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Highlights
2018

Zhongshan Yongfa Papermaking Base won the “Guangdong
Eco-Green Paper Engineering Technology Research Center”

Zhongshan Rengo Hung
Hing Papermaking Base
successfully developed
and put into production 50
grams of AA grade low
gram weight high strength
corrugated core paper

Zhengye Packaging
Zhongshan Base automatic
logistics production line
operation

Zhengye Packaging Zhuhai Base Production Line Expansion Project Construction
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Highlights 2018

Zhengye Packaging Zhuhai Base cooperates with internationally
renowned company NEFAB Group

Zhongshan Rengo Hung Hing Papermaking Base has added a new Zhongshan Yongfa Papermaking Base added 8000 m?* semi-
environmentally friendly aerobic 5000 m® processing system processing system for environmental protection new aerobic

system

Zhengye Packaging Shijiazhuang Zhengye Company Successfully and Gree Development

Integration Project
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e
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Highlights 2018

Zhongshan Yongfa Paper Co,, Ltd. awarded the “Diamond Customer” honour of Guangfa Bank Zhongshan Branch in 2018
Zhengye Packaging (Zhongshan) Co,, Ltd. awarded the "Diamond Customer” honour of Guangfa Bank Zhongshan Branch in 2018
Zhengye Packaging (Zhongshan) Co., Ltd. awarded the "Platinum Customer” honour of Bank of China Zhongshan Branch in 2018

Zhengye International Marathon Team was established and held a start-up event
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Chairman’s
Statement

Dear Shareholders,

On behalf of the board of directors
(the"Board”), | am pleased to present
the annual results report of Zhengye
International Holdings Company
Limited (the “"Company” or “Zhengye
International’, together with its
subsidiaries, our “Group” or the “Group”)
for the year ended 31 December 2018
(the "Year”).

Business Review

Since 2016, the Group has re-established the management team of the two major divisions of papermaking and packaging, and comprehensively
promoted the simultaneous development of the two major segments. In the papermaking business, the Group adjusted its development strategy,
vigorously promoted the research and development and production of low-quantity and high-strength special industrial packaging papers, which
further broadened the varieties of corrugated core paper products, and won market recognition. The Company produced low-quantity, high-strength
corrugated medium paper products are in the leading position in the industry. In the packaging business, the Group focused on promoting
environmentally friendly packaging for home appliances, researching and developing honeycomb paper-based products, partially replacing traditional
packaging materials such as plastics and foams, and maintaining industry leadership in the development of green packaging. The sales of honeycomb
paper-based products produced by the Company are leading in the country. The sales of home appliances and environmentally friendly paper-based
packaging products are also in the leading position in the national appliance industry. In the past three years, the Company’s revenue has grown
steadily, and its gross profit and profit have remained at a good level in the industry. The company maintains a stable dividend every year, which
enables shareholders to obtain stable returns.

Looking back on 2018, China’s paper industry has experienced wind and rain. Under the limited supple of domestic waste paper, while the restrictions
of foreign waste paper import and national environmental protection policies, domestic waste paper costs have risen sharply, environmental
protection costs have been rising, and downstream The carton industry was affected by the Sino-US trade friction in the international market, and
orders fell. Under the pressure of rising product costs but falling sales unit prices and destocking, the paper packaging industry was affected as a whole,
and some enterprises were in dire straits. In such a rapidly changing business environment, the Group faced difficulties and continued to make
strategic adjustments in management and production structure optimization. During the year, the Group strengthened its industrial structure,
improved the product and service quality, and strengthened research and development investment, continuous reform and innovation, the Group's
business has been able to grow steadily.

Annual Report 2018 08



Chairman’s Statement

The Group's overall turnover amounted to RMB2,848,016,000 for the year ended 31 December 2018, a year-on-year increase of 17.97% (for the year
ended 31 December 2017: RMB 241,4127,000). Gross profit was RMB509,702,000 (for the year ended 31 December 2017: RMB531,493,000), the gross
profit margin was about 17.9%, and Profit and total comprehensive income for the year attributable to the owners of the Company was approximately
RMB109,358,000. It decreased by about 40.15% in the same period last year. Basic earnings per share amounted to approximately RMB22 cents.

Despite of the overall profit of the Group has fallen from the high level in 2017, it has maintained a steady growth in product sales volume and its
revenue. It has made great gains in expanding product varieties, developing quality customers and stabilizing product quality, not only capturing new
opportunity, gaining recognition from many brand customers and enhancing the Group's good reputation in the paper and packaging industry, laying
a solid foundation for future innovation and development.

Outlook and Acknowledgements

Looking ahead, the world economic environment is expected to continue to improve. The Group has completed internal management integration
and excellent management team building in the past three years. The sales and profitability have further improved. The Group is committed to
becoming a leading paper and packaging company in China and is committed to low production quantitative and high-strength special packaging
papers are committed to promoting the confidence of environmentally friendly green packaging. The Group will seek new business growth
opportunities in the paper and packaging industry on the basis of strengthening the profitability of existing businesses, and actively explore and
develop in the domestic and overseas markets. Strive for greater growth in business and create more lucrative returns for shareholders!

Finally, on behalf of the Board of the Group, | would like to thank to management staff and all staff who have worked hard and contributed to the
Group. | also express my sincere gratitude to the Group's customers, suppliers, business partners and shareholders for their continued support.

Hu Zheng
Chairman

Hong Kong, 22 March 2019
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Management Discussion and Analysis
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Business Review
The Group is principally engaged in the production and sale of paper-based packaging products used in consumer products such as household air

conditioners, food seasonings and small household electronic products, as well as the production and sale of corrugated medium paper from recycled
waste paper. The Group also provides customer with services for packaging design, printing, logistics, etc. of paper-based packaging, and provides
customers with integrated packaging solutions. The Group is committed to become the world’s leading paper and packaging enterprise to produce
low-quantity, high-strength special packaging paper, and to promote the green packaging for household appliances. The Group'’s products mainly
include corrugated medium paper and paper-based packaging products (i.e. watermark cartons, colour printing cartons and honeycomb paper-based
products). The Group’s main production bases are located in Zhongshan, Zhuhai in Guangdong Province, and Wuhan, Zhengzhou in Central China,
and Shijiazhuang in Northern China. The Group is currently comprised with seven subsidiaries and one holding company in the above regions. The
Group's paper-based packaging products are among the best in air-conditioning packaging, condiment packaging and other sub-sectors, and the
Group have maintained amicable relationships with many well-known brands domestically and abroad. The low-weight and high-strength corrugated
medium paper products produced by the Group have won the favor of customers in the Pearl River Delta market in Guangdong, leading to a steady
increase of its market share.

For paper-making segment in the year, due to restrictions imposed on imported waste and intensified national environmental protection inspections,
cost of domestic waste paper has risen sharply, whilst price of raw paper has been under pressure as a result of the weak demand from downstream
packaging enterprises. In view of an overall bleak outlook of the paper-making industry, the Group has intensified its innovation capabilities and
successfully produced 50g and 65g AA grade low-quantity high-strength corrugated medium papers, striving to expand its customer base, stabilize
product quality, strengthen market position, reduce various costs and realise continuous growth. Revenue of this segment has enjoyed an upsurge of
RMB351,546,000 or 23.57% to RMB1,842,803,000 in the Year as compared with previous year. Notwithstanding profit has declined in the Year facing a
sluggish market as compared to the previous year, the Group still witnessed the profitability and prospects of the industry.

Looking back at 2018, the Group further upgraded its production facilities for the paper-based packaging segment to reduce staff costs, improve
management efficiency and strengthen quality control, and it also established automatic logistics in certain plants and replaced certain core
equipment to promote production efficiency. As a result, the packaging segment recorded revenue of RMB1,005,213,000 in the Year, an increase by
RMB82,343,000 or 8.92% as compared with the previous year whilst profit also rose by RMB7,757,000. Amongst others, corrugated boxes and
honeycomb paper products accounted for 77.28% and 22.72% of the total revenue of paper-based packaging products respectively (75.96% and
24.04% respectively for Year 2017).

13 Zhengye International Holdings Company Limitec



Management Discussion and Analysis

Product Introduction

Corrugated Medium Paper

The Group produces 50 to 140 grams of high-strength corrugated medium paper. Except for some of the Group's paper-based packaging products as
raw materials, it is mainly sold to paperboard manufacturers and carton packaging manufacturers in the Pearl River Delta region of Guangdong. The
total number of customers currently serving exceeds hundreds. The Group has been committed to the development of low-weight and high-strength
corrugated core paper products to meet the demand of low-gross and high-strength materials for downstream packaging companies, to reduce the
cost of packaging enterprises, and to achieve win-win cooperation with customers. In the eight years, we successfully developed 50g and 65g low-
quantity high-strength corrugated core paper products, which won the recognition and support of customers.

Paper-Based Packaging Products

The Group's paper packaging products use containerboard and corrugated medium paper as the main raw materials, including watermark cartons,
colour printing cartons and honeycomb paper-based products. In 2018, the revenue in paper-based packaging products of the Group’s was
RMB1,005,213,000, representing an increase of 8.92% as compared with 2017 and for approximately 35.30% of the Group's sales. The gross profit
margin of paper-based packaging products in 2018 was approximately 20.82%.

Watermark Cartons

The Group's watermark cartons are mainly used for household air-conditioning packaging, small household appliance packaging, household electronic
consumer products, and food seasoning product packaging. The Group continues to ensure high-quality product supply and quality after-sales service,
and enhance customer trust and access. Many brand customers favor and maintain long-term stable cooperation.

Colour Printing Cartons

In order to meet customers' requirements for different product packaging quality, the Group also provides high-quality colour printing cartons for
household air-conditioning packaging, small household appliance packaging, household electronic consumer products and food seasoning product
packaging. The Group continues to promote product innovation. Responding to customer needs to produce differentiated products, and actively
expand colour printing carton business.

Honeycomb Paper-Based Products

The honeycomb paper-based products produced by the Group mainly replace the plastic cushioning packaging materials and the alternative foam
cushioning products used in the protection of the original various types of cartons. They are environmentally-friendly and energy-saving materials with
light capacity, smooth surface, non-deformation and good cushioning performance, it can buffer the packaging for a variety of industries. The
honeycomb paper products currently produced by our group are still mainly provided for the Group's floating watermark cartons and color printing
cartons.

Annual Report 2018 14



Management Discussion and Analysis

Breakdown of the Group'’s Principal Activities

2018 2017
Percentage Percentage
of total  Gross profit of total Gross profit
Turnover revenue margin Turnover revenue margin
RMB’000 (%) (%) RMB'000 (%) (%)
Corrugated medium paper
AA grade 1,842,803 64.70 1,490,810 61.75
Cgrade - - 447 0.02
Subtotal 1,842,803 64.70 16.06 1,491,257 61.77 22.75
Paper-based packaging products
Watermark cartons 627,663 22.04 461,603 19.12
Colour printing cartons 149,165 5.24 239,386 9.92
Honeycomb paper-based products 228,385 8.02 221,881 9.19
Subtotal 1,005,213 35.30 21.26 922,870 38.23 20.82
TOTAL 2,848,016 100.00 17.90 2414127 100.00 22.02
Turnover by Customer at Paper-Based Packaging Products
2018 2017
Percentage of Percentage of
RMB’000 total revenue (%) RMB'000 total revenue (%)

Household air conditioners and small home

appliances manufacturers 796,141 79.20 678,450 7352
Food and seasoning manufacturer 194,805 19.38 170,174 18.44
Other 14,267 1.42 74,246 8.04
TOTAL 1,005,213 100.00 922,870 100.00
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Management Discussion and Analysis

Capacity and Capacity Utilisation Rate

The Group provides one-stop service solution to its customers covering from recycling of waste paper, manufacturing of high-strength corrugated
medium paper, production of corrugated cartons and honeycomb paper-based products to packaging services, making full use of our vertically
integrated industrial chain.

Corrugated Medium Paper

The main production base of corrugated medium paper is located in Zhongshan. For the year ended 31 December 2018, the Group had 7 corrugated
medium paper production lines with a total designed annual capacity of 800,000 tons, making the Group one of the leading corrugated paper
producers in Guangdong region. The Group always attached emphasis on improvement of production efficiency and optimization of plant
management. During the Year, the Group adopted the performance indicator approach to management the corrugated medium paper production
lines, successfully improving production volume and capacity utilisation rate.

2018 2017

Planned Actual Effective Planned Actual Effective
operation operation rate operation operation rate
(hours) (hours) (%) (hours) (hours) (%)

Zhongshan Yong Fa
No. 1 paper machine 8,525 7,922 92.93 8,154 7,330 89.89
No. 2 paper machine 8,481 7,841 92.45 7,483 6,487 86.69
No. 3 paper machine 8,482 7,894 93.07 8,760 7,905 90.24
No. 5 paper machine 8,557 7,813 91.31 5,735 5,351 93.30

Hung Hing

No. 1 paper machine 8,343 7,915 94.87 7,766 7,327 94.35
No. 2 paper machine 8,320 7,876 94.66 7,646 6,524 8533
No. 3 paper machine 8,344 7,913 94.83 7,659 7,225 94.33

Paper-Based Packaging Products

For the year ended 31 December 2018, the Group had a total of 13 production lines (including 8 corrugated cartons production lines (2 production
lines are under optimization) and 5 honeycomb paper-based products production lines) which are mainly located in five cities including Zhongshan,
Zhuhai, Wuhan, Shijiazhuang and Zhengzhou. The Group's total designed annual capacity for corrugated cartons reached 470,556,000 square meters,
whereas that for honeycomb paper-based products was 25,581,000 square meters. The Group made persistent efforts to improve production
deployment, and carried out upgrading and transformation on certain production facilities during the Year, effectively improving the production
volume and capacity utilisation rate, which in turn enhanced the overall operational efficiency and cost advantage of the Group.
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Management Discussion and Analysis

2018 2017
Capacity Capacity
Design Actual utilization Design Actual utilization
capacity Capacity rate capacity Capacity rate
‘000 sg.m. ‘000 sq.m. (%) ‘000 sgq.m. ‘000 sg.m. (%)
Zhongshan
No. T corrugated cartons production line 38,880 20,686 53.21 38,880 28,523 73.36
No. 3 corrugated cartons production line 38,880 3,973 10.22 38,880 10,666 2743
No. 7 honeycomb paper-based product production line 4,312 3,703 85.88 4312 3,996 9267
No. 8 honeycomb paper-based product production line 3,525 2,981 84.57 3,525 2,894 82.10
New No. 2 corrugated cartons production line 184,140 61,840 33.58 184,140 51,675 28.06
Zhuhai
No. 5 corrugated cartons production line 72,900 38,150 52.33 72,900 40,025 54.90
No. 6 corrugated cartons production line 45,360 29,289 64.57 45,360 24,436 5387
No. 11 corrugated cartons production line* N/A N/A N/A 150,660 - -
No. 15 corrugated cartons production line# N/A N/A N/A 104,625 - -
Shijiazhuang
No. 9 corrugated cartons production line 90,396 17,793 19.68 90,396 17,770 19.66
No. 10 honeycomb paper-based product production line 6,696 6,515 97.30 6,696 6,004 89.67
Zhengzhou
No. 12 honeycomb paper-based product production line 4,352 4,332 99.54 4,352 5937 13642
Wuhan
No. 14 honeycomb paper-based product production line 6,696 4,131 61.69 6,696 3,735 55.78
TOTAL  corrugated cartons 470,556 171,732 36.50 725,841 173,095 23.85
honeycomb paper-based product 25,581 21,662 84.68 25,581 22,566 88.21

* No.11 production line reallocated the operation from Zhengzhou to Zhuhai in 2017 and under technical optimization, it will anticipate for production at 2019.

# No.15 production line reallocated the operation from Hefei to Zhuhai in 2017 and under technical optimization, it will anticipate for production at 2019.

Financial Review

For the year ended 31 December 2018, the revenue of the Group was approximately RMB2,848,016,000 (2017: RMB2,414,127,000), representing an
increase of approximately RMB433,889,000 or 17.97%, of which the sales volume from paper-making segment products increased by 23.57% compared
with last year, and the sales unit price increased 9.83%. At the same time, the sales volume of the packaging segment increased the sales volume by
approximately RMB82,343,000 or 8.92%. The Group's gross profit margin for the year of 2018 was 17.90% (2017: 22.02%), a decrease of 4.12 percentage
points as compared with the same period of last year, it was mainly due to the significant increase in 27.43% at the prices of domestic waste paper
during the period.

For the year ended 31 December 2018, the profit and total comprehensive income for the Year attributable to owners of the Group was
RMB109,358,000 (2017: RMB182,705,000), representing a decrease of RMB73,347,000 or 40.15% as compared with the same period last year, it was
mainly due to the sharp increase in 27.43% at the prices of domestic waste paper during the period while the selling price of corrugated medium
paper was not affected by the increase in raw material prices due to downstream the orders and the highly market competition.
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Management Discussion and Analysis

Group's Profit

For the year ended 31 December 2018, the Group's revenue was approximately RMB2,848,016,000 (2017: RMB2,414,127,000), representing an increase
of approximately RMB433,889,000 or 17.97%, of which sales of paper-making segment products. It increased by 23.57% compared with last year, and
the sales unit price increased 9.83%. At the same time, the sales of the packaging segment increased by approximately RMB82,343,000 or 8.92%. The
Group's gross profit margin for the Year was 17.90% (2017: 22.02%), a decrease of 4.12 percentage points as compared with the same period of last
year, it was mainly due to the significant increase in 27.43% at the prices of domestic waste paper during the period.

For the year ended 31 December 2018, the Group's profit before tax was approximately RMB154,014,000 (2017: RMB242,839,000), representing a
decrease of RMB88,825,000 or 36.58% as compared with the same period last year.

The finance costs were approximately RMB46,295,000 (2017: RMB44,826,000), a slight increase from the same period last year, it was mainly due to the
increase in sales, which increase in the liquidity of cash loans and the slight increase in bank borrowing rates during the Year.

The income tax expense was approximately RMB23,301,000 (2017: RMB29,597,000), representing a decrease of RMB6,296,000 as compared with the
same period last year.

Prospects

The year of 2019 is a crucial year for China to implement the “Thirteenth Five-Year Plan” and to maintain stable economic growth. Although there is
downward pressure on China's economic operation in 2018, the government has recently released a very positive policy signal. The macro policy in
2019 focuses on the loose fiscal and monetary policies to stabilize aggregate demand and to deal with Sino-US trade friction. Such complex
international issues will be moderate and more flexible. In 2019, the domestic economy is expected to achieve steady growth and bring good
confidence to the growth of the industry. The Group also decided to seize the opportunity to pay more attention to the growth and development in
the medium and long term and actively expand. New opportunities in the market based on domestic and overseas, in order to achieve greater
business growth, to better meet market demand for products, more comprehensive quality services, enhance the Group's overall profitability, and
provide higher returns for shareholders.

Partial Financial Statement Analysis
Cost of Sales
The Group's cost of sales increased from RMB1,882,634,000 in 2017 to RMB2,338,314,000, representing a growth of 24.20%.

Corrugated Medium Paper
The cost of sales of corrugated medium paper were RMB1,545,070,000 (2017: RMB1,151,947,000), representing a growth of 34.13%.

