquisition of

suitable business targets;

. approximately HKD180 million is intended for the set-up of international development departments; and

. the remaining balance of approximately HKD37 million is intended to be used as general working capital.

Up to 31 December 2017, the Group has utilised approximately HKD694 million of the net proceeds and the details are as

follows:

Expansion of the production capacity of the production
facilities

Installation of a manufacturing execution system (MES) and
logistics management system

Implementing the overseas expansion strategies through
acquisition of suitable business targets

Set-up of international development departments

Working capital

Total

Proposed uses of
fund as stated in
the Company'’s

Actual utilized

Balance of net

prospectus dated funds as at proceeds as at
8 December 2006 31 December 2017 31 December 2017
HKD'000 HKD’'000 HKD'000

550,000 550,000 -

70,000 17,495 52,505

250,000 - 250,000

180,000 89,358 90,642

37,000 37,000 -

1,087,000 693,853 393,147
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USE OF PROCEEDS - CONTINUED

The remaining amount of approximately HKD393 million was placed in short term deposits with licensed banks in Hong
Kong and the People’s Republic of China. The Group intends to apply the use of proceeds in accordance with that as

disclosed in the Company's prospectus dated 8 December 2006 (the “Prospectus”).

The net proceeds of approximately HKD740,700,000 from the placing and top-up subscription arrangement completed in
September 2010 were also placed in short term deposits with licensed banks in Hong Kong. As at 31 December 2017, all
the net proceeds were utilised for enhancing the production facilities of a non-wholly owned subsidiary of the Group and

financing the working capital.
SHARE CAPITAL

Details of movements in the share capital of the Company during the year ended 31 December 2017 are set out in note 30

to the consolidated financial statements.
RESERVES

Movements in the reserves of the Group and the Company during the year ended 31 December 2017 are set out in the
consolidated statement of changes in equity on pages 72 and 73 of this annual report and note 39 to the consolidated

financial statements respectively.
DISTRIBUTABLE RESERVES OF THE COMPANY

As at 31 December 2017, the Company's reserves available for distribution represent the share premium and contributed
surplus net of retained losses which in aggregate amounted to approximately RMB791.4 million (2016: RMB834.5 million).
Under the Companies Law (Revised) Chapter 22 of the Cayman Islands, the share premium of the Company is available for
paying distributions or dividends to shareholders subject to the provisions of its memorandum and articles of association and
provided that immediately following the distribution of dividend the Company is able to pay its debts as they fall due in the
ordinary course of business. In accordance with the Articles of Association, dividends shall be distributed out of the retained

profits or other reserves, including share premium and contributed surplus, of the Company.
BANK BORROWINGS

Particulars of bank borrowings of the Group as at 31 December 2017 are set out in note 28 to the consolidated financial
statements and the section headed “Management Discussion and Analysis” of this annual report.
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DIRECTORS
The Directors during the year ended 31 December 2017 and up to the date of this annual report were:

Executive Directors:

Mr. LIU Jinlan (Chairman)
Mr. LIU Xiang

Mr. TAO Jinxiang

Mr. ZHANG Yuxiao

Non-executive Director:

Ms. WU Xiaohui

Independent Non-executive Directors:

Mr. KOO Fook Sun, Louis
Mr. William John SHARP (Vice Chairman)
Ms. XU Chunhua

Mr. Liu Xiang, Ms. Wu Xiaohui and Mr. William John Sharp will retire from office by rotation in accordance with Article
87 of the Articles of Association. Ms. Wu Xiaohui will not offer herself for re-election at the forthcoming annual general
meeting of the Company. Mr. Liu Xiang and Mr. William John Sharp, being eligible, will offer themselves for re-election at
the forthcoming annual general meeting of the Company. The biographical details of the Directors and senior management

of the Group are set out on pages 15 to 18 of this annual report.

The Company has received from each of the independent non-executive Directors an annual confirmation of his/her
independence pursuant to Rule 3.13 of the Rules Governing the Listing of Securities on the Stock Exchange (“Listing
Rules”). The Company considers that, as at the date of this annual report, all of the independent non-executive Directors

are independent.
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DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service agreement with the Company for an initial term of three years.
Thereafter, the term will continue subject to termination by the Company by giving three months’ prior written notice to

the relevant Director.

The non-executive Director has entered into a service agreement with the Company for a period of three years, upon the
expiration of which the service agreement shall lapse and expire, and subject to termination at any time by either party

giving not less than three months’ prior notice in writing to the other party.

Each of the independent non-executive Directors has signed a letter of appointment for a term of three years which is
determinable by either party at any time by giving to the other not less than three months’ prior written notice. Thereafter,
the term shall continue subject to termination by either party by giving to the other not less than three months’ prior

written notice.

None of the Directors being proposed for re-election at the forthcoming annual general meeting of the Company has a
service contract which is not determinable by the Group within one year without payment of compensation, other than

statutory compensation.
RELATED PARTY TRANSACTIONS

Certain related party transactions were entered into by the Group during the year ended 31 December 2017, the details of
which are set out in note 35 to the consolidated financial statements. None of these related party transactions constitutes
connected transaction or continuing connected transaction which is required to be disclosed under the Listing Rules. Save
as disclosed herein, no other related party transactions were entered into by the Group during the year ended 31 December
2017.

DIRECTORS’ INTERESTS IN TRANSACTIONS, ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE

No transaction, arrangement or contract of significance in relation to the Group’s business to which the Company or any of
its subsidiaries was a party and in which a Director or an entity connected with a Director had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any time during the year.

CONTROLLING SHAREHOLDERS' INTERESTS IN CONTRACTS OF SIGNIFICANCE

No contract of significance between the Company or any of its subsidiaries and a controlling shareholder or any of its
subsidiaries subsisted during the year ended 31 December 2017. There was also no contract of significance for the provision
of services to the Company or any of its subsidiaries by a controlling shareholder or any of its subsidiaries during the year
ended 31 December 2017.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or any substantial part of the business of the

Company were entered into or existed during the year.

24 XINGDA INTERNATIONAL HOLDINGS LIMITED



DIRECTORS’ REPORT

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

As at 31 December 2017, the interests and short positions of the Directors and chief executive of the Company in the

shares, underlying shares and debentures of the Company and its associated corporations (as defined in Part XV of

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hon