Paper-Based Packaging Products
The cost of sales of paper-based packaging products were RMB793,244,000 (2017: RMB730,687,000), representing an increase of 8.56%.

Gross Profit and Gross Profit Margin
The gross profit recorded for the Year is RMB509,702,000, representing a decrease of 4.10% as compared with RMB531,493,000 in Year 2017. The
average gross profit margin declined from 22.02% in Year 2017 to 17.90% for the Year.

Corrugated Medium Paper
The gross profit from corrugated medium paper for 2018 was RMB297,733,000 (2017: RMB339,310,000), representing a drop of 12.26%. The overall
gross profit margin for 2018 was 16.16% (2017: 22.75%), down by 6.59 percentage points.

Paper-Based Packaging Products

The gross profit from paper-based packaging products for 2018 was RMB211,969,000 (2017: RMB192,183,000), representing an increase of 10.30%. The
overall gross profit margin for 2018 was 21.09% (2017: 20.82%), up by 0.27 percentage points.

Annual Report 2018 18



Management Discussion and Analysis

Other Income, Other Gains and Losses
Other income, other gains and losses mainly included income from interest RMB2,388,000 (2017: RMB2,163,000), government subsidies RMB6,100,000
(2017: RMB17,191,000) and net amount of exchange losses RMB1,594,000 (2017: exchange gains of RMB1,117,000).

Distribution and Selling Expenses

The distribution and selling expenses of the Group increased by approximately 14.82% from RMB64,858,000 for the Year 2017 to RMB74,472,000 for the
Year. The distribution and selling expenses during the Year mainly included during the Year are salaries of salesmen, transportation costs and business
promotion expenses. The increase of distribution and selling expenses is mainly due to the increase in transportation costs because of the sales
growth.

Administrative Expenses

The Group's administrative expenses increased by approximately 3.28% from RMB139,088,000 for the Year 2017 to RMB143,656,000 for the Year. The
administrative and other expenses during the Year mainly included salaries of management, staff welfare, rent and depreciation. The increase of
administrative expenses is mainly due to the growth in salaries in relation to payment of performance bonus to certain management personnel for the
Year.

Finance Costs

Finance costs of the Group was up by approximately 3.28% from RMB44,826,000 for the Year 2017 to RMB46,295,000 for the Year. This was mainly due
to the increase in sales, which was mainly due to the increase in sales, which increase in the liquidity of cash loans and the slight increase in bank
borrowing rates during the Year.

Interest rates of bank borrowings were at variable rates ranging from 4.35% to 6.18% for the Year, compared with 2.76% to 4.99% for the same period
of last year. The weighted average interest rates under bank borrowings in fixed rate, bank borrowings in variable rate, obligations under finance leases
in fixed rate and other borrowings in variable rate during the Year were 4.90%, 5.27%, 6.12% and 9.28% respectively (2017: 4.28%, 4.44%, 6.12% and
9.55% respectively).

Research and Development Expenses

Research and development expenses of the Group increased significantly by 67.81% from RMB56,753,000 in the Year 2017 to RMB95,239,000 for the
Year. The increase was mainly due to our goal to improve the competitiveness of the Group’s products and to develop new products in response to
demand from customers, for which the Group conducted research on new technology and new process to enhance production efficiency and
product quality. Research and developing centres were established in the Group’s major production bases. Zhongshan Yongfa paper-making base was
awarded the "Guangdong Eco-Environmental Green Paper Engineering Technology R&D Centre” during the Year. In the fiercely competitive industry
environment, the Group has increased research and development investment in producing lower quantitative and higher strength corrugated
medium paper to adapt to the future development direction of downstream enterprises that demand low-gram and high-strength paper-based
packaging. The paper-making segment of the Group successfully developed 50 grams of low-quantity high-strength corrugated medium paper for
mass production and sales, which has established extensive market recognition.

Profit and Total Comprehensive Income

The Group's profit and total comprehensive income for the Year was RMB130,713,000. The profit and total comprehensive income for the year
attributable to owners of the Company was RMB109,358,000, representing a drop of 40.15% as compared to RMB182,705,000 for the Year 2017. The
decrease was mainly due to the significant increase in cost of waste paper during the Year, whilst the unit price of the corrugated medium paper
products could not rise simultaneously.

Dividend Policy

The declaration, form, frequency and amount of any dividend payout of the Company must be in accordance with relevant laws, rules and regulations
and subject to the Bye-laws of the Company. Subject to compliance with applicable laws, rules, regulations and the Bye-laws, in deciding whether to
propose any dividend payout, the Board will take into account, among other things, the financial results, the earnings and distributable reserves, the
operations and liquidity requirements, the debt ratio and possible effects on the credit lines, and the current and future development plans of the
Company.
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Dividends

The Board recommends, subject to shareholders’ approval at the forthcoming annual general meeting (the “AGM") to be held on Friday, 31 May 2019,
the payment of a final dividend of RMB10.00 cents (equivalent to HKD11.57 cents) per Share for the year ended 31 December 2018 (2017: a final
dividend of RMB10.96 cents per Share) to those shareholders whose names appear on the register of members of the Company on Thursday, 6 June
2019. The recommended final dividend, if approved at the AGM, will be paid in Hong Kong dollars. The RMB/Hong Kong dollar exchange rate for the
final dividend calculated using the opening indicative counter buying telegraphic transfer rate for off-shore RMB of The Hong Kong Association of
Banks announced on 22 March 2019. The final dividend is expected to be paid on or around Wednesday, 19 June 2019.

Closure of Register of Members

For determining the entitlement to attend and vote at the AGM, the register of members of the Company will be closed from Tuesday, 28 May 2019 to
Friday, 31 May 2019 (both days inclusive). During the period, no transfer of shares will be registered. In order to qualify to attend and vote at the AGM,
all transfer documents accompanied by the relevant share certificates must be lodged with the Company’s branch share registrar and transfer office in
Hong Kong, Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong for registration not later than
4:30 p.m. on Monday, 27 May 2019.

For determining the entitlement of the recommended final dividend, the register of members of the Company will be closed from Monday, 10 June
2019 to Tuesday, 11 June 2019 (both days inclusive). During the period, no transfer of shares will be registered. In order to qualify for the recommended
final dividend, all transfer documents accompanied by the relevant share certificates must be lodged with the Company’s branch share registrar and
transfer office in Hong Kong, Tricor Investor Services Limited, at Level 22, Hopewell Centre, 183 Queen'’s Road East, Wanchai, Hong Kong for registration
not later than 4:30 p.m. on Thursday, 6 June 2019.

Liquidity, Financial Resources and Capital Structure
In 2018, the Group's main sources of funding were cash generated from operating activities and bank loans

2018 2017

RMB’000 RMB'000

Net assets 1,073,379 993,880
Bank balances and cash 258,981 190,268
Total borrowings 957,471 917,673
Equity attributable to the Owners of the Company 893,725 835,581
Current ratios 1.05 1.04
Net gearing ratio* 65.97% 73.34%

*

The net gearing ratio is calculated as net borrowings divided by equity attributable to the Owners of the Company, in which the net borrowings are calculated as total bank
and other borrowings less pledge deposits and bank balances and cash.

Cash Flow
As at 31 December 2018, the Group had a net cash inflow of RMB68,713,000.

The net amount of the cash outflow generated from investing activities for the purchase of property, plant and equipment in amount of
RMB54,991,000, and the deposit paid for acquisition of property, plant and equipment in amount of RMB2,771,000.

Inventories

The inventories decreased by 0.31% to RMB161,778,000 as at 31 December 2018, as compared to the inventories balance of RMB162,277,000 as at 31
December 2017. During the Year, the inventory turnover day was speed up to 25 days (2017: 28 days), remaining at a normal level.
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Trade Receivables

As at 31 December 2018, the trade receivables amounted to RMB502,272,000 (as at 31 December 2017: RMB520,231,000). We granted to our
corrugated medium paper customers credit period 30 to 75 days and to our paper-based packaging products customers credit period of 30 to 120
days. The turnover day for trade receivables was approximately let down to 66 days (2017: 76 days), which was mainly because during the Year, the
Group further efforts to strengthen its credit rating management to reduce trade receivables turnover days.

Trade Receivables Backed by Bank Bills Receivables
As at 31 December 2018, the trade receivables backed by bank bills receivables amounted to RMB423,006,000 (31 December 2017: RMB472,463,000).

Trade Payables

As at 31 December 2018, the trade payables amounted to RMB205,383,000 (as at 31 December 2017: RMB267,123,000). The Group managed to obtain
a credit period of 30 to 120 days from the majority of its suppliers. The turnover day for trade payables was shortened to 37 days (2017: 65 days), which
was mainly due to the fact that the Group has converted settlements to its suppliers from using bank acceptance bills to cash settlement to reduce the
purchase of cost of raw materials from said suppliers.

Borrowings
As at 31 December 2018, the Group’s bank borrowings and other borrowings balance amounted to RMB957,471,000 (as at 31 December 2017:
RMB917,673,000).

Gearing Ratio

As at 31 December 2018, the gross gearing ratio was approximately 37.43% (as at 31 December 2017: 35.82%), which was calculated on the basis of the
total amount of bank borrowings and other borrowings as a percentage of the total assets. The net gearing ratio was 65.97%, which was calculated on
the basis of the amount of bank borrowings and other borrowings less pledged bank deposits and cash and bank balances as a percentage of the
shareholders’ equity (as at 31 December 2017: 73.34%).

Pledge of Assets

As at 31 December 2018, the Group pledged certain assets with carrying value of RMB936,377,000 as collateral for the Group's borrowing (as at 31
December 2017: RMB793,541,000). As the Group used cash settlements more often than using bank acceptance bills during the year, the discount on
bank acceptance bills increased, resulting in a significant increase in the amount of collaterals borrowed by the Group during the year.

Capital Commitments
As at 31 December 2018, the Group's capital commitments (including the engaged and authorized capital commitments) were RMB12,855,000 (as at
31 December 2017: RMB22,305,000). All the capital commitments were related to purchasing properties, plants and equipment.

Contingent Liabilities
The Group had no significant contingent liabilities or litigation or arbitration of material importance as at 31 December 2018.

Foreign Currency Exposure

The Group collects most of its revenue and incurs most of the expenditures in RMB. Although the Group undertakes certain transactions denominated
in foreign currencies, mainly the currency of United States and the currency of Hong Kong, the exposures to exchange rate fluctuations is minimal. The
Group currently does not have a foreign currency hedging policy. The Directors, however, will monitor foreign exchange rate closely and consider
entering into foreign currency hedging arrangement should the need arise.

21 Zhengye International Holdings Company Limited



Management Discussion and Analysis

Human Resource Management

The Group had 2,956 employees as at 31 December 2018 (as at 31 December 2017: 3,057 employees), in which approximately 142 were engineers and
technical staff or employees with higher education backgrounds. The staff costs amounted to RMB261,922,000 for the year ended 31 December 2018
(for the year ended 31 December 2017: RMB254,594,000). The table below shows the number of employees of the Group by function as at 31
December 2018:

Percentage of

Number of total Number of

Function employees employees
Management and Administration 533 18.03%
Sales and Marketing 114 3.86%
Research and Development in Technology and Engineering 288 9.74%
Production and Quality Control 1,929 65.26%
Total 2,956 100.00%

Our remuneration is determined by reference to the employees’ experience, qualification and overall market situation, while the bonus is related to the
financial performance of the Group and the individual performance. The Group also undertakes to provide proper trainings and sustainable
professional development opportunities for the employees if needed.

The Company has also adopted a share option scheme (the “Share Option Scheme”) with a primary purpose of motivating our employees and other

eligible persons entitled under the Share Option Scheme to optimize their contributions to the Group and to reward them for their contribution to the
Group.
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Major Risks and Uncertainties
In order to achieve stable business operations, the management of the Company pays close attention to the risk factors that the company may face.

Based on the key risk indicators, after evaluation and analysis, the risks faced by the Company mainly include:

1.

Operational Risks from Macroeconomic Control:

Due to macroeconomic policy adjustments, certain impacts on the upstream and downstream customers of the Group will indirectly affect the
sales and profits of packaging and papermaking enterprises (including the Group). Due to the tightening of the environmental protection policy,
the cost of the paper packaging industry will increase and there will be certain operational risks.

Business Risks Arising from Fluctuations in Raw Material Prices:
Since the costs of raw material account for a relatively high proportion of production costs, fluctuations in raw material prices have a certain
impact on profits.

Risks from Market Competition:

The Group's packaging business has a low concentration. The enterprises with certain scale and strength in the industry are mainly expanding
their production capacity and increasing their market share. The market competition is fierce. The papermaking business of the Group faces
leading enterprises in the industry to compete in the same region and the competition is fierce.

Quality Risks:

Due to the inability to meet the product quality standards in the industry, the mass quality problems caused by customers’ demand cannot be
met, which resulting in losses from batch waste or inventories.
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The directors of the Company (the “Directors”) are pleased to present the corporate governance report in the annual report of the Company for the
year ended 31 December 2018 (the “Year").

The Company has consistently adopted the Corporate Governance Code (the “Code”) promulgated by The Stock Exchange of Hong Kong Limited (the
“Stock Exchange’) as guidelines to reinforce our corporate governance principles. This report describes how the Company has applied the principles

during the year.

The Company has complied with the code provisions set out in the Code as stated in Appendix 14 of the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) throughout the year ended 31 December 2018.
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Board of Directors

The board of directors (the “Board”) of the Company has a balance of skill and experience and a balanced composition of Executive and Non-
executive Directors, the overall management of the Company’s business was vested in the Board. The Board has delegated the day-to-day
management of the Company's business to the executive management team, and focuses its attention on matters affecting the Company’s overall
strategic policies, finances and shareholders. As at 31 December 2018, the Board comprised seven members, consisting of three Executive Directors
namely, Mr. Hu Zheng (Chairman), Mr. Hu Hancheng (Co-Chairman) and Mr. Hu Hanchao, one Non-Executive Director namely, Mr. Hu Hanxiang and
three Independent Non-executive Directors namely, Mr. Chung Kwok Mo John, Mr. Wu Youjun and Prof. Zhu Hongwei. The Directors are well-versed in
respective areas such as knowledge and technical know-how of paper-making and packaging industries, accounting and finance and business
management. The Board as a whole has achieved an appropriate balance of skills and experience. The profiles of all directors and the relationship
among members of the Board (including financial, business, family or other material or relevant relationships, if any) are set out on pages 48 to 51.

The Company has received from each Independent Non-executive Director an annual confirmation of independence pursuant to the independence
guidelines set out in Rule 3.13 of the Listing Rules.

Four Board meetings were held during the financial year. All the Directors actively participated in each meeting in person, via telephone or
videoconferencing. They gave and received reports on the activities of the operating divisions and presented papers supporting decisions which
required the Board approval. The Board consents were given by-vote at the Board meetings.

The dates of the 2018 regular Board meetings were determined according to the requirement of the Bye-laws and any amendments to this schedule
were notified to all the Directors at least 14 days before the meeting. Suitable arrangements were in place to allow the Directors to include items in the
agenda for regular Board meetings.

If a Director had a conflict of interest in a transaction or proposal to be considered by the Board and which the Board has determined to be material,
the individual Director would declare his interest and was required to abstain from voting. The matter would then be considered at a Board meeting
attended by independent Directors who had no material interest in the transaction.

Details of the attendance of Directors at these Board meetings and at the meetings of five Board committees (the Audit Committee, the Remuneration
Committee, the Nomination Committee, the Risk Management Committee and the Budget Management Committee) and the annual general meeting

(the "AGM") are set out in the following table:

Meetings Attended/Meetings Held

Risk Budget

Board Audit Remuneration Nomination Management Management
Name of directors Meeting Committee Committee Committee Committee Committee AGM
Executive Directors
Mr. Hu Zheng 4/4 N/A 1 2/2 I 1/1 N
Mr. Hu Hancheng 4/4 N/A N/A N/A N/A N/A 11
Mr. Hu Hanchao 4/4 N/A N/A N/A N/A N/A 11
Non-Executive Director
Mr. Hu Hanxiang 3/4 N/A N/A N/A N/A N/A on
Independent Non-Executive Director
Mr. Chung Kwok Mo John 4/4 2/2 A 2/2 11 1 /1
Mr. Wu Youjun 3/4 1/2 /1 2/2 11 1/1 1/1
Prof. Zhu Hongwei 4/4 2/2 N 2/2 11 1 /1

Mr. Hu Hanxiang did not attend the 2018 AGM as he had other prior business engagement.
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All Directors had access to the services of the company secretary who regularly updated the Board on governance and regulatory matters. Any
Director, wishing to do so in the furtherance of respective duties, might take independent professional advice (through the Chairman) at the
Company’s expense. The availability of professional advice extended to the Audit Committee, the Remuneration Committee, the Nomination
Committee, the Risk Management Committee and the Budget Management Committee.

Minutes of Board meetings and meetings of Board committees, together with any supporting documents, were available to all Directors. Draft and final
versions of the minutes were sent to all Directors for their comment and record respectively.

Board Diversity Policy
The Company has adopted a board diversity policy (the “Policy”) which sets out the approach to achieve and maintain diversity on the Board in order
to enhance the effectiveness of the Board.

Pursuant to the Policy, the Company seeks to achieve Board diversity through the consideration of a number of factors, including but not limited to
gender, age, cultural and education background, ethnicity, professional experience, industry experience, skills, knowledge and length of service.

The Board recognised the benefits of diversity in the Board in enhancing the Board effectiveness and corporate governance. The Nomination
Committee will give consideration to a number of factors as set out in the Policy when identifying suitably qualified candidates to become members of
the Board, including but not limited to gender, age, cultural and educational background, ethnicity, professional experience, industry experience, skills,
knowledge and length of service. The Board is considered well balanced and of a diverse mix appropriate for the business of the Company. The
Company will also take into account its own business model and specific needs from time to time to determine the optimum composition of the
Board. The Company will review the Policy on a regular basis to ensure its continued effectiveness.

Board Committees

The Board has established five committees, namely the Audit Committee, the Remuneration Committee, the Nomination Committee, the Risk
Management Committee and the Budget Management Committee, throughout the year ended 31 December 2018. During the year, these
committees adhered to their principles, procedures and arrangements set out above. The respective committee secretary or designated person took
full minutes of the meetings of these committees and the work of these committees was reported to the Board regularly.

Chairman and Chief Executive Officer (“CEO"”)
Under the Code provision A.2.1, the roles of chairman and CEO should be separate and should not be performed by the same individual. The division
of responsibilities between the Chairman and CEO should be clearly established and set out in writing.

During the year, Mr. Hu Zheng was the Chairman, Mr. Hu Jianpeng was the CEO of the Company for purpose of maintaining and a more balanced basis
for judgments and decisions. The Board viewed that, under the leadership of Mr. Hu Zheng as the Chairman of the Company, taking up the role of
providing leadership for the Board and ensures that the Board works effectively and discharges its responsibility properly. It can also ensure that the
Board acts in the best interests of the Company and the Group.

Mr. Hu Jianpeng as CEO of the Company, were delegated with the authority and responsibility to operate the Group's business and day-to-day

operation, and implemented the Group's strategy with respect to the achievement of the business objectives with the assistance of the Executive
Directors and the senior management.
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Responsibilities of and Delegation by the Board
The Board is responsible for the overall leadership of the Group, overseas the Group's strategic decisions and monitors business and performance.

The management, consisting of executive Directors along with the senior executives, is delegated with responsibilities for implementing the strategy
and direction as adopted by the Board from time to time, and conducting the day-to-day operations of the Group. Executive Directors and the senior
executives meet regularly to review the performance of the businesses of the Group as a whole, co-ordinate overall resources and make financial and
operational decisions. The Board also gives clear directions as to their powers of management including circumstances where management should
report back, and will review the delegation arrangements on a periodic basis to ensure that they remain appropriate to the needs of the Group.

All Directors shall ensure that they carry out duties in good faith, in compliance with applicable laws and regulations, and in the interests of the
Company and its Shareholders at all times.

Non-Executive Directors

Each of Independent Non-executive Directors and Non-executive Director was appointed with specific terms. Each of them had signed a letter of
appointment with the Company for a term of 1 year commencing from 1 January 2018 and is subject to retirement by rotation and re-election at the
annual general meetings of the Company in accordance with the bye-laws of the Company (the “Bye-laws”).

Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) contained in Appendix 10 to
the Listing Rules as its own code of conduct regarding directors’ securities transactions. Having made specific enquiries of all Directors, the Company
confirms that all Directors have complied with the required standards set out in the Model Code throughout the year ended 31 December 2018.
Directors and Officers Liability Insurance

Liability insurance for Directors and senior management of the Company was arranged by the Company with appropriate coverage for certain legal
liabilities which may arise in the course of performing their duties.

Corporate Governance Functions

The Board has adopted the terms of reference on corporate governance functions on 23 March 2012. The terms of reference of the Board in respect of
corporate governance function are summarized as follows:

(@)  todevelop and review the Company's policies and practices on corporate governance;

(b)  toreview and monitor the training and continuous professional development of Directors and senior management;

(c)  toreview and monitor the Company's policies and practices to ensure compliance with legal and regulatory requirements;

(d)  todevelop, review and monitor the code of conduct and compliance manual (if any) applicable to employees and Directors; and

(e)  toreview the Company's compliance with the code provisions set out in the Code and Corporate Governance Report contained in Appendix 14
of the Listing Rules and its disclosure requirements in the Corporate Governance Report.

The work performed by the Board on corporate governance functions during the year ended 31 December 2018 included developing and reviewing
the Company's policies on corporate governance and making relevant recommendations.
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Continuous Professional Development

Under A6.1 and A.6.5 of the Code in relation to Directors’ training. All Directors namely Mr. Hu Zheng, Mr. Hu Hancheng, Mr. Hu Hanchao, Mr. Hu
Hanxiang, Mr. Chung Kwok Mo John, Mr. Wu Youjun and Prof. Zhu Hongwei have completed continuous professional development training by
attending the in-house training of “Why Good Company Will Become Bad” organized by a consultancy training company engaged by the Company.
The attended Directors have provided a training record to the Company.

Remuneration Committee
The Company has established a Remuneration Committee for the purposes of making recommendations to the Board on the Company's
remuneration policy and structure for directors and senior management.

The Remuneration Committee presently comprises one Executive Director, namely Mr. Hu Zheng and three Independent Non-executive Directors,
namely Mr. Chung Kwok Mo John, Mr. Wu Youjun and Prof. Zhu Hongwei. On 14 December 2018, The chairman of the Committee re-designated from
Mr. Chung Kwok Mo John to Prof. Zhu Hongwei. The Remuneration Committee held one meeting during the year and details of attendance are shown
in the table on page 27 of this annual report. The work performed by the Remuneration Committee during the year ended 31 December 2018 included
the following matters:

make recommendations to the Board of the remuneration of Executive and Non-executive Directors for the years ended 31 December 2019.
The Remuneration Committee has considered factors such as salaries paid by comparable companies, time commitment and responsibilities of
the directors, employment conditions elsewhere in the Group and desirability of performance-based remuneration;

review and approve remuneration and performance-based remuneration scheme of Executive Directors from time to time by reference to
corporate goals and objectives resolved by the Board from time to time;

possibility the formation of share awards scheme for the eligible senior management; and
ensure that no Director or any of respective associates is involved in deciding their respective remuneration.

The Remuneration Committee has adopted the model that it will review the proposals made by the management on the remuneration of executive
Directors and senior management, and make recommendations to the Board. The Board will have final authority to approve the recommendations
made by the Remuneration Committee.

The Company has adopted a share option scheme (the “Scheme”) whereby the Board may at its discretion grant options to such eligible participants
(as defined in the Scheme) to subscribe for shares in the Company. The principal terms of the Scheme are set out in Appendix V to the prospectus of
the Company dated 24 May 2011. The purpose of the Scheme is to enable the Company to grant options to selected eligible participants as incentives
or rewards for their contribution to the Group.

Nomination Committee

According to the Bye-laws, the Directors shall have power from time to time and at any time to appoint any person as a director either to fill a casual
vacancy or as an addition to the Board. A director appointed by the Board is subject to re-election by shareholders at the next following general
meeting of the Company. The nomination of a director should be taken into consideration of the nominee’s skills and experience appropriate for the
requirements of the Company’s business.

The Company has established a Nomination Committee for the purpose of making recommendations to the Board on the appointment of Directors.

The Nomination Committee presently comprises four Directors, including Mr. Hu Zheng, an Executive Director, and three Independent Non-executive
Directors, namely Mr. Chung Kwok Mo John, Mr. Wu Youjun and Prof. Zhu Hongwei. The Committee is chaired by Mr. Hu Zheng.

Annual Report 2018 30



Corporate Governance Report

The Board delegates the responsibility of appointing and re-electing Directors to the Nomination Committee and they are responsible for considering
the suitability of a candidate, and approving and terminating the appointment of a Director. Reviews of the plans for orderly succession for
appointment to the Board and its structure, size and composition are done on a regular basis by the Nomination Committee. They are provided with
sufficient resources to discharge its duties and external consultants may be engaged, if necessary, to access a wider range of potential candidate(s).

In evaluating whether an appointee is suitable to act as a director of the company, the committee will review the professional knowledge, industrial
experience and personal skills of the appointee as well as personal ethics and integrity of the appointee.

According the Bye-laws, at each AGM of the Company, one-third of the Directors shall retire from office by rotation and every Director shall be subject
to retirement at least once every three years. Director(s) newly appointed by the Board shall hold office until the next following general meeting of the
Company and shall then be eligible for re-election at the meeting.

The Board considers that it is the responsibility of the existing Directors to give an induction on the information of the Group to the newly appointed
Director and present a manual on the duties and responsibilities as a director of a listed company to enable the newly appointed Director to have a
proper understanding of the business.

Three Executive Directors, namely, Mr. Hu Zheng, Mr. Hu Hancheng and Mr. Hu Hanchao had entered into a service contract with the Company for a
period of three years commencing from 1 January 2018, unless terminated in accordance with the terms of the service contract. The Non-executive
Director and each of the Independent Non-executive Directors had signed a letter of appointment with the Company for a term of one year
commencing from 1 January 2018 and is renewable upon its expiration and may be terminated in accordance with the terms of the letter of
appointment. During the financial year ended 31 December 2018, there was two meetings held by the Nomination Committee. Details of attendance
are shown in the table on page 27.

The work of the Nomination Committee during the year ended 31 December 2018 included the following matters:

. to make recommendation to the Board on the re-designation of Chairman and Co-Chairman;

. to make recommendation to the Board on appointment of Chief Executive Officer;

. to make recommendation to the Board on renew services contracts of non-executive Director and independent non-executive Directors; and
. to assess the independence of the Independent Non-executive Directors.

Auditors’ Remuneration
For the year ended 31 December 2018, the fees charged by the Company’s auditors in respect of audit amounted to approximately RMB1,714,000.

Audit Committee
The Company has established an Audit Committee for the purposes of reviewing and providing supervision over the Company's financial reporting

process and internal controls.

The Audit Committee presently comprises three Independent Non-executive Directors of the Company, namely Mr. Chung Kwok Mo John, Mr. Wu
Youjun and Prof. Zhu Hongwei and is chaired by Mr. Chung Kwok Mo John.

The Audit Committee held two meetings during the year and details of attendance are shown in the table on page 27. The work of the Audit
Committee during the year ended 31 December 2018 included of the following matters:

. provide recommendation to the Board on the reappointment of external auditors, and approve the audit fee and terms of engagement of the
external auditors;
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. review and monitor external auditors’ independence and objectivity and the effectiveness of the audit process in accordance with applicable
standard, and discuss with external auditors before audit commences, the nature and scope of the audit and reporting obligations;

. monitor integrity of financial statements, interim report and annual report, and review significant financial reporting judgments contained in
them;

. review financial controls, internal controls and risk management systems;

. discuss with management regarding the system of internal controls and ensure that management has discharged its duty to have an effective

internal control system including adequacy of resources, qualifications and experience of staff of accounting and financial reporting function,
and their training programmes and budget;

. ensure co-ordination between internal and external auditors, and to ensure that internal audit function is adequately resourced and has
appropriate standing within the Company, and to review and monitor the effectiveness of internal audit function;

. review financial and accounting policies and practices; and

. review external auditors’ management letter, any material queries raised by auditors to management in respect of accounting records, financial
accounts or systems of control and management’s response.

Directors’ and Auditors’ Responsibilities for Accounts
The Directors acknowledge the responsibilities for preparing the accounts of the Company. The external auditors’ statement about their reporting
responsibilities is set out on page 118.

Going Concern
The Directors, having made appropriate enquiries, consider that the Group has adequate resources to continue in operational existence for the
foreseeable future and that, for this reason, it is appropriate to adopt the going concern basis in preparing the financial statements.

Internal Controls
The Board has kept the Company’s system of internal controls under review to ensure its effectiveness and convened meetings regularly to discuss
financial, operational and risk management control.

Risk Management Committee

The Risk Management Committee was set up on 18 December 2015 and currently comprises eight members, including the Mr. Hu Zheng, an executive
Director, three Independent Non-executive Directors, namely Mr. Chung Kwok Mo John, Mr. Wu Youjun and Prof. Zhu Hongwei, and four senior
management, namely, Ms. Chen Wei, Ms. Hou Lusi, Ms. Cai Yan and Mr. Ye Ningfei. On 14 December 2018, the chairman of Committee re-designated
from Mr. Chung Kwok Mo John to Mr. Wu Youjun.

The Risk Management Committee is established to, without limitation, assist the Board to evaluate and determine the nature and extent of the risks the
Board is willing to take in achieving the Group's strategic objectives, ensure that the Group establishes and maintains appropriate and effective risk
management and internal control systems, and assist the Board to oversee the design, implementation and monitoring of the risk management
system carried out by the management on an ongoing basis.

Subsequent to the end of 2018 and up to the date of this report, the Risk Management Committee held a meeting to discuss areas including but not

limited to the key risks faced by the Group, risk management policy and practice, appointed senior management in financial, legal and audit as
members of the Committee and relevant plans in 2019.
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Budget Management Committee
The Budget Management Committee was set up on 1 September 2018 and presently comprises three executive Directors of the Company, namely Mr.
Hu Hanchao, Mr. Hu Zheng and Mr. Hu Hancheng and is chaired by Mr. Hu Hanchao.

The responsibilities of the Budget Management Committee is established to, without limitation, assist the Board to monitor and review the
effectiveness of the Group’s annual business plan and financial, to review the implementation of the Group's budget in existing or potential investment
projects and make recommendations, and also give the recommendations to the Board on the capital expenditures.

Company Secretary

Mr. Kersen Chan has been engaged by the Company as the company secretary since March 2015, her biographical details are set out in the section
headed “Profiles of Directors and Senior Management” in this annual report. Mr. Chan has complied with the requirement under Rule 3.29 of the Listing
Rules during the year.

Communication with Shareholders

The Company endeavors to maintain an on-going dialogue with its shareholders, and in particular through annual general meetings or other general
meetings to communicate with the shareholders and encourage their participation. The Chairman of the Board will make himself available at the
forthcoming annual general meeting to be held on Friday, 31 May 2019 to answer any questions from shareholders.

The Group's official website http://www.zhengye-cn.com contains an ‘Investor Relations’ section which offers timely access to the Company's press
releases, financial reports and announcements.

The Company will continue to maintain an open and effective investor communication policy and to update investors with relevant information of the
Group in a timely manner.

Shareholders’ Rights

Right to Convene Extraordinary General Meeting and Putting Forward Proposals at Shareholders’ Meetings

Pursuant to the Bye-laws 65 of the Bye-laws and section 74(1) of the Bermuda Companies Act, in addition to regular Board meetings, the Directors of
the Company, on the requisition of shareholders of the Company holding not less than one-tenth of the paid-up capital of the Company, can convene
a special general meeting to address specific issues of the Company within 21 days from the date of deposit of written notice to the principal place of
business of the Company in Hong Kong. The same requirement and procedure also applies to any proposal to be tabled at shareholders” meetings for
adoption.

Right to Put Forward Enquiries to the Board
Shareholders’ enquiries can be directed to the principal place of business of the Company in Hong Kong. The address is set out in the “CORPORATE

INFORMATION" section of this annual report for the attention of the Company Secretary.

Constitutional Documents
There are no significant changes in the Company’s constitutional documents during the year.
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Major Aspect Content Page Index

General disclosure Information on: 38-41
(@)  the policies; and
(b)  compliance with relevant laws and regulations that have significant impact on the issue

relating to air and greenhouse gas emissions, discharges into water and land, generation of hazardous and
non-hazardous waste

General disclosure Policies on efficient use of resources, including energy, water and other raw materials 41-42

General disclosure Policies on minimizing the issuer’s significant impact on the environment and natural resources 42

General disclosure Information on: 44-45
(@)  the policies; and
(b)  compliance with relevant laws and regulations that have significant impact on the issue

relating to compensation and dismissal, recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination and other benefits and welfare

General disclosure Information on: 42-43
(@)  the policies; and
(b)  compliance with relevant laws and regulations that have significant impact on the issue

relating to providing a safe working environment and protecting employees from occupational hazards

General disclosure Policies on improving employees’ knowledge and skills for discharging duties at work. Description of 45
training activities
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Major Aspect

Content Page Index

General disclosure

Information on: 45
(@)  the policies; and
(b)  compliance with relevant laws and regulations that have significant impact on the issue

relating to preventing child and forced labour

General disclosure

Policies on managing environmental and social risks of the supply chain 46

General disclosure

Information on: 46
(@)  the policies; and
(b)  compliance with relevant laws and regulations that have significant impact on the issue

relating to health and safety, advertising, labelling and privacy matters relating to products and services
provided and methods of redress

General disclosure

Information on: 46
(@)  the policies; and
(b)  compliance with relevant laws and regulations that have significant impact on the issue

relating to bribery, extortion, fraud and money laundering

General disclosure

Policies on community engagement to understand the needs of the communities where the issuer 47
operates and to ensure its activities take into consideration the communities’ interests

37 Zhengye International Holdings Company Limited



Environmental, Social and Governance Report

About the Group

Established in 1999, Zhengye International Holdings Company Limited (“Zhengye International” or the “Group”) is a large-scale conglomerate
engaged in the production of packaging materials, providing customers with one-stop solutions covering services like recycling of waste paper,
production of paper products and packaging of products.

Zhengye International is engaged in the production of paper-based packaging products and corrugated medium paper, with 13 and 7 production
lines respectively located in five cities including Zhongshan, Zhuhai, Wuhan, Shijiazhuang and Zhengzhou. The paper-based packaging products
offered by the Group include corrugated cartons and honeycomb paper-based products. The major customers are mainly domestic manufacturers of
small home appliances and air conditioners; and corrugated paper is mainly supplied to upstream manufacturers of corrugated medium paper-based
packaging products.

Zhengye International’s main production base of corrugated medium paper is located in Zhongshan. The Group currently uses recycled waste paper
as the raw materials for corrugated medium paper production. The production lines have a total annual design capacity of 800,000 tonnes, making the
Group one of the leading corrugated medium paper producers in the Guangdong region.

Core Structure of the Group

Zhengye
International Holdings
Company Limited

*#

Zheng Ye Packaging Zhongshan Yong Fa
(Zhongshan) Paper Industry
Company Limited Company Limited

About this Report

This report is the first environmental, social and governance (ESG) report published by Zhengye International which discloses the Group's actions and
performance on sustainability issues in a transparent and open manner to increase confidence in and understanding of the Group among its
stakeholders.

Reporting Period

All information herein relates to performance of Zhengye International in environmental protection and community investment during the period
from January 2018 to December 2018. In the next years, the Group will publish ESG reports on annual basis for inspection by the public and continuous
improvements of transparency and accountability in information disclosure.
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Scope of the Report

With a focus on corrugated medium paper production business of Zhengye International, this report covers its key places of operations namely two
production plants (the “Plants”) in Zhongshan respectively operated by Zhongshan Yong Fa Paper Industry Company Limited (“Zhongshan
Yong Fa’) and Zhongshan Rengo Hung Hing Paper Manufacturing Company Limited (‘Hung Hing"). The scope of disclosure will be extended to fully
cover all operations of the Group as and when the Group has improved its data collection system and deepened its ESG work. This report does not
cover the disclosure of key performance indicators in environment. The Group plans to conduct a carbon assessment next year to further refine and
standardise the indicators to be reported

Reporting Guideline

This report is prepared in accordance with the Environmental, Social and Governance Reporting Guide (the “Guide”) issued by The Stock Exchange of
Hong Kong Limited (the “"Stock Exchange”), and summarised the ESG performance of Zhengye International. Information herein is derived from the
Group's official documents and statistics, as well as the compilation of monitoring, management and operational information provided by subsidiaries
pursuant to relevant rules of the Group. A complete index is available in the last chapter hereof for readers to make quick queries. This report is made
both in Chinese and English, and has been uploaded to the Group's website (www.zhengye-cn.com). In case of any conflict or inconsistency between
the Chinese and English versions, the Chinese version shall prevail.

FEEDBACK

Your valuable comments on our performance and reporting format are essential for our continuous progress.
You are welcome to e-mail any question or suggestion on this report to info@zhengye-cn.com,
which will enable us to continuously improve our ESG practices.

Communication with Stakeholder

The Stock Exchange has put forward four reporting principles in the Guide, namely materiality, quantitative, balance and consistency, as the
preparation basis of this ESG report. As the Stock Exchange advised, participation of stakeholders is the method used to assess the materiality. Through
communication with stakeholders, companies can hear the voice of stakeholders and identify important environmental and social issues.

As for Zhengye International, stakeholders are groups and individuals that are significantly important to or might be affected by the Group's business.
The Group's stakeholders include not only employees, but also customers, business partners, investors, regulators and various community groups. In
the past year, the Group communicated with key stakeholders through different channels. In preparing this report, the Group engaged a professional
consultant to conduct a materiality analysis through management interviews, and clarified important reporting issues by reference to expert opinions
to direct the Group's sustainable development roadmap.

Communication Channels with Stakeholders during the Reporting Period

Internal Stakeholders External Stakeholders
Board of Directors . Banks
Management and executives . Investors

Communication channels:
Board meeting, weekly meetings, shareholders’ meetings, telephone inquires and personal visits

Zhengye International’s business has an impact on different stakeholders who have different expectations for the Group. In the future, the Group will
continue and enhance communication with its stakeholders and collect opinions of a wider range of stakeholders through various means to improve
the materiality analysis. The Group will also upgrade the principles of quantitative, balance and consistency in an effort to define content of the report
and presentation of information in a way better meeting expectation of stakeholders.
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Environmental Protection

Climate changes have brought unprecedented challenges to global economic

development. The extreme weather resulting from climate changes directly or indirectly At the Sustainable Development

has affected the ability of various corporations to access resources and sustain Summit 2015, members of the

operations. During the Paris Climate Change Negotiations 2015, 195 countries including United Nations unanimously

China agreed to implement the greenhouse gas abatement plan which is designed to adopted 17 sustainable

contain the global temperature rise within two degrees Celsius. development goals, including “Take
urgent action to combat climate

We understand that the establishment of organisation and management approach for change and its impacts”

internal environmental management is the primary task to address the challenges
against sustainable development. By reference to 1SO14001 environmental management system, Zhongshan Yong Fa and Zhongshan Rengo Hung
Hing developed their first HSE (Health, Safety and Environment) Management Manual (‘HSE Manual”) and Quality Environment Manual respectively in
2015 and 2009, to define the commitments, policies, objectives, division of responsibilities, control procedures and monitoring and auditing systems in
environmental management. Under the management system comprising the manuals, the two Plants detailed respective operational and
management procedures, covering such areas as environmental hazards and risk identification, target management, energy use, environmental
monitoring, etc. During the year, both Zhongshan Yong Fa and Hung Hing held 1SO14001:2004 certificates in force issued by a third-party certification
authority.

Emissions

The Plants’ production process involves multiple steps like pulping, sand removal, screening, slushing, grinding, moulding, pressing, drying and
packaging, where sewage, exhaust gas and solid waste are three major types of emissions. The Plants adopted management measures specific to
source and type of the emissions.

Sewage from the Plants mainly derived from pulping, screening, concentration and pressing steps (commonly known as “white water”). With sewage
station in place at the Plants, white water must be processed by neutralisation, precipitation, anaerobic and aerobic treatment procedures before
discharged to the designated emission points. The Plants also regularly tested the sewage after treatment to ensure compliance with the Water
Pollutant Emission Standards on Pulping and Papermaking Industry, Guangdong Provincial Water Pollutant Emission Limits and other applicable
national standards. During the year, Zhongshan Yong finished the Fenton oxidation waste water treatment system and anaerobic treatment system
upgrade projects by introducing new equipment such as Fenton reaction tank, anaerobic reaction tank and sludge thickening tank, which enhance
the waste water treatment efficiency.

In addition to the purchased electricity, the Plants have thermal power sub-plants to generate power and steam for own use, where the coal-fired
boilers produce soot, sulphur dioxide, nitrogen oxides and other air emissions. Under internal standards on acceptance inspection of raw coal, both
Plants adopted visual inspection, photographing, sampling inspection, third-party testing and other means to ensure that moisture, ash content,
volatile substance and sulphur content of raw coal are in accordance with their requirements. Boiler flue gas from the Plants must be processed by
denitration, electrostatic precipitator, bag-hose precipitation and desulphurisation procedures before emitted to atmosphere. Both Plants have
automatic monitoring devices installed at their boiler discharge outlets to monitor types and emission volume of pollutants, thus ensuring that the
exhaust gas emissions meet the Air Pollutant Emission Standards on Thermal Power Plants and other applicable national standards. Zhongshan Yong
Fa completed an exhaust gas desulphurisation and denitration project by introducing new equipment such as SNCR denitration system,
desulphurisation absorption tower and instrument control system, which is completed and began the operation for further processing of the exhaust
gas.
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The Plants mainly generate general wastes, including coal fly ash, gypsum, waste residue, sludge, etc. from papermaking, which are classified as
industrial waste other than hazardous waste. Such wastes are categorised into reusable and non-reusable for processing respectively. For example,
Zhongshan Yong Fa sold coal fly ash to cement manufacturers, and delivered waste residue, sludge and gypsum to local sanitation authorities and
qualified contractors for processing respectively. Both Plants have management accounts in place for continuous record of waste generation, delivery
date and destination.

Zhengye International is committed to ensuring its Plants to operate in compliance with applicable environment laws including the Law of the PRC on
Prevention and Control of Water Pollution, the Law of the PRC on Air Pollution Control, and the Law of the PRC on Prevention and Control of
Environmental Pollution by Solid Waste. During the reporting period, none of the Plants was found of any non-compliance case involving emissions or
environmental impact.

Summary of Emission Performance Indicators of the Two Plants

Soot tonne 359
Sulphur dioxide tonne 574
Boiler flue gas
Nitrogen oxides tonne 219.6
Carbon emissions tonne 688,660.8
Sewage Total emission tonne 2,867,282
Coal fly ash tonne 46,141.2
Cypsum tonne 94132
Harmless wastes Papermaking waste tonne 37,7749
residue
Papermaking tonne 50186
sludge

Use of Resources

To save water and reduce emissions, white water is reused as far as possible in production process of the Plants. At Zhongshan Yong Fa, for example,
there is a process consisting of a white water tank to recycle white water from pulpers, desanders, thickeners and fourdrinier units for reuse in
disintegration, pulping, and paper machine spraying processes. Zhongshan Yong Fa and Hung Hing carried out aerobic projects of 8,000 m*/day and
5,000 m?/day respectively to increase chemical oxygen demand during the year.

Energy sources used in papermaking process mainly include electricity and steam used in disintegration, pulping and paper manufacturing steps.
Cogeneration units are adopted by the Plants to supply coal-fired power as well as residual heat for generating steam for production purposes.
Compared to the traditional coal-fired power generation model, cogeneration technology can reduce the energy loss in the form of heat, and hence
equivalent amount of coal can contribute higher energy efficiency. During the year, Hung Hing increased speed of its paper machines through
technological upgrade. However, Zhengye International understands that coal as a kind of fossil fuel inevitably generates emissions in consumption. In
the future, the Group will explore the feasibility of using cleaner energy, such as the application cases of natural gas boiler overseas, and it can be
tested at the end of 2019.
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During the reporting period, Zhengye International adopted the performance indicator method to manage its corrugated medium paper production
lines, and succeeded in improving their production efficiency as a whole. At Zhongshan Yong Fa, for example, the Performance Programme of Yong Fa
Paper was developed to incorporate resource utilisation requirements into departmental performance indicators. For instance, if the Thermal Power
Department and the Raw Materials Department can reduce monthly steam and waste paper consumption by a certain quantity, corresponding
bonuses will be granted according to the policies to further incentivise the departments to save resources. Such management model will be promoted
across the Group to optimise production line efficiency for corrugated cartons and honeycomb paper-based products, with an aim at continuous
improvements in the Group's core competitiveness.

Summary of Resource Utilisation Performance Indicators of the Two Plants

Total water tonne 4,275,393
consumption

Accumulative tonne 3,691,624
Use of water
sewage recycled
resources
volume
Water consumption tonne of water/ 7.61
density tonne of paper
Use of energy Coal tonne 433,668.0
resources
Waste paper tonne 517,0244
Use of raw materials
Starch tonne 26,651.3

The Environment and Natural Resources

Zhengye International seeks to monitor and enhance environmental performance of its Plants in operation. Departments at the Plants collaborated to
measure and record various emissions and consumption of resources. In the future, the Group will benchmark against such statistics to set quantitative
targets on emission reduction and resource saving in a drive to boost efficiency of its day-to-day operations. The Group will further commit resources
in research and development, seeking to introduce more advanced environmentally friendly production technologies and equipment.

Zhengye International commits itself to avoiding fire, explosion, chemical leakage, significant water and electricity supply disruption and other
potential accidents. To this end, the Plants developed respective emergency response plans to define the accident reporting and control procedures,
avoid diffusion of pollution sources, and manage the impact of accidents on environment and the surrounding communities. Zhongshan Yong Fa also
maintained green plants outside of its coal bunker and alongside roads to green the plant area.

Care for Employees

Health and Safety

As a producer, Zhengye International attaches extra importance to sustaining a healthy and safe workplace. Under the Production Safety
Accountability System and the Production Safety Management System formulated respectively by Zhongshan Yong Fa and Hung Hing, a management
framework comprising management executives of the Plant as well as heads of engineering, equipment, production, safety office and other
departments is in place to define duties of personnel and implement the managerial initiatives. At Zhongshan Yong Fa, efforts were taken to further
standardise the planning, implementation, inspection and improvement procedures in its safety management programme through the HSE Manual
with reference to OHSAS 18001-2007 standards.

Annual Report 2018 42



Environmental, Social and Governance Report

Zhengye International provided employees with safety training to enhance

their safety awareness. The Plants provided new staff with training courses
and assessments at three levels namely company, department and work Targets of Zhongshan Yong Fa and
group, covering safety regulations, equipment operation, case study, etc. Hung Hing in 2019:

Employees engaged in special work such as electrical, lifting, boiler and .
pioy 949 P E . Zero work-related death accident

« Not more than one serious accident
- Not more than five general accidents
« Not more than eight minor accidents

welding must receive additional professional training, pass the examination
and obtain an operational certificate before performing their respective
duties. The Plants regularly organised safety education in various forms. At
Hung Hing, for example, morning and evening meetings were held from
time to time to explain to the staff the safety and health issues identified in
inspection to enhance their safety awareness.

Post-specific safety guidelines, protective gears and health support were provided to employees. Zhongshan Yong Fa also developed safety
management guidelines for thermal process, electrical work, aerial work and confined space work to illustrate the post-specific safety matters to be
noted. Safety helmets, work shoes, gloves, protective glasses, earplugs and other protective gears suitable for the post were provided to employees.
Hung Hing introduced a mechanism linking usage of protective gears to safety bonus to incentivise employees in self-discipline and proper use. Each
year physical examination is provided to employees, and job transfer and re- examination are arranged to the employees with suspected symptoms of
occupational disease to follow up their health status.

During the reporting period, none of the Plants was found of any non-compliance case against the Production Safety Law of the PRC, the Occupational
Disease Prevention and Control Law of the PRC and other safety regulations or any work-related death, except for 25 work-related injury cases. Based
on the amount of employee medical expenses or the number of rest days caused by work-related injuries, the Plants classified work-related injury
accidents into four categories i.e. minor, general, serious and extra serious. The seven cases of Hung Hing were classified as minor or general work-
related injury accidents. Zhongshan Yong Fa involved eighteen minor or general work-related injury accidents.

All such work-related injuries were investigated and analysed to identify and record occurrence time, place, sequence of events, casualties, etc,, and
circulated to all departments of the Plants. Based on the findings, the Plants imposed punishment on the persons liable and implemented the remedial
measures pursuant to the established regulations. Zhongshan Yong Fa and Hung Hing did not have any serious work-related injury case during the
year. For other minor and general accidents, the Plant also took corrective actions including more frequent equipment inspections, updating safety
operating procedures, strengthening staff training, replacing or installing protective equipment, etc.

In view of the relatively high incidence of occupational injury at the Plants, Zhengye International will strengthen its supervision on implementation of
the safety management systems of the Plants. The Plants will also clearly define the work-related accident indicators in their safety targets for the

coming year

Overview of the Health and Safety Performance Indicators of the Two Plants

Number of Rate of
u
work-related  Lost days Rate of lost Number of Total number
work- ) Number of A Overall rate of
accidents per due to work . days due to hours of of working A
related . . working days ) . R absenteeism
. 1,000 inquiry work inquiry absenteeism hours
accidents
employees
Male 25 1276 286,071 88,502 2,205,168
19.14 0.35% 391%
Female 0 0 74,364 20,157 574,662
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Employment Systems

Zhengye International respects each of its employees. In terms of remunerations and benefits, working hours, rest time, performance appraisal, career
development, recruitment and selection, etc,, Zhongshan Yong Fa and Hung Hing have open and transparent employment systems in place, and the
relevant requirements are set out in the Human Resources Cycle Management Policy, Labour and Personnel Management Regulations and Code for
Employees. The plants attach importance to the principle of open and fair staff recruitment and select the best candidates based on job requirements.
While the plants have yet to formulate staff policies on diversification, equal opportunities and anti-discrimination at present, research will be
conducted in future to incorporate the relevant requirements into the existing systems.

The plants have set up mediation committees for employees to lodge oral or written complaints on employment systems. The committees will assist
the parties in dispute to arrive at a settlement, failing which the parties concerned may choose to make an application to the local labour supervision
authorities for arbitration. The Group strictly comply with relevant employment laws, including the Labour Contract Law of the People’s Republic of
China and the Labour Law of the People’s Republic of China. During the reporting period, the two plants were not aware of any cases of irregularity
related to breach of employment and labour standards, and did not receive any cases of compliant in relation to discrimination and sexual harassment.

Overview of the Employment Performance Indicators of the Two Plants

Number of

employees

Number of new

recruits Male
12.6%

Female 8 16 0 24

Number of staff

turnover
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Development and Training

Zhengye International treats its employees as strategic partners. Taking into account departmental development and job function requirements, the

human resources department of the plants conduct annual analysis on the training needs of employees, formulate annual training plans; and the

relevant departments make arrangements for conducting various training activities, covering aspects like national laws and regulations, industry
standards, project management, product technology and internal Audit. The plants also arrange for employees to participate in external training on a
need basis. For instance, Hung Hing has an entrusted training system in place for selecting employees to participate in learning activities in other
institutions. The plants conduct annual performance appraisal. At Zhongshan Yong Fa plant, for example, staff appraisal exercises are classified based

on administrative duties and technical levels, and department heads assess the character and conduct, work performance and future career

development potential of the employees. The results will be considered for career advancement and salary adjustment, and serve as the basis for

human resources development and planning

Overview of the Development and Training Performance Indicators of the Two Plants

Managerial Total number
Management g General staff Total
staff of employees
Male 41 62 905 95% of the
Number of employees .
trained employees received
Female 14 45 201 training
Number and percentage Male 42 39 910 1306 94% of the
of employees receiving employees
performance and career received
Female 10 13 233

development review on a
regular basis

Labour Standards

Zhengye International fully understands that child labour and forced labour violate
fundamental human rights and international labour conventions. The Group prohibits using
child labour, and the plants will validate the actual age of the job applicants in the recruitment
process and check the identity documents of those selected for employment. Entering into,
alteration, performance and discharge of labour contracts are on a voluntary basis, and adhere
to the principles of equality and reaching a consensus only after consultation between the
employer and the employees. The plants will never use any unlawful or unfair means to set
constraints on the employment relationship between the employees and the enterprise. If
employees are required to work overtime or work on rest days due to special circumstances,
the plants must obtain prior consent from the employees and pay overtime wages or arrange
for compensation leave to protect labour rights. During the reporting period, the two plants
were not aware of any cases of child labour or forced labour.

45

performance and
career review

The International Labour Organization is a
special agency of the United Nations for
promulgating labour standards in the form
of international labour conventions and
recommendations, thus improving the
working and living standards of different
places in the world. China is a founding
member of the International Labour
Organization and its permanent member.
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Operational Management

Supply Chain Management

Zhongshan Yong Fa and Hung Hing have respectively formulated the Administrative Measures for Supplier Assessment and Administrative Procedures
for External Supplier, and suppliers are jointly managed by departments including the purchasing department, quality control department and
production department. If the existing suppliers do not meet the procurement requirements, the plants will identify at least two to three potential
suppliers, review information including product descriptions and operation compliance, and conduct a preliminary evaluation through plant
inspections. The plants will request those that have passed the preliminary evaluation to provide samples for testing and trial use, and only those that
have passed the trial use can become qualified suppliers of the plants. The plants will review collaborative suppliers annually and poor performers will
be disqualified.

The corrugated medium paper products of the plants use waste paper as the
main raw materials. During the reporting period, the waste paper raw materials of The corrugated medium paper product's ofthe plants
the plants came domestically from China. If it is necessary to purchase imported use waste paper as the main raw materials, with the

waste paper raw materials, the plants also have additional management maJerty coming from Zhongshan City, Guangdong
Province, where the plants are located to help shorten

requirements to ensure compliance with the Administrative Provisions on transport distance and promote local resource recycling.

Environmental Protection Concerning Solid Wastes with Import Restrictions that The respective percentages of waste paper raw materials
Can be Used as Raw Materials. Hung Hing also encourages the purchasing coming from the following locations are:

department to take the initiative to collect information on suppliers regarding - Zhongshan: 87.1%

quality and environmental protection, so as to select raw materials that are of + Hainan: 5.0%

better quality and more environment-friendly. - Qingyuan: 2.0%

- Overseas and other provinces and cities: 5.9%

Product Responsibility
Zhengye International attaches importance to the quality and safety of products. The plants have Substandard Product Control Procedures relevant
administrative procedures for rectification measures in place, which clearly describe the handling criteria when the inspection results of raw materials
and finished products do not conform to national or the Group’s quality standards. For example, if it is found that the hazardous materials mixed with
the waste paper raw material exceed national standards, the plants will give a warning to the supplier and make a request to reject the item. The plant
will also commission a third-party inspection agency annually to carry out compliance inspection under the European Union’s Restriction of Hazardous
Substances Directive (RoHS) and Registration, Evaluation, Authorisation and Restriction of Chemicals (REACH) Regulation to determine whether the
heavy metal and chemicals contents comply with the standards.

Zhengye International is also very stringent in terms of after-sales management. The plants will implement the Administrative Procedures for
Customer-related Processes and distribute the Customer Satisfaction Survey Questionnaire to major customers of the Group, conduct analysis after
understanding their recommendations and aspirations, and carry out investigation and improvement in accordance with the Procedures for
Rectification and Preventive Measures. The two plants received five complaints, forty-one rejects and nineteen customer claims during the reporting
period. After verification, sixty five cases were found to be due to product quality problems, which were handled during the year in accordance with
the procedures; and the plant will further strengthen its analysis of the causes of product quality problems and formulate targeted preventive
measures to avoid the occurrence of similar cases. During the reporting period, the two plants were not aware of any cases related to breach of
product responsibility.

Anti-corruption

Based on the Group’s Eight Provisions on Integrity and Self-discipline, the anti-corruption policies of Zhongshan Yong Fa and Hung Hing cover
stringent enforcement of established procedures for screening, obtaining quotations and tendering when selecting suppliers, contractors and
collaborators with prohibition on accepting benefits and gifts from collaborative partners; prohibition on abuse of power for the benefit of relatives,
carrying out related party transactions and embezzlement of corporate funds and corporate property. Employees can report to the human resources
department if they are aware of the above conduct. If found to be true after investigation, the plants will impose on the employee in breach of
regulations penalties such as giving a warning, lowering the salary, removing from office, dismissal and termination of labour relations. Those who
violate the law will be referred to the judiciary for handling. The Group complies with the Criminal Law of the People’s Republic of China and other
relevant laws. During the reporting period, the two plants were not aware of any cases of corruption, breach of regulations or litigation involving the
Group and its employees.
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Community Investment

There has been growing awareness of corporate social responsibility in the market, resulting in the emergence of the concept of “Social Licence to
Operate” which places emphasis on the idea that instead of pursuing short-term financial results and returns for its shareholders as its goals, an
enterprise should have regard to the long-term interests of society as a whole. Although Zhengye International has yet to establish an overall policy on
community investment, the plants have currently taken the initiative to carry out community participation initiatives through various means. In 2018,
Hung Hing donated RMB200,000 to Shaxi Town Charity Association, Zhongshan Yong Fa donated RMB380,000 to Zhong Shan Charity Association
(Huangpu Town) to support the needs from communities. In future, the Group will make additional improvements to its community policies and plans
to further strengthen the links between the Group and the communities where it operates.
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Directors

Executive Directors

Mr. Hu Zheng (881E), aged 56, he is the Chairman and executive Director and one of the founders. Furthermore,
Mr. Hu Zheng is the chairman of the nomination committee and members of the remuneration committee, risk
management committee and budget management committee. Mr. Hu Zheng is responsible for overseeing the
overall corporate management, operation and development planning and had over 20 years of experience in
the paper-making and packaging industries. Prior to founding our Group, Mr. Hu Zheng worked as a technician
and as assistant engineer at a then state-owned paper factory since 1983 then he was a director of a PRC paper
and packaging products manufacturing factory, responsible for the management of daily operation and
strategic planning from 1990 to 2003. In October 1981, Mr. Hu Zheng graduated from Guangdong Foshan
Vocational College (F& S {38 1LIE% % 51T 22F%) (formerly known as Guangdong Foshan Region Agricultural
Mechanical College (B3R %A 13611 [ 2 S A L E34R)) and completed a Master of Business Administration
at the Macau University of Science and Technology in August 2001. Mr. Hu Zheng is the brother of Mr. Hu
Hancheng (an executive Director and a substantial shareholder of the Company (the “Shareholder”) through
his interests in Golden Century Assets Limited) and Mr. Hu Hanchao (an executive Director and a substantial
Shareholder through his interests in Leading Innovation Worldwide Corporation) and Mr. Hu Hanxiang (a non-
executive Director).

Mr. Hu Hancheng (#)2%2), aged 58, has been appointed an executive Director since 4 March 2011. He is also
the Co-Chairman of the Company, and also a member of budget management committee . He is responsible
for the comprehensive operation management of the Group. He joined the Group in 2003 and has been the
legal representative of Zheng Ye Packaging (Zhongshan) Company Limited, an indirectly wholly-owned
subsidiary of the Company, between December 2007 and January 2017. Mr. Hu Hancheng is in charge of the
management and operation of the packaging business division of the Group. Prior to joining the Group, Mr. Hu
Hancheng was the general manager of a PRC packaging products manufacturing factory from 1997 to 2003
responsible for the overall operational management of the business. Mr. Hu Hancheng is currently the vice
president of Zhongshan Association of Packaging Industry. In January 1995, Mr. Hu Hancheng completed an
economic management program at the Guangdong Polytechnic College (& 5 & T2 S H1iT EF) formerly
known as Guangdong Province Adult Technology University (&5 & i ARHEAER). Mr. Hu Hancheng is
brother of Mr. Hanchao and Mr. Hu Zheng, executive Directors and Mr. Hu Hanxiang, non-executive Director.

Mr. Hu Hanchao (#/2%8), aged 61, an executive director of the Company, he is also the chairman of budget
management committee. He joined our Group in 2003 and he was appointed as a Director in September 2010
then was designated as an executive Director in March 2011 and appointed as Vice Chairman in November
2012. Mr. Hu Hanchao is responsible for the daily operations management of the Group and supervised the
daily comprehensive operation management in corrugated medium paper division. He has been involved in
corporate management for more than 28 years. Prior to joining the Group, Mr. Hu Hanchao was the deputy
general manager at Zhongshan City Zhong Fa Equipment Rental Company Limited from 2000 to 2003
responsible for the overall operational management of the business and before that he was the assistant
manager of Xinhua Bookshop from 1985 to 1994. In August 1985, Mr. Hu Hanchao graduated from Zhongshan
Municipal Communist Party Cadre School ({1 LI TR & E24%). Mr. Hu Hanchao is the brother of Mr. Hu Zheng
(an executive Director and a controlling Shareholder through his interests in Gorgeous Rich Development
Limited), Mr. Hu Hancheng (an executive Director and a substantial Shareholder through his interests in Golden
Century Assets Limited) and Mr. Hu Hanxiang (a non-executive Director).
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Non-Executive Director

Mr. Hu Hanxiang (872%¥), aged 64, joined our group in 2004 as a supervisor of Zhongshan Yong Fa Paper and he was appointed as a non-executive
Director in March 2011. Prior to joining the Group, Mr. Hu Hanxiang had worked for the Guangdong Provincial Light Industry Bureau for 20 years and
was the department chief of the Personnel Affairs and Education Department of Guangdong Provincial Light Textile Industry Office from 1995 to 2000,
responsible for human resources management. In July 1986, Mr. Hu Hanxiang graduated from Guangdong Province Economic Management Bureau
College (E R A& £ E B I E0EMT). Mr. Hu Hanxiang is the brother of Mr. Hu Hancheng (an executive Director and a substantial Shareholder through
his interests in Golden Century Assets Limited), Mr. Hu Hanchao (an executive Director and a substantial Shareholder through his interests in Leading
Innovation Worldwide Corporation) and Mr. Hu Zheng (an executive Director and a controlling Shareholder through his interests in Gorgeous Rich
Development Limited).

Independent Non-Executive Directors

Prof. Zhu Hongwei (K Z21&), aged 55, joined the Company on 4 March 2011 as an independent non-executive Director and is a member of the audit
committee, remuneration committee and nomination committee of the Company. He was an independent director of Guangdong Hydropower
Engineering Group Company Limited during the period from September 2003 to December 2009. Prof. Zhu was an associate professor of Guangdong
Polytechnic Normal University from February 2006 to December 2010 after which he has been appointed as a professor. He has in-depth knowledge in
corporate management, having received tertiary education and undertaken faculty and research positions at various universities. Prof. Zhu graduated
from Sichuan University with a Bachelor of Science degree in July 1983 and holds a Master of Science degree awarded by Zhejiang University (formerly
known as Hangzhou University) in June 1990 and a doctorate degree in corporate management awarded by Zhongnan University of Economics and
Law in June 2000.

Mr. Wu Youjun (R /&Z1%), aged 51, joined the Company in 4 March 2011 as an independent non-executive Director and is a member of the audit
committee, remuneration committee and nomination committee of the Company. Mr. Wu has been currently chairman of the Guangdong Branch of
Yinji Bank of Investment Guarantee Company Limited ($RZEIERAR A F]) since May 2008. Mr. Wu was the vice supervisor of the Guangzhou
Representative Office of Ng & Shum Solicitors & Notaries of Hong Kong and acts as its head of the China Department from 1994 to 1998. Mr. Wu
studied industrial enterprises management at the Southwestern University of Finance and Economics and graduated in June 1989, and studied
banking and currencies at the Jinan University and graduated in January 1998, followed by a Master of Business Administration degree from the Macau
University of Science and Technology in October 2001.

Mr. Chung Kwok Mo John (#2BJE\), aged 50, joined the Company on 4 March 2011 as an independent non-executive Director. He is also the Chairman
of audit committee, remuneration committee and risk management committee and also a member of nomination committee of the Company. Mr.
Chung graduated from Macquarie University, Australia in 1992 with a Bachelor of Economics degree, then became a member of CPA Australia in 1995
and that of Hong Kong Institute of Certified Public Accountants in 1996. Mr. Chung has over 20 years of experience in auditing, financial management
and corporate finance. Mr. Chung was an auditor in an international accounting firm from 1992 to 1999. From 2000, Mr. Chung had held several senior
management positions, including chief financial officer, executive director and independent non-executive director, in a number of listed companies
in Hong Kong. Mr. Chung is presently a vice president of Yongsheng Advanced Materials Company Limited (a listed company on the Stock Exchange;
stock code: 3608). Mr. Chung is also an independent non-executive Directors of BYD Electronic (International) Company Limited (a listed company on
the Stock Exchange; stock code: 285), YTO Express (International) Holdings Limited (a listed company on the Stock Exchange; stock code: 6123), B & S
International Holdings Limited (a listed company on the Stock Exchange; stock code: 1705) and Tokyo Chuo Auction Holdings Limited (a listed
company on the Stock Exchange; stock code: 1939) since June 2013, December 2017, February and September 2018 respectively.
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Senior Management

Mr. Hu Jianpeng (BA#2H5), aged 32, joined the Group in 2014. Mr. Hu Jianpeng is the Chief Executive Officer of the Group. Mr. Hu Jianpeng held the
post of the Group's general manager in procurement between 2014 and 2017, was responsible for the supply chain management and procurement
strategy formulation in the Group. In 2018, Mr. Hu Jianpeng served as the chief operating officer of the Group and responsible for the overall operation
and management in sales, raw materials and procurement of the Group. Mr. Hu Jianpeng obtained double Master degrees in finance and marketing
awarded by the University of Sydney in 2013. Mr. Hu Jianpeng is a son of Mr. Hu Zheng (an Executive Director and a controlling shareholder through
his interests in Gorgeous Rich Development Limited). Also, Mr. Hu Jianpeng is a nephew of Mr. Hu Hanchao (an Executive Director and a substantial
shareholder through his interests in Leading Innovation Worldwide Corporation), Mr. Hu Hancheng (an Executive Director and a substantial
shareholder through his interests in Golden Century Assets Limited) and Mr. Hu Hanxiang (a non-Executive Director).

Mr. Hu Jianjun (#Bf#%), aged 34, joined the Group in 2010. Mr. Hu Jianjun is the Chief Operating Officer of the Group and is responsible for the
operations, strategic planning in sales and raw paper procurement in packaging division and maintain customers relationships. Mr. Hu Jianjun obtained
the undergraduate programme in design awarded by the Wuchang Shouyi University (former known as Huazhong University of Science and
Technology (Wuchang campus)) in 2008. Mr. Hu Jianjun is a son of Mr. Hu Hancheng (an Executive Director and a substantial shareholder through his
interests in Golden Century Assets Limited). Also, Mr. Hu Jianjun is a nephew of Mr. Hu Hanchao (an Executive Director and a substantial shareholder
through his interests in Leading Innovation Worldwide Corporation), Mr. Hu Zheng (an Executive Director and a controlling shareholder through his
interests in Gorgeous Rich Development Limited) and Mr. Hu Hanxiang (a non-Executive Director).

Mr. Tan Xijian (FB#5£), aged 34, joined the Group in 2014. Mr. Tan is the vice president of the Group and is responsible for the sales and raw materials
operation management . Mr. Tan was the general manager in raw materials from 2014 to 2017 and was responsible for the formulation of raw materials
management and procurement strategies of the Group. Prior to joining the Group, he had five years of project planning. Mr. Tan obtained a degree in
Business Administration from Guangdong University of Technology in 2016.

Ms. Chen Wei (BREX), aged 43, joined our Group in 2007. Ms. Chen is the vice president of the Group and responsible for the management operations
in finance, human resources, legal, internal audit, information systems and Hong Kong head quarter of the Group comprehensively. Ms. Chen has over
14 years of experience in financial management and tax services. She served as financial supervisor in several papermaking enterprises and group
companies during the period from 1995 to 2001 and was in charge of accounting and financial management matters. Prior to joining our Group, Ms.
Chen served as account manager and tax consultant in Zhongshan large-scale tax agent from 2005 to 2007. Ms. Chen completed the accounting
course of Jinan University in December 2005 and obtained a undergraduate diploma. Thereafter, she was awarded the Master of Business
Administration degree from the University of Wales in April 2011, and obtained the title of senior accountant awarded by Human Resources Bureau of
Guangdong Province (EER % AZEHE) in December 2008. In September 2009, Ms. Chen obtained professional qualification as a senior international
finance manager awarded by International Financial Management Association. She is the member of International Financial Management Association.

Mr. Zhou Wenchang (A XX &), aged 54, joined the Group in 2015. Mr. Zhou is the vice president of paper division (Yongfa) and is responsible for the
overall operation, production, coordination and management planning in Yongfa. Mr. Zhou has over 32 years of experience in the technical,
production and management skills in paper industry. Prior to joining the Group, Mr. Zhou worked as production supervisor at Jiangxi Fuzhou Paper Mill
OTPRHENEEARRR) from 1987 to 1998. He was responsible for the production line management. From 1998 to 2014, Mr. Zhou was the factory manager
in one of subsidiary of Nine Dragons Paper (Holdings) Limited and was responsible for the overall production management. He served as general
manager in Hebei Changtai Paper Company Limited* (A1t & ZR 4K %10 B BR A 7)) between 2014 and 2015, responsible for comprehensive
production management. Mr. Zhou graduated in 1987 from Jiangxi College of Light Industry (B /1& T % £4%) administered by the Ministry of Light
Industry, majoring in pulp paper craft (technical diploma).
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Mr. Yi Yongzhong (B 485R), aged 47, joined the Group in 2017. Mr. Yi is the vice president of paper division (Hung Hing) and is responsible for the
overall product operation, coordination and management planning in Hung Hing. Mr. Yi has over 23 years of experience in the technical, production
and management skills in paper industry. Prior to joining the Group, Mr. Yi worked as factory manager in one of subsidiary of Nine Dragons Paper
(Holdings) Limited and was responsible for the overall production management. Mr. Yi obtained an undergraduate qualification majoring in forestry
chemical (pulp and paper engineering) from Beijing Forestry University in 1996.

Mr. Li Jun (Z21£), aged 56, joined our Group in 2003. Mr. Li is the vice president of packaging business division (Zhongshan base) of the Group to
responsible for the overall management and its strategies of the base. Mr. Li has been involved in paper-making process technologies and sales
management of packaging products since graduation. Prior to joining our Group, Mr. Li worked for Chenzhou Hongaji Paper Factory (M8 AT i 3 45 i)
from 1982 to 1993 and was responsible for the production technology and subsequently at Chenzhou Hongqgi Number Two Paper Factory (#8155 —
3EARMR) as assistant plant manager till 1996. Mr. Li was the head of the transportation department at a PRC packaging products manufacturing factory
from 1999 to 2003 responsible for the inventory and logistics management of the business. Mr. Li graduated from Hunan Vocational College for Light
Industry (4RI & & T EHEHER) in July 1982, majoring in paper-making processes, and obtained professional qualification as an engineer (L2 M)
awarded by Human Resources Bureau of Hunan Province (#1F9& A SEE) in July 1992.

Mr. Zhang Xiaoming (5&B%8A), aged 57, joined our Group in 2003. Mr. Zhang is the vice president of packaging business division (Zhuhai base) of the
Group responsible for the overall management and its strategies of the base. Before that, Mr. Zhang was an executive Director of the Company from
January to December 2015. Mr. Zhang has been involved in the papermaking and packaging industry for over 30 years with a strong edge in
administration having spent years in a management capacity. Prior to joining our Group, Mr. Zhang worked for Guangdong Zhongshan Paper Factory
and was the deputy general manager of a PRC packaging products manufacturing factory from 1995 to 2003 responsible for the overall sales
management of the business. Mr. Zhang graduated in July 1985 from Guangzhou College of Light Industry (B&/N&E T % £4%) administered by the
Ministry of Light Industry, majoring in pulp paper making.

Mr. Huang Zhichang (&2 &), aged 56, joined our Group in 2004. Mr. Huang is the vice president and Chief Engineer of the Group and is in charge of
project development and the management of technical centre. Mr. Huang has over 30 years of experience in the technology, production and
management of papermaking industry. He was a director of Paper-making Institute of Guangdong Province (B & #E4LEE). Prior to joining our
Group, he served as the general manager of the Group, the engineer and head of technology reform office in Guangdong Zhongshan Paper Factory
from 1983 to 2004, and was responsible for production management and technology reform. Mr. Huang graduated in 1983 from Guangzhou College
of Light Industry (B M& T % &%) administered by the Ministry of Light Industry, majoring in pulp paper making processes (undergraduate diploma).

Company Secretary

Mr. Kersen Chan (FR$E 1), aged 40, was appointed as the Company Secretary and the Authorized Representative of the Company in March 2015. Mr.
Chan joined the Group as Finance Manager in December 2011. He has over 10 years of professional experience in accounting, auditing and handling
the corporate secretarial duties for listed companies in Hong Kong. He has worked for various international accounting firms and listed companies in
Hong Kong. Mr. Chan holds a bachelor’s degree in accounting. He is a member of CPA Australia.
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The Directors are pleased to present to the shareholders their report together with audited consolidated financial statements of the Company and its
subsidiaries (together the "Group”) for the year ended 31 December 2018.

Principal Activities
The Company is an investment holding company. The principal activities of the Group are manufacturing and sale of paper, paperboard and paper-
based packaging products. The principal activities of the subsidiaries are set out in note 41 to the consolidated financial statements.

Results and Appropriations
The results of the Group for the year ended 31 December 2018 and the state of the Company’s and the Group's affairs as at that date are set out in the
consolidated financial statements on pages 121 to 211 of this annual report.

The Directors now recommend the payment of a final dividend of RMB10.00 cents (equivalent to HKD11.57 cents) per share to the shareholders on the
register of members on 6 June 2019, amounting to approximately RMB50,000,000 and the retention of the profit for the year approximately
RMB59,358,000.

The dividend will be payable in HKS. The exchange rate will be based on the opening indicative counter exchange rate (Buying TT for off-shore RMB) as
on 22 March 2019 (the date of final results’ board meeting of the Company) disclosed by The Hong Kong Association of Banks.

Property, Plant and Equipment
Details of movements in the property, plant and equipment of the Group for the financial year under review are set out in note 16 to the consolidated
financial statements.

Share Capital

Details of movements in the share capital of the Company are set out in note 31 to the consolidated financial statements.

Distributable Reserves
Distributable reserves of the Company as at 31 December 2018, calculated in accordance with the provision of the Bermuda Companies Act 1981,
amounted to RMB57,765,000.

Five Year Financial Summary
A summary of the results and of the assets and liabilities of the Group for the latest five financial years is set out on page 212 of this annual report.

Reserves
Details of movements in the reserves of the Company during the year are set out in the consolidated statement of changes in equity respectively.

Purchase, Redemption or Sale of Listed Securities of the Company
Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the Company'’s listed securities shares during the year ended
31 December 2018.

Pre-Emptive Rights

There are no pre-emptive under the Company Bye-laws, or the laws in Bermuda which would oblige the Company to offer new shares on a pro-rata
basis to existing shareholders.
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Directors
The Directors of the Company during the year ended and up to the date of this report were:

Executive Directors

Mr. HU Zheng (Chairman)

Mr. HU Hancheng (Co-Chairman)
Mr. HU Hanchao

Non-Executive Director
Mr. HU Hanxiang

Independent Non-Executive Directors
Mr. CHUNG Kwok Mo John

Mr. WU Youjin

Prof. ZHU Hongwei

The Company confirms that it has received from each of its independent non-executive Directors an annual confirmation of their independence
pursuant to rule 3.13 of the Rules Governing the Listing of Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange’), and it still considers that the independent non-executive Directors are independent.

Pursuant to Bye-Law 108 of the Company's Bye-Laws, one-third of the Directors shall retire from office by rotation at each annual general meeting of
the Company. Mr. Hu Hanxiang, Mr. Wu Youjun and Prof. Zhu Hongwei shall retire from office by rotation at the forthcoming AGM and, being eligible,
offer themselves was for re-election as Directors at the AGM.

Directors and Senior Management
The biographical details of Directors and Senior Management are set and on page 48 to 51 of this annual report.

Directors’ Service Contracts

The executive Directors namely, Mr. Hu Zheng, Mr. Hu Hancheng and Mr. Hu Hanchao have renewed their service contracts with the Company for a
term of three years commencing from 1 January 2018. Both are subject to termination by either party giving not less than three months’ written notice
to the other.

The non-executive Director, Mr. Hu Hanxiang and each of the independent non-executive Directors namely, Mr. Chung Kwok Mo John, Mr. Wu Youjun
and Prof. Zhu Hongwei have been appointed for a term of one year commencing from 1 January 2018 and are subject to termination by either party
giving not less than three months’ written notice to the other.

No Director proposed for re-election at the forthcoming AGM has a service contract which is not determinable by the Group within one year without
payment of compensation (other than statutory compensation).

Emolument Policy

The emolument policies of the Directors and other employees are formulated based on individual experience, qualification and over market situation
and are reviewed regularly, while the bonus is related to the financial performance of the Group and the individual performance. The Directors’
remunerations are subject to shareholders’ approval at general meetings.

The remuneration of the members of the senior management by band for the year ended 31 December 2018 was set out below:

Number of
Remuneration band (RMB) individuals
0-500,000 17
500,001-1,000,000 8
1,000,001 or above 6

Details of the Directors’ emolument and emoluments of the five highest paid individuals in the Group are set at the notes 12 and 13 to consolidated
financial statements.
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Director’s Interest in Contracts of Significance

Save as disclosed in the section headed “Continuing Connected Transactions” in this report and note 40 to the consolidated financial statements, no
Director had a material interest, either directly or indirectly, in any contract of significance to the business of the Group to which the Company, its
holding companies, or any of its subsidiaries or fellow subsidiaries was a party during the year under review.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed under the sections headed “Directors’ and Chief Executive’s Interests in the Securities of the Company or its Associated Corporations’,
and “Share Option Scheme”, at no time during the year were rights to acquire benefits by means of the acquisition of shares or debentures of the
Company granted to any Director or their respective spouses or minor children, or were any such rights exercised by them; or was the Company, its
holding companies, or any of its subsidiaries or fellow subsidiaries a party to any arrangement to enable the Directors to acquire such rights in any
other body corporate.

Directors’ and Chief Executives’ Interests in the Securities of the Company or its Associated Corporations
As at 31 December 2018, the interests and short positions of the directors and chief executives of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance the (“SFO"))
as recorded in the register to be kept by the Company pursuant to section 352 of the SFO or as otherwise as required to be notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers contained in the Listing Rules were as

follows:

Name of Group Number and Approximate
member/associated Capacity/ class of securities percentage of
Name of Directors corporation Nature of interest (Note 1) shareholding
Mr. Hu Zheng The Company Interest of controlled 191,250,000 ordinary 38.25%
corporation (Note 2) shares of HK$0.10 each
Gorgeous Rich Beneficial owner 1 ordinary 100%
Development Limited share of US$1.00
("Gorgeous Rich")
Mr. Hu Hancheng The Company Interest of controlled 93,750,000 ordinary 18.75%
corporation (Note 3) shares of HK$0.10 each
Golden Century Beneficial owner 1 ordinary 100%
Assets Limited share of US$1.00
("Golden Century”)
Mr. Hu Hanchao The Company Interest of controlled 75,000,000 ordinary 15%
corporation (Note 4) shares of HK$0.10 each
Leading Innovation Beneficial owner 1 ordinary 100%
Worldwide Corporation share of US$1.00
(‘Leading Innovation’)
Mr. Hu Hanxiang The Company Interest of controlled 15,000,000 ordinary 3%
corporation (Note 5) shares of HK$0.10 each
Fortune View Beneficial owner 1 ordinary 100%

Annual Report 2018

Services Limited
("Fortune View")

54

share of US$1.00



Directors’ Report

Notes:

1. All the interests stated above represent long positions. The percentage shown was the number of shares the relevant directors or chief executive was interested in expressed
as a percentage of the number of issued shares as at 31 December 2018.

2. These shares were held by Gorgeous Rich, which was wholly owned by Mr. Hu Zheng. By virtue of the SFO, Mr. Hu Zheng was deemed to be interested in the shares held by
Gorgeous Rich.

3. These shares were held by Golden Century, which was wholly owned by Mr. Hu Hancheng. By virtue of the SFO, Mr. Hu Hancheng was deemed to be interested in the shares
held by Golden Century.

4. These shares were held by Leading Innovation, which was wholly owned by Mr. Hu Hanchao. By virtue of the SFO, Mr. Hu Hanchao was deemed to be interested in the shares
held by Leading Innovation.

5. These shares were held by Fortune View, which was wholly owned by Mr. Hu Hanxiang. By virtue of the SFO, Mr. Hu Hanxiang was deemed to be interested in the shares held

by Fortune View.

Share Options to subscribe for the ordinary shares of HK$0.10 each in the Company were granted to, among others, certain Directors pursuant to the
Share Option Scheme adopted by the Company on 3 June 2011. Information in relation to these Share Options was shown in the following section

under the heading “Share Option Scheme”.

Save as disclosed above and in the paragraph headed “Share Option Scheme” below, no other interest or short position in the shares, underlying

shares or debentures of the Company or any of its associated corporations were recorded in the register required to be kept by the Company under

section 352 of the SFO.

Substantial Shareholders’ Interests in the Securities of the Company

As at 31 December 2018, so far as are known to any Director or chief executive of the Company, the persons (other than the Directors and the chief
executives of the Company) were recorded in the register kept by the Company under section 336 of the SFO, or as otherwise notified to the

Company, as leasing directly or indirectly interested or deemed to the interested in 5% or more of the issued share capital of the Company.

Number and class of
shares held in

Approximate

the Company shareholding

Name of Shareholder Capacity/Nature of interest percentage (Note 1) percentage

Gorgeous Rich (Note 2) Beneficial owner 191,250,000 ordinary 38.25%
shares of HK$0.10 each

Ms. Li Lifen (Note 2) Interest of spouse 191,250,000 ordinary 38.25%
shares of HK$0.10 each

Golden Century (Note 3) Beneficial owner 93,750,000 ordinary 18.75%
shares of HK$0.10 each

Ms. Li Siyuan (Note 3) Interest of spouse 93,750,000 ordinary 18.75%
shares of HK$0.10 each

Leading Innovation (Note 4) Beneficial owner 75,000,000 ordinary 15.00%
shares of HK$0.10 each

Ms. He Lijuan (Note 4) Interest of spouse 75,000,000 ordinary 15.00%
shares of HK$0.10 each

RAYS Capital Partners Limited (Note 5) Investment manager/Beneficial owner/ 49,718,000 ordinary 9.94%

Interest of controlled corporation
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Number and class of

shares held in Approximate
the Company shareholding
Name of Shareholder Capacity/Nature of interest percentage (Note 1) percentage
Mr. Ruan David Ching-chi (Note 6) Interest of controlled corporation 49,718,000 ordinary 9.94%
shares of HK$0.10 each
Asian Equity Special Opportunities Beneficial owner 46,516,000 ordinary 9.30%
Portfolio Master Fund Limited (Note 5) shares of HK$0.10 each
Notes:
1. All the interests stated above represent long positions. The percentage shown was the number of shares in the Company that the relevant shareholder(s) was/were interested
in expressed as a percentage of the number of issued shares in the Company as at 31 December 2018.
2. Gorgeous Rich is wholly-owned by Mr. Hu Zheng. By virtue of the SFO, Mr. Hu Zheng was deemed to be interested in the shares held by Gorgeous Rich. Ms. Li Lifen is the
spouse of Mr. Hu Zheng. Under the SFO, Ms. Li Lifen was taken to be interested in the same number of shares in which Mr. Hu Zheng was interested.
3 Golden Century is wholly-owned by Mr. Hu Hancheng. By virtue of the SFO, Mr. Hu Hancheng was deemed to be interested in the shares held by Golden Century. Ms. Li Si
Yuan is the spouse of Mr. Hu Hancheng. Under the SFO, Ms. Li Siyuan was taken to be interested in the same number of shares in which Mr. Hu Hancheng was interested.
4. Leading Innovation is wholly-owned by Mr. Hu Hanchao. By virtue of the SFO, Mr. Hu Hanchao was deemed to be interested in the shares held by Leading Innovation. Ms. He
Lijuan is the spouse of Mr. Hu Hanchao. Under the SFO, Ms. He Lijuan was taken to be interested in the same number of shares in which Mr. Hu Hanchao was interested.
5. Asian Equity Special Opportunities Portfolio Master Fund Limited (“Asian Equity”) is wholly-owned by RAYS Capital Partners Limited. Therefore, RAYS Capital Partners Limited
is deemed to be interested in all the Shares held by Asian Equity.
6. The shares in RAYS Capital Partners Limited is held by Ruan David Ching-chi. Therefore, he is deemed interested in all the Shares held by RAYS Capital Partners Limited.

Save as disclosed above, no other interest or short position in the shares or underlying shares in the Company were recorded in the Register.

Share Option Scheme

The Company operates a share option scheme (the “Share Option Scheme"), which was adopted on 3 June 2011 (the “Adoption Date"). Unless
otherwise cancelled or amended, the Share Option Scheme will remain in force for 10 years from the Adoption Date. The major terms of the Share
Option Scheme are summarized as follows:

The purpose of the Share Option Scheme is to provide incentives or rewards to selected eligible participants for their contribution to the Group. Under
the Share Option Scheme, the Directors of the Company may grant options to any Directors, employees, suppliers, customers, service providers,
shareholder, advisors of any member of the Group or any entity in which any member of the Group holds an equity interest and any other person
whom the Directors consider, in its discretion, have contributed to the Group.

The total number of share which may be issued upon exercise of all options to be granted under the Share Option Scheme shall not in aggregate
exceed 10% of the share in issue as at the date of listing, unless shareholders” approval has been obtained, and in any event must not in aggregate
exceed 30% of the share of the Company in issue from time to time. The total number of share issued and to be issued upon the exercise of the
options granted to or to be granted to each participant under the Share Option Scheme in any 12-month period shall not exceed 1% of the share of
the Company in issue.

The exercise price for the shares under the Share Option Scheme shall be such price as the Board may in its absolute discretion determine at the time
of grant of the option but the subscription price shall not be less than the highest of the closing price of the Company's shares as stated in the Stock
Exchange’s daily quotation sheets on the date of the Board approving the grant of an option, which must be a business day (“Offer Date"); the
average closing price of the Company’s shares as stated in the Stock Exchange’s daily quotation sheets for the five business days immediately
preceding the Offer Date; and the nominal value of the Company’s shares. A nominal consideration of HKS1 is payable on acceptance of the grant of
an option.
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An option may be exercised in accordance with the terms of the Share Option Scheme at any time during a period to be determined and notified by
the Directors to each grantee, which period may commence from the date of the offer for the grant of options is made, but shall end in any event not
later than 10 years from the date of grant of the option subject to the provisions for early termination thereof. Unless otherwise determined by the
Directors and stated in the offer for the grant of options to a grantee, there is no minimum period required under the Share Option Scheme for the
holding of an option before it can be exercised.

Connected Transactions

Certain related party transactions as disclosed in note 40 to the consolidated financial statements also constituted connected transactions under the
Listing Rules, and are required to be disclosed in accordance with Chapter 14A of the Listing Rules. The following transactions between certain
connected parties (as defined in the Listing Rules) and the Company have been entered into and/or are ongoing for which relevant disclosure had
been made by the Company in the announcement dated 28 December 2016.

One-Off Connected Transactions

In December 2018, Zhongshan Rengo Hung Hing Paper Manufacturing Company Limited ("Hung Hing"), a non-wholly owned subsidiary of the
Company and Shanghai Rengo Packaging Decoration Company Limited* (-8t & 85455 % R 2 7)) (‘Shanghai Rengo’), a limited company
established in the PRC, and Wuxi Rengo Packaging Company Limited* (#5354 B3 F R 2 7)) (‘Wuxi Rengo”), a limited company established in
the PRC and owned as to 91% and 9% by Shanghai Rengo and Rengo Company Limited* (L > T —#k =& 4f). Shanghai Rengo and Wuxi Rengo

provided an extension of financial guarantees to Hung Hing to secure the banking facilities with an aggregate amount of RMB26,820,000.

Continuing Connected Transactions
The following transactions fall under the de minimis provision set forth in Rule 14A.33 of the Listing Rules and is therefore exempt from reporting,
announcement and independent shareholders’ approval.

Non-Exempt Continuing Connected Transactions

The following transaction between member of our Group constitute non-exempt continuing connected transaction of our Company under Rule
14A.33 of the Listing Rules by reason of any of the applicable percentage ratios (other than the profits ratio) being greater than 5% on an annual basis
or the annual consideration being greater than HK$1,000,000.

Leasing of Premises

Zheng Ye Packaging (Zhongshan) Company Limited ("Zheng Ye Packaging (Zhongshan)"), a wholly-owned subsidiary of the Company and Zheng
Ye Leasing entered into three tenancy agreements made between Zheng Ye Leasing as landlord and Zheng Ye Packaging (Zhongshan) as tenant in
respect of the letting of the premises as summarized below:

Date and subject matter of each tenancy agreement:

—  Tenancy agreement dated 28 December 2016 (the “First Tenancy Agreement’) in relation to the letting of premises located at
Dongcheng Road, Dongshen Town, Zhongshan City, Guangdong Province, the PRC for use as our production site with a total gross floor
area of approximately 36,475 sq.m..

—  Tenancy agreement dated 28 December 2016 (the “Second Tenancy Agreement’) in relation to the letting of premises located at No.
126 Dongcheng Road, Dongshen Town, Zhongshan City, Guangdong Province, the PRC for use as our production site with a total gross
floor area of approximately 7,844 sq.m..

—  Tenancy agreement dated 28 December 2016 (the “Third Tenancy Agreement”) in relation to the letting of premises located at Nos.

119 and 126 Dongcheng Road, Dongshen Town, Zhongshan City, Guangdong Province, the PRC for use as our workshop and canteen
respective site with total gross floor areas of approximately 2,622 sg.m. and 304 sg.m. respectively.

*  Foridentification purpose only
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Period:

—  The First Tenancy Agreement: for a term of three years from 1 January 2017 to 31 December 2019 with an option on the part of Zheng Ye
Packaging (Zhongshan) to renew for a further term of one year by serving not less than 30 days’ written notice on Zheng Ye Leasing at
the then market rent.

—  The Second Tenancy Agreement: for a term of three years from 1 January 2017 to 31 December 2019 with an option on the part of Zheng
Ye Packaging (Zhongshan) to renew for a further term of one year by serving not less than 30 days’ written notice on Zheng Ye Leasing at
the then market rent.

—  The Third Tenancy Agreement: for a term of three years from 1 January 2017 to 31 December 2019 with an option on the part of Zheng
Ye Packaging (Zhongshan) to renew for a further term of one year by serving not less than 30 days’ written notice on Zheng Ye Leasing at
the then market rent.

Monthly rental payable:

—  TheFirst Tenancy Agreement is in amount of RMB437,719.

—  The Second Tenancy Agreement is in amount of RMB94,127.

—  The Third Tenancy Agreement is in amount of RMB35,112.

—  The monthly rent payable for the renewal term under each of the Tenancy Agreements will be the then market rent provided that any
upward adjustment to the monthly rent will be subject to a cap of not more than 10% of the monthly rent payable immediately prior to
the expiration of the original term.

Rental deposit paid:

—  The First Tenancy Agreement in amount of RMB300,000.

—  The Second Tenancy Agreement in amount of RMB100,000.

—  The Third Tenancy Agreement in amount of RMB50,000.

During the year, the rental fee of the premises from Zheng Ye Leasing amounted to VAT inclusive of RMB6,803,496 (2017: RMB6,803,496).

The independent non-executive Directors have reviewed the above continuing connected transactions of the Company and have confirmed that
these transactions have been entered into:

0] in the ordinary and usual course of business of the Group;
(i) onnormal commercial terms; and

(i) in accordance with the relevant agreements governing the transactions on terms that are fair and reasonable and in the interests of the
shareholders of the Company as a whole.
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The auditors of the Company have reported to the Directors that during the financial year:
0] the above continuing connected transactions have been approved by the board of Directors;

(i) the above continuing connected transactions have been entered into in accordance with the terms of the agreements governing such
transactions; and

(i) the respective cap amounts set out in the relevant agreements referred to above have not been exceeded.

Corporate Governance
Details of the Company'’s corporate governance practices are set at in the Corporate Governance Report of the annual report.

Mode Code for Securities Transactions by Directors
The Company has adopted the Model Code as set out in Appendix 10 of the Listing Rules. All the Directors of the Company have confirmed that they
have complied with the required standards set out in the Model Code during the year ended 31 December 2018.

Major Customers and Suppliers

In the year under review, 29.58% of the Group's revenue was attributable to the Group's five largest customers and sales to the Group's largest
customer accounted for 13.20% of the Group's revenue for the year. 44.59% of the Group's total purchases was attributable to the Group’s five largest
supplier and purchases from the Group’s largest supplier accounted for 9.97% of the Group is total purchases

None of the Directors, their associates or shareholders, who to the knowledge of the Directors own more than 5% of the Company's share capital, had
an interest in these major customers or suppliers.

Directors’ Interests in Competing Business

During the year, no Directors of the Company or their respective associates (as defined in the Listing Rules) were considered to have an interest in a
business which competes or is likely to compete, either directly or indirectly, with the business of the Group, other than those businesses of which the
Directors were authorised to represent the interests of the Company and/or the Group.

Sufficiency of Public Float
Based on information that is publicly available to the Company and within the knowledge of the Directors, the Company has maintained a sufficient

public float during the year and up to the date of this report under the Listing Rules.

Auditor
The consolidated financial statements have been audited by Deloitte Touche Tohmatsu who retire and, being eligible, offer themselves for re-
appointment at the AGM.

By order of the Board

Hu Zheng
Chairman

Hong Kong, 22 March 2019
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Independent Auditor’s Report
BN Iz R

Deloitte.

TO THE SHAREHOLDERS OF
ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED
EXBBREZERERAT

(incorporated in Bermuda with limited liability)

Opinion

We have audited the consolidated financial statements of Zhengye International
Holdings Company Limited (the “Company”) and its subsidiaries (collectively
referred to as “the Group”) set out on pages 121 to 211, which comprise the
consolidated statement of financial position as at 31 December 2018, and the
consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2018, and of its
consolidated financial performance and its consolidated cash flows for the year
then ended in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong Standards on Auditing
("HKSAs") issued by the HKICPA. Our responsibilities under those standards are
further described in the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent of the Group in
accordance with the HKICPA's Code of Ethics for Professional Accountants (“the
Code"), and we have fulfilled our other ethical responsibilities in accordance with
the Code. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Key Audit Matters

Key audit matters are those matters that, in our professional judgment, were of
most significance in our audit of the consolidated financial statements of the
current period. These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our opinion thereon,
and we do not provide a separate opinion on these matters.
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Key Audit Matters (Continued)

Key audit matter

RRETER

B ETEH (@)

il

How our audit addressed the key audit matter

EEEBMATNAEERRENSE

Impairment assessment of trade receivables and contract assets

BRRERENEE ZBEFH

We identified the impairment assessment of trade receivables not backed
by bank bills (“trade receivables”) and contract assets as a key audit
matter due to the management's judgement and estimates involved in
the determining provision for expected credit losses.
HREREHEREEEENETRENS RO HE Kb - &
PR TMERTRBERENERER(EZERRE ] RENEE
BB TEE RS E AT 1A -

As disclosed in notes 4 and 38 to the consolidated financial statements,
the management uses provision matrix to estimate expected credit losses
for trade receivable and contract assets, which is assessed individually for
each significant trade debtors and contract assets, and collectively for
others by grouping of various trade debtors and contract assets that have
similar loss patterns as reflected in the debtor’s and contract assets’
ageing profiles. The provision rates applied in the provision matrix is
estimated using the historical observed default rates of the debtors and
contract assets taking into consideration forward-looking information
that is reasonably and supportably available to the directors of the
Company without undue costs or effort, and are updated if considered to
be required.

WMInGRE B TS mAMT T4 R 38 FTI BR - EIRfE (R PR R Rk 5T
BHRKRAERGNEENTRREERE - Wt &R EKRERR
BREHEEFDEBENG  ERSHEESREGEMEREE
REBREETOENME  HIEREXRBRAEYRIENE R
EEMRKRIBEN - BEEETEANBEBEEDEREFEAREGL
BEMNELENERMGT UZEBIRAEEFEREINTIHUEN
BARSE R TRAIERE - AERAIZFHNAELER - WEEH
MRERBEMEH °

As disclosed in notes 21 & 23 to the consolidated financial statements, the
carrying amount of trade receivables and contract assets as at 31
December 2018, are RMB502,272,000 (net of allowance for credit losses of
RMB1,872,000) and RMB19,257,000 (net of provision for credit losses of
RMB Nil).

BGEMERRMEFDIRBHAEE R=2FE—N\F+=A
=+—H  BHRUGRERENEENREE S AR 502,272,000
TR EE BB EE AR 1,872,000 7T) B AR 19,257,000 7T (8
BEEBEXEHSFHE) -
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Our procedures in relation to the impairment assessment of the trade
receivables and contract assets included:

HFERE SREGIA A WEEREN ENEF B -

° Obtaining an understanding of management process in assessing
the estimated provision for expected credit losses for trade
receivable and contract assets;

. TRERENGEZREFIENEGNEENRREREEER
AEHEIEF

° Evaluating the reasonableness of the groupings of trade
receivables and contract assets according to their similarities in
historical loss patterns;

o REELBAEIALUMLTGE ZREHMENEEDEH
SR

° Assessing the reasonableness of loss allowance estimates by the
management by examining the historical observed default rates of
the trade receivable and contract assets and evaluating the
reasonableness of the forward-looking information and insurance
coverage considered by the management;

e RIEARTEIRUFIELGNEENELEBHNXR N HER
BERHAREEN RRBREBEN GBI  FEBELEES
HErR S

° Testing the accuracy of the ageing analysis of the trade receivables
and contract assets, on a sample basis, to the supporting delivery
documents and contract assets recognition supporting
documents; and

e  BBUBMEFIAMEXRRAXHMENEERRBIFEX
- B S RIKIANE HEENREDTEERIL A

° Checking the accuracy of management’s calculation of expected
credit losses for trade receivable and contract assets under
provision matrix.

o REEBERBERBERAEEZIERKFIENGNEENTE
HEEERNERY -

Zhengye International Holdings Company Limited
EXBRZERBARAR
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Other Information

The directors of the Company are responsible for the other information. The other
information comprises the information included in the annual report, but does not
include the consolidated financial statements and our auditor's report thereon.

Our opinion on the consolidated financial statements does not cover the other
information and we do not express any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise appears to be
materially misstated. If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we are required to report
that fact. We have nothing to report in this regard.

Responsibilities of Directors and Those Charged with
Governance for the Consolidated Financial Statements

The directors of the Company are responsible for the preparation of the
consolidated financial statements that give a true and fair view in accordance with
HKFRSs issued by the HKICPA and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the directors determine is
necessary to enable the preparation of consolidated financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, the directors are responsible for
assessing the Group's ability to continue as a going concern, disclosing, as
applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Group’s financial
reporting process.

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated
financial statements as a whole are free from material misstatement, whether due
to fraud or error, and to issue an auditor’s report that includes our opinion solely to
you, as a body, in accordance with Section 90 of the Bermuda Companies Act, and
for no other purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable assurance is a high
level of assurance, but is not a guarantee that an audit conducted in accordance
with HKSAs will always detect a material misstatement when it exists. Misstatements
can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions
of users taken on the basis of these consolidated financial statements.

Annual Report 2018

B\ e

Hith &
ERREFANLBANAR - LARREEBAH
REH BT O AHHEERE SR
Bk o

EEHGAMBHRRNERL NREEMER - FFN
THZEHEMENBEREATANEZEw o

HRESFHEAMBREANER  BEENETRMELM
B HBREPEEEMEN T BGEPMBHRL
EEEBRNBETHTHBOBEATEEREBRE LT

FEERBRRANER - EREZSHITHOIIE - i
EERRZEMENFEERBRRL  EEFERSE

ZEE - HEHE  BEFLEEMRS -

EENERERAEMBEBRARENELE
BAREFARBRETEQHDARRGNE LYY
REEARESD AN BBERTRUGAMBRE
AL HEAMBRRIFHEEMATHRG - REEAR
ARBESHBREMLEONRE]  UEGEAHTE
BERTEE AR RE R TSRO EABE RIS -

ERBEGAMBHRERE  EFAAENE EEEFE
e TEEZSBEATRERSELLRANE
B UARERBEKERSER KIFEEFE
# BEEEBFRIUFILEE  FHEEBERNRET
ES

il
)
op
1]
\\\\

BEEE

BEREENMBHRERRE -

REMRER GRS M BEBRRARENEE

EENERERYGAMBHRRERES NEEANKGF
SRR ME R B A REGAIRG S ERE iﬁﬂ@
EESEANZBEMEE BFERBARERRES
o0fm MT(FRER) MEETFNER  RIULZINAK
BERNEBEMEN - EETERARENAREEAE
B AL BB AEEREE - AIBRE SR FHRE
BETRERBFRBBBRAERETHRAER —EXRE
RERILF AR B BE IR o S8 SRIRIL AT LA FR BRFE Sk A RR 5
o WERERERRLEBRERERATETEER
EIRMESFE M MRIELREERE - RIBRIHERER
MBEARRER e



Independent Auditor’s Report
VR PE S EiE o

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

As part of an audit in accordance with HKSAs, we exercise professional judgment
and maintain professional skepticism throughout the audit. We also:

o Identify and assess the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error, design and perform audit
procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal control.

° Obtain an understanding of internal control relevant to the audit in order to
design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Group's
internal control.

° Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made by the
directors.

° Conclude on the appropriateness of the directors’ use of the going concern

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

° Evaluate the overall presentation, structure and content of the consolidated
financial statements, including the disclosures, and whether the consolidated
financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

° Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to express
an opinion on the consolidated financial statements. We are responsible for
the direction, supervision and performance of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit and significant audit findings,
including any significant deficiencies in internal control that we identify during our
audit.
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Independent Auditor’s Report
VR PE S EiE o

Auditor’s Responsibilities for the Audit of the
Consolidated Financial Statements (Continued)

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

From the matters communicated with those charged with governance, we
determine those matters that were of most significance in the audit of the
consolidated financial statements of the current period and are therefore the key
audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare
circumstances, we determine that a matter should not be communicated in our
report because the adverse consequences of doing so would reasonably be
expected to outweigh the public interest benefits of such communication.

The engagement partner on the audit resulting in the independent auditor's report
is Wong Yan Wah.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

22 March 2019
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

=PANG =B~ PN =
FEEmAkEMEERES
For the year ended 31 December 2018
BE-Z—/\F+=-A=1+—HLEFE

2018 2017
=B N\F —E—+tfF
NOTES RMB’000 RMB'000
s AR¥T T ARBTT
Revenue WA 5 2,848,016 2,414,127
Cost of sales THE R A (2,338,314) (1,882,634)
Gross profit EF 509,702 531,493
Other income E A 7 9,435 20,594
Impairment losses, net of reversal B E R B 5 E 8 (350) 2011)
Other gains and losses Hopth Uz J% fE5 18 8 (1,842) 151
Distribution and selling expenses DHREEER (74,472) (64,858)
Administrative expenses THFHX (143,656) (139,088)
Finance costs RBhE R AR 9 (46,295) (44,826)
Other expenses HEfAx (3,269) (1,863)
Research and development costs EEF X (95,239) (56,753)
Profit before tax [ 5 A i A 11 154,014 242,839
Income tax expense i 10 (23,301) (29,597)
Profit and total comprehensive income for the year FREMREE WL 130,713 213,242
Profit and total comprehensive income for FAEMLEEREERE
the year attributable to:
Owners of the Company ZAN/NEIEZS DN 109,358 182,705
Non-controlling interests FEIE R 21,355 30,537
130,713 213,242
Earnings per share SRERF
Basic (RMB) BEAR(ARY) 15 0.22 037
121 Zhengye International Holdings Company Limited

EXBEBZERARAR



Consolidated Statement of Financial Position

AR MR R

At 31 December 2018
R=F—\F+=-A=+—H

2018 2017
—E-N\F —T—+tF
NOTES RMB’000 RMB'000
s AR®T ARBTT
Non-current Assets IRBEE
Property, plant and equipment W - B REE 16 891,169 892,353
Prepaid lease payments AR ERIE 17 153,858 158,578
Investment property A 18 - -
Other intangible assets HihEREE 19 338 706
Deferred tax assets RIEFIBE = 30 4,070 2,354
Deposits for acquisition of property, plant and equipment  BEE¥%  BE RREZS 2,771 20934
1,052,206 1,074,925
Current Assets REBEE
Inventories FE 20 161,778 162,277
Trade and other receivables B 5 NhH M EWFRIE 21 951,153 1,015,071
Contract assets EHEE 23 19,257
Prepaid lease payments TR HEENRIE 17 4,720 4,720
Tax recoverable Al eI E IR 818
Pledged bank deposits EEIPRITIFK 24 108,910 114,609
Bank balances and cash RITEBREIRE 24 258,981 190,268
1,505,617 1,486,945
Current Liabilities V=R
Trade and other payables B 5 NhH M ENE 25 473,686 597,550
Tax liabilities HIBEE 7,749 14,207
Bank borrowings RITIER 29 904,345 745,646
Other borrowings EAhfE R 29 47,340 63,493
Obligation under a finance lease mﬂﬁﬂffgﬁm 26 394 372
Contract liabilities EHaE 27 2,644 =
Amounts due to directors Fﬂ?‘é%m 28 2,181 1,840
1,438,339 1,423,108
Net Current Assets RBEEFRE 67,278 63,837
Total Assets Less Current Liabilities EERERABEE 1,119,484 1,138,762
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Consolidated Statement of Financial Position

ira MBI
At 31 December 2018
RZF—-N\F+ZA=1+—H

2018 2017
—E-N\F —T—+tF
NOTES RMB’000 RMB'000
s AR¥T T ARBTT
Capital and Reserves EARRFEE
Share capital R% 2R 31 41,655 41,655
Share premium and reserves IRA R (B K 852,070 793,926
Equity attributable to owners of the Company RARHEE NEEER 893,725 835,581
Non-controlling interests FEE IS AEE 179,654 158,299
Total Equity FESEE 1,073,379 993,880
Non-current Liabilities FRBEE
Deferred tax liabilities EERIARE 30 7,525 8370
Deferred income EFE R IAUA 33 25,742 20,532
Bank borrowings HRITER 29 - 82,228
Other borrowings H gk 29 5,786 26,306
Obligation under a finance lease B &S RN FRIA 26 7,052 7,446
46,105 144,882
1,119,484 1,138,762

The consolidated financial statements on pages 121 to 211 were approved and ~ZZE&@W -—ZE—hF= 8=+ = Bt RISEIEE 121
authorised for issue by the board of directors on 22 March 2019 and are signed on  Z 211 B 4RSI HE - WHU TATRAZS
its behalf by:

Hu Zheng Hu Hancheng
[2:n3 HHER
DIRECTOR DIRECTOR
FE FE
123 Zhengye International Holdings Company Limited
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Consolidated Statement of Changes in Equity

/\\/T\

—H— A4
* / N nn:l/n

EH)R

For the year ended 31 December 2018
HE-_T—\F+-_A=+—HILFE

Attribute to owners of the Company

RORRE AL
Non-
Share Share Statutory Other Retained controlling
capital premium reserve reserve profits Sub-total interests Total
e RERE EERE EfbfRE BRiEd Mt FERER @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTR  ARMTR ARMTR  ARBTR  ARETR  ARETR  ARETR  ARRTR
(note ) (note b)
(B 1) (B3E2)
At1 January 2017 RZF-t5-A-A 41,655 92,968 115843 (23389 453,299 680376 127,762 808,138
Profit and total comprehensive FRRNRZENREE
income for the year - - - - 182,705 182,705 30,537 234
Dividend paid (note 14) BARE (FzE14) - = - - (27,500) (27,500) - (27500)
Transfer to statutory reserve BRELTRE - = 5,268 - (5.268) - - -
At 31 December 2017 RZE—tE+ZA=1-H 41,655 92,968 121,11 (23389) 603,236 835,581 158299 993,880
Adjustments (note 2) A () - - - - 3,586 3,586 - 3,586
At1 January 2018 (restated) RZE-\§-A-A
(8 E5) 41,655 92,968 121111 (23,389) 606,822 839,167 158,299 997,466
Profit and total comprehensive FRANREENGEE
income for the year - - - - 109,358 109,358 21,355 130,713
Dividend paid (note 14) BIRE (Hz14) - - - - (54,800) (54,800) - (54,800)
Transfer to statutory reserve BREATRE - - 8,370 - (8,370) - - -
At31 December 2018 “Z-)\&+t-A=+-H 41,655 92,968 129,481 (23,389) 653,010 893,725 179654 1073379
Notes: Mz -
(a) In accordance with the relevant laws and regulations of the Peoples’ Republic of China (the @) BiEhEARENB((PE]) BEEERER  RPEKIZH

“PRC"), the subsidiaries established in the PRC are required to provide for the PRC statutory
reserve, by way of appropriations from their respective statutory net profit (based on the
subsidiaries’ PRC statutory financial statements) but before dividend distributions.

In accordance with the Articles of Association of certain subsidiaries established in the PRC,
those subsidiaries are required to transfer 10% of the profit after taxation to the statutory

reserve.

Annual Report 2018

Certain subsidiaries’ appropriations to the funds are made at the discretion of the subsidiaries’
board of directors. The board of directors shall decide on the amounts to be appropriated
based on the profitability of each subsidiary each year.

The amount mainly relates to reserve arising from group reorganisation carried out by the

Group in preparation for the public listing of the Company’s shares on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) in 2011.
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Consolidated Statement of Cash Flows

/\\/T\ E/% sz //IL: 2%

For the year ended 31 December 2018
BE-Z—/\F+=-A=1+—HLEFE

2018 2017
—=E-N\F —T—tF
NOTES RMB’000 RMB'000
s AR®T ARBTT
OPERATING ACTIVITIES R
Profit before tax BRA% A A 154,014 242,839
Adjustments for: FATSEEL A
Finance costs BB 46,295 44,826
Interest income B A (2,388) (2,163)
Impairment losses recognised on trade and EHERE S & EAMERFIE
other receivables RIEBE 350 2,011
Depreciation of property, plant and equipment M - BEREETE 75,985 76,780
Depreciation of an investment property REMEE - 406
Amortisation of prepaid lease payments TR H & SR IE 5 4,720 4,720
Amortisation of other intangible assets Hitn @\ &= 368 368
Loss on disposals of property, ﬁ%%¥ 55 K
plant and equipment, net HEEETE 248 495
Loss on disposal of investment property HEREMEEE - 471
Exchange loss (gain) on borrowings f& SREE LE A BE H 518 (e ) 604 (694)
Amortisation of government grant relating to BHEERDEEZ
non-current assets TS il B 8 5 (2,138) (1,461)
Operating cash flows before movements in working capital CEAARNEHHICEIRNERE 278,058 368,598
Increase in inventories F &N (14,760) (31,614)
Decrease (increase) in trade and other receivables B 5 N EH ubpE s sk IB R > (3840) 63,568 (122,709)
Increase in borrowings relating to discounted bills receivables 75 28 & BL IR FE UK 245 2 15 238 AN 173,734 153,755
Decrease in contract assets EBRHEBERD 308 =
Decrease in trade and other payables B 5 K& H b e Z 08 > (115,157) (141,727)
Decrease in contract liabilities EHaERY (6,122)
Increase (decrease) in amounts due to directors FERTESREE I R ) 341 (549)
Cash generated from operations RELERTSIRG 379,970 225,754
Income tax paid BRI FTEH (33,858) (24,002)
NET CASH FROM OPERATING ACTIVITIES REXBMERLTFR 346,112 201,752
125 Zhengye International Holdings Company lelted
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Consolidated Statement of Cash Flows

=IAN PAN =g —1
meRemER
For the year ended 31 December 2018
BE_T-/\F+_A=1T—HILFE

2018 2017
—E-N\F —T—+tF
NOTES RMB’000 RMB'000
s AR¥T T ARBTT
INVESTING ACTIVITIES REX
Interest received 2 S 2,388 2,163
Proceeds on disposal of property, plant and equipment HEWME - BB RREERE 935 4,752
Proceed from disposal of investment property HEREYMERSRIE - 12,896
Purchases of property, plant and equipment BEWMZE - WER&HE (54,991) (41,994)
Deposits paid for acquisition of property, plant and equipment B B2 - HiE RREIR S (2,771) (20,934)
Earnest money received BUHES 25 20,000 -
Refund of earnest money BRFES 25 (20,000) =
Placement of pledged bank deposits TFARERRITIER (233,520) (178,962)
Withdrawal of pledged bank deposits B B R RT3 239,219 187,720
Receipt of government grant relating to non-current assets WELE BEIER BN E B 2 BT fi B 7,348 9,027
NET CASH USED IN INVESTING ACTIVITIES REXY (FA) REREFE (41,392) (25,332)
FINANCING ACTIVITIES EES S
Interest paid [EENEESS (45,817) (44,326)
Dividend paid ERRE (54,800) (27,500)
Repayment of bank borrowings EERITER (670,630) (690,633)
Repayment of obligation under a finance lease EEREHSENKIE (850) (850)
Repayments of other borrowings BEEAME R (36,673) (74,337)
New other borrowings raised FTEVS EAth fE R - 78,759
New bank borrowings raised IS IRITER 572,763 613,217
NET CASH USED IN FINANCING ACTIVITIES RMEXBAMARSFHE (236,007) (145,670)
NET INCREASE IN CASH AND CASH EQUIVALENTS ReRBESSEWRINFR 68,713 30,750
CASH AND CASH EQUIVALENTS AT 1 JANUARY R—A—BNBRERALEEY 190,268 159,518
CASH AND CASH EQUIVALENTS AT 31 DECEMBER R+-—A=+—HWHESE
represented by bank balances and cash RELEEY
BSRITAER R R 2 258,981 190,268
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Notes to the Consolidated Financial Statements

/\\/T\

BB RRMEE

For the year ended 31 December 2018
HE-_T—\F+-_A=+—HILFE

1.

General

The Company is incorporated in Bermuda as an exempted company with
limited liability and its shares are listed on the Stock Exchange. The address
of the registered office of the Company is Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda and its principal place of business is located in the
PRC.

The Company acts as an investment holding company. Mr. Hu Zheng, Mr. Hu
Hancheng, Mr. Hu Hanchao and Mr. Hu Hanxiang, who collectively own 75%
of the Company’s share in aggregate and act in concert, are regarded as the
controlling shareholders of the Company.

The principal activities of its subsidiaries are mainly engaged in manufacture
and sale of paper, paperboard and paper-based packaging products. The
Company and its subsidiaries are hereinafter collectively referred to as the
"Group”.

The consolidated financial statements are presented in Renminbi (‘/RMB"),
the currency of the primary economic environment in which the principal
subsidiaries of the Company operate (the “functional currency”).

Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs")
Amendments to HKFRSs that are mandatorily effective of
the current year

The Group has applied the following new and amendments to HKFRSs
issued by the Hong Kong Institute of Certified Public Accountants (‘HKICPA”)
for the first time in the current year.

HKFRS 9
HKFRS 15

Financial Instruments

Revenue from Contracts with Customers and
the related Amendments

Foreign Currency Transactions
and Advance Consideration

HK(IFRIO)-Int 22

Classification and Measurement of Share-
based Payment Transactions

Applying HKFRS 9 Financial Instruments with
HKFRS 4 Insurance Contracts

Amendments to HKFRS 2

Amendments to HKFRS 4

Amendments to HKAS 28 As part of the Annual Improvements to

HKFRSs 2014-2016 Cycle

Amendments to HKAS 40 Transfers of Investment Property

Except as described below, in the opinion of the Company’s directors, the
application of the new and amendments to HKFRSs in the current year has
had no material impact on the Group's performance and financial positions
for the current and prior years and/or on the disclosures set out in these
consolidated financial statements.
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Notes to the Consolidated Financial Statements
e B ER R M5

For the year ended 31 December 2018
HE-_T—\F+-_A=+—HULHFE

2.

Annual Report 2018
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Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") (Continued)
HKFRS 15 Revenue from Contracts with Customers

The Group has applied HKFRS 15 for the first time in the current year. HKFRS
15 superseded HKAS 18 Revenue, HKAS 11 Construction Contracts and the
related interpretations.

The Group has applied HKFRS 15 retrospectively with the cumulative effect
of initially applying this Standard recognised at the date of initial application,
1 January 2018. Any difference at the date of initial application is recognised
in the opening retained profits (or other components of equity, as
appropriate) and comparative information has not been restated.
Furthermore, in accordance with the transition provisions in HKFRS 15, the
Group has elected to apply the Standard retrospectively only to contracts
that are not completed at 1 January 2018. Accordingly, certain comparative
information may not be comparable as comparative information was
prepared under HKAS 18 Revenue and HKAS 11 Construction Contracts and
the related interpretations.

The Group recognises revenue from manufacture and sale of paper,
paperboard and paper-based packaging products which arise from contracts
with customers:

Information about the Group’s performance obligations and the accounting
policies resulting from application of HKFRS 15 are disclosed in notes 5 and 3
respectively.

Summary of effects arising from initial application of HKFRS 15
The following table summarises the impacts of transition to HKFRS 15 on
retained profits at 1 January 2018.

2.

eI REEITNEBUBREEN(E
EUBmEED])NER @)
ERUBHREEL 15— REFFEHZHR
m
REBERAEEERERE R BRE LS
155 « EEHHREEASMA BB R LA 8
W3k - BBREER 1 REAVRAMRE -

AEECEPEBETEMBHREEN 1S MEKX
ERAZEANZAREER -_E—N\F—A—H
BRMER B HRER o N ERER BB EAEER
HIBEEN (EmmEmaRs (Em) ) #R
BWESFILLEER - bo  RIBHBPHEREE
A5 BRI - ARERBEEHNR TN\
F—HA—HERTERNELEPEAZEL - @R
HBERDRERE G ER1BRARETE SR
EANBZEANNARAHERERE - Bt & T
LB ER AT RE AR FLLE -

AEBEREAR PV AKNELNRR  BRIE
ERERNBERBEERA

FRARBEEVBRELEN SHAKERNE
EREFHRENERRMEES R3S -

NEERERMBEREEAN IS ZHERE
THRE TR _E-N\F-A—RBBREFEYH
BREEAN S HB RN E

RMB'000
ARETTT
Retained profits BEaA
Made-to-order paper-based packaging products recognised & s PRI HE RS T i SR Y JE AR B B 2R EE
over time 4,306
Tax effects HIER 2 (720)
Impact at 1 January 2018 RZE-N\F—-—A—BHZE 3,586

The following adjustments were made to the amounts recognised in the
consolidated statement of financial position at 1 January 2018. Line items
that were not affected by the changes have not been included.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
BE-Z— ) \F+=-A=1+—HLEFE

2.

Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") (Continued)
HKFRS 15 Revenue from Contracts with Customers

2. FiE]
78 B

REBITNERMBRELEN(E
BHEER ) WER (@)

BRYBRELEAIS —RAFFEHZK

(Continued) = (48)
Carrying Carrying
amounts amounts
previously under
reported at HKFRS 15
31 December at 1 January
2017 Reclassification Remeasurement 2018
REEB
BE RIS %RI15
RZB—+tF R-B-N\F
t+=A=+-H —A—H
Z2HRNREE EFAE By IREE
Notes RMB'000 RMB'000 RMB'000 RMB'000
f s ARETTT ARETTT ARETT ARETTT
Current Assets REBEE
Inventories 78 @) 162,277 (15,259) - 147,018
Contract assets BRHEE @) - 15,259 4306 19,565
162,277 - 4,306 166,583
Current Liabilities REERE
Trade and other payables B9 REMENTIER () 597,550 (8,766) = 588,784
Contract liabilities BHEE () = 8,766 = 8,766
597,550 - - 597,550
Capital and Reserves BEXRFEE
Share premium and reserves BANRE R (@) 793,926 - 3,586 797,512
Non-current Liabilities FREEE
Deferred tax liabilities EIEHIEEE @ 8370 - 720 9,090
Notes: Bt E
@@  The Group's contracts with customers for manufacture and sale of paper-based @) REMERFITMAMNEKERSERHERLOT

packaging products are tailor-made based on customers’ specification with no
alternative use to the Group. Taking into account the contract terms, the legal and
regulatory environment in PRC, some of the contracts provide the Group enforceable
right to payment for performance completed to date and hence should be
recognised over time upon application of HKFRS 15. RMB15,259,000 and
RMB3,586,000 have been adjusted from inventories and opening retained profits
respectively with corresponding adjustment of RMB19,565,000 and RMB720,000 to
contract assets and deferred tax liabilities respectively.

(b) As at 1 January 2018, advances from customers of RMB8,766,000 in respect of

contracts for the sales of corrugated medium paper products previously included in
trade and other payables were reclassified to contract liabilities.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
BE-Z— ) \F+=-A=1+—HLEFE

2. Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") (Continued)
HKFRS 15 Revenue from Contracts with Customers

(Continued)

The following tables summarise the impacts of applying HKFRS 15 on the
Group's consolidated statement of financial position as at 31 December 2018
and its consolidated statement of profit or loss and other comprehensive
income for the current year for each of the line items affected. Line items that
were not affected by the changes have not been included.

Impact on the consolidated statement of financial position

2.

eI REEITNEBUBREEN(E
EUBmEED])NER @)
BERMBHREEL 15— REFFEAHZHK
i ()

TREM T EAE BN REER 1S HAEER
T \FT-AZT - ANEARMBRIERR
EEFRYBEANGABEREMEERHE
1B RBERTERY BNIEE -

HEEMBRARNEE

Amount without
application of

As reported Adjustments HKFRS 15
RERE®B
BIiS2ERI 15
B2, AR -
Note RMB'000 RMB'000 RMB'000
BfsE AREET T ARBET T AREEF T
Current Assets REEE
Inventories T8 (a) 161,778 15,164 176,942
Contract assets BHEE (@) 19,257 (19,257) =
181,035 (4,093) 176,942
Current Liabilities REERE
Trade and other payables B 5 R H b S 5IE (b) 473,686 2,644 476,330
Contract liabilities EHBE (b) 2,644 (2,644) _
476,330 - 476,330
Capital and Reserves EXR#E
Share premium and reserves AR E & (@) 852,070 (3,429) 848,641
Non-current Liabilities FRBAE
Deferred tax liabilities BERIBEE @) 7,525 (664) 6,861
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018

HE—

2.

T \F+=-_A=+—HIFE

Application of New and Amendments to Hong Kong 2. FRIRLIETHNERBMBEREERN(H

Financial Reporting Standards (“HKFRSs”) (Continued) B REED ) WER @)

HKFRS 15 Revenue from Contracts with Customers ERAMBBREERAIS—KBEEFFEH2ZK

(Continued) % (48)

Impact on the consolidated statement of financial position BEREUBERARNEE(E)

(Continued)

Notes: Bt E

@ The Group's contracts with customers for manufacture and sale of paper-based @) AEEEEFITUNBHORERRERFEESAT
packaging products are tailor-made based on customers’ specification with no BEEFHNAREZTES  AEEBEEMAR - R
alternative use to the Group. Taking into account the contract terms, the legal and BERMER - FRMEEREERE o ERK
regulatory environment in PRC, some of the contracts provide the Group enforceable EEREARITNESCBITNBITMNE - FitE
right to payment for performance completed to date and hence should be RERBBMIERELELSRER - ERBRESH
recognised over time upon application of HKFRS 15. RMB15,164,000 and BHMEEAISHBERT - AR 151640007 R AR
RMB3,429,000 would be adjusted to inventories and retained profits respectively with #3,429000 TN AR EFERADERFNE 5D
corresponding adjustment of RMB19,257,000 and RMB664,000 to contract assets and BIREHEERELEFRIERE AR 19,257,000t %A
deferred tax liabilities respectively without the application of HKFRS 15. R 664,000 TTVEAR S T EE -

(b) As at 31 December 2018, advances from customers of RMB2,644,000 in respect of (b) RZE—NF+-A=1+—8  BERBHEHEF LK
contracts for the sales of corrugated medium paper products have been included ERHHESNOARKE 2644000 BT AR ARE
under contract liabilities which would be included in trade and other payables MZEGHNABRBAT BV HREEISHERLT
without the application of HKFRS 15. STAE 5 REA IR

Impact on the consolidated statement of profit or loss and other HEcBEEREME2EARERNEE

comprehensive income

Amount without

application of

As reported Adjustments HKFRS 15

RERE®B

B %ERl 15

[EE=:] ik ZEH

Notes RMB'000 RMB'000 RMB'000
B s AR®ET T AREFTT ARETTT

Continuing Operation FERE

Revenue A (@ 2,848,016 308 2,848,324

Cost of sales PHERK A (0) (2,338,314) (95) (2,338,409)

Gross profit ESVY 509,702 213 509,915

Profit before tax R 5 A g A 154,014 213 154,227

Income tax expense FTisHif = © (23,301) (56) (23,357)

Profit and total comprehensive FRRF M EmEK AR

income for the year 130,713 157 130,870

Notes: Bt E

© The Group's sale of paper-based packaging products are recognised over time upon (© AEERYNDEERHEENAIFEEATSUBRE

application of HKFRS 15 in current year. RMB308,000 and RMB95,000 would be
adjusted to revenue and cost of sales respectively with corresponding adjustment of
RMB56,000 would be adjusted to income tax expenses to arrive at the amount

without the application of HKFRS 15.
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Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") (Continued)
HKFRS 15 Revenue from Contracts with Customers
(Continued)

Hal REETTNEBYBRELEN(E
A HREER ) WER @)
BRMBHRELEAIS—REFF

32 /=0

m (45

BRIz

Impact on the consolidated statement of cash flows HESHERERNEE
Amount without
application of
As reported Adjustments HKFRS 15
KRERAER
B %A 15
B2/ Eiiik Z&H
Notes RMB’'000 RMB'000 RMB'000
BisE AREET T AREBTFT ARBT T
Operating Activities TR
Profit before tax R 5 A i A (d) 154,014 213 154,227
Operating cash flows before EEENEHHKLERE®
movements in working capital Ninh==3 278,058 213 278,271
Increase in inventories FEEN (d) (14,760) 95 (14,665)
Decrease in contract assets BHEERD (d) 308 (308) =
Increase in contract liabilities aHBRERD (@) (6,122) 6,122 =
Decrease in trade and other payables & 5 K E 4th & 1~ ZR I8 R (e) (115,157) (6,122) (121,279)
Notes: BdaE -
(d  The Group's sale of paper-based packaging products are recognised over time upon (d) AEBERHOREMHENAFERAETEMB®RE

application of HKFRS 15 in current year. RMB213,000 would be adjusted to profit
before tax, RMB95,000 and RMB308,000 would be adjusted to increase in inventories
and decrease in contract assets respectively to arrive at the amount without the
application of HKFRS 15.

(e) RMB6,122,000 would be adjusted to the increase in contract liabilities and the
decrease in trade and other payables respectively to arrive at the amount without the
application of HKFRS 15.

HKFRS 9 Financial Instruments

In the current year, the Group has applied HKFRS 9 Financial Instruments and
the related consequential amendments to other HKFRSs. HKFRS 9 introduces
new requirements for 1) the classification and measurement of financial
assets and financial liabilities and 2) expected credit losses ("ECL") for
financial assets and contract assets.

The Group has applied HKFRS 9 in accordance with the transition provisions
set out in HKFRS 9, i.e. applied the classification and measurement
requirements (including impairment under ECL model) retrospectively to
instruments that have not been derecognised as at 1 January 2018 (date of
initial application) and has not applied the requirements to instruments that
have already been derecognised as at 1 January 2018. The difference
between carrying amounts as at 31 December 2017 and the carrying
amounts as at 1 January 2018 are recognised in the opening retained profits
and other components of equity, without restating comparative information.
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2. Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") (Continued)
HKFRS 9 Financial Instruments (Continued)

Accordingly, certain comparative information may not be comparable as
comparative information was prepared under HKAS 39 Financial Instruments:
Recognition and Measurement.

Accounting policies resulting from application of HKFRS 9 are disclosed in
note 3.

The application of HKFRS 9 has no material impact on the Group's
performance and financial positions for the current and prior years.

New and amendments to HKFRSs issued but not yet
effective

The Group has not early applied the following new and amendments to
HKFRSs that have been issued but are not yet effective:

HKFRS 16 Leases'
HKFRS 17 Insurance Contracts®
HK(FRIO)-Int 23 Uncertainty over Income Tax Treatments’

Amendments to HKFRS 3 Definition of a Business*

Amendments to HKFRS 9 Prepayment Features with Negative

Compensation'’
Amendments to HKFRS 10 Sale or Contribution of Assets between an Investor
and HKAS 28 and its Associate or Joint Venture?
Amendments to HKAS 1 Definition of Material’

and HKAS 8
Amendments to HKAS 19 Plan Amendment, Curtailment or Settlement’
Amendments to HKAS 28 Long-term Interests in Associates
and Joint Ventures'
Amendments to HKFRSs Annual Improvements to HKFRSs 2015-2017
Cycle’

Effective for annual periods beginning on or after 1 January 2019

Effective for annual periods beginning on or after a date to be determined

Effective for annual periods beginning on or after 1 January 2021

Effective for business combinations and asset acquisitions for which the acquisition
date is on or after the beginning of the first annual period beginning on or after 1
January 2020

& Effective for annual periods beginning on or after 1 January 2020

A e oN -

Except for the new HKFRS mentioned below, the directors of the Company
anticipate the application of other new and amendments to HKFRSs will
have no material impact on the Group's consolidated financial statements in
the foreseeable future.
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2.
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Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") (Continued)
HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the identification of lease
arrangements and accounting treatments for both lessors and lessees. HKFRS
16 will supersede HKAS 17 Leases and the related interpretation when it
becomes effective.

HKFRS 16 distinguishes lease and service contracts on the basis of whether
an identified asset is controlled by a customer. In addition, HKFRS 16 requires
sales and leaseback transactions to be determined based on the
requirements of HKFRS 15 as to whether the transfer of the relevant asset
should be accounted as a sale. HKFRS 16 also includes requirements relating
to subleases and lease modifications.

Distinctions of operating leases and finance leases are removed for lessee
accounting and is replaced by a model where a right-of-use asset and a
corresponding liability have to be recognised for all leases by lessees, except
for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and subsequently
measured at cost (subject to certain exceptions) less accumulated
depreciation and impairment losses adjusted for any remeasurement of the
lease liability. The lease liability is initially measured at the present value of
the lease payments that are not paid at that date. Subsequently, the lease
liability is adjusted for interest and lease payments, as well as the impact of
lease modifications, amongst others. For the classification of cash flows, the
Group currently presents upfront prepaid lease payments as investing cash
flows in relation to leasehold lands for owned use and those classified as
investment properties while other operating lease payments are presented
as operating cash flows. Upon application of HKFRS 16, lease payments in
relation to lease liability will be allocated into a principal and an interest
portion which will be presented as financing cash flows by the Group,
upfront prepaid lease payment will continue to be presented as investing or
operating cash flows in accordance with the nature, as appropriate.

Under HKAS 17, the Group has already recognised an asset and a related
finance lease liability for finance lease arrangement and prepaid lease
payments for leasehold land where the Group is a lessee. The application of
HKFRS 16 may result in potential changes in classification of these assets
depending on whether the Group presents right-of-use assets separately or
within the same line item at which the corresponding underlying assets
would be presented if they were owned.

Other than certain requirements which are also applicable to lessor, HKFRS
16 substantially, carries forward the lessor accounting requirements in HKAS
17, and continues to require a lessor to classify a lease either as an operating

lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.
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2.

Application of New and Amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") (Continued)
HKFRS 16 Leases (Continued)

As at 31 December 2018, the Group has non-cancellable operating lease
commitments of RMB60,034,000 as disclosed in note 34. A preliminary
assessment indicates that these arrangements may meet the definition of a
lease. Upon application of HKFRS 16, the Group will recognise a right-of-use
asset and a corresponding liability in respect of all these leases unless they
qualify for low value or short-term leases.

In addition, the Group currently considers refundable rental deposits paid of
RMB3,471,000 as rights and obligations under leases to which HKAS 17
applies. Based on the definition of lease payments under HKFRS 16, such
deposits are not payments relating to the right to use the underlying assets,
accordingly, the carrying amounts of such deposits may be adjusted to
amortised cost. Adjustments to refundable rental deposits paid would be
considered as additional lease payments and included in the carrying
amount of right-of-use assets.

Upon application of HKFRS 16, the Group will apply the requirements of
HKFRS 15 to assess whether sales and leaseback transaction constitutes a
sale. For a transfer that does not satisfy the requirements as a sale, the Group
will account for the transfer proceeds as financial liabilities within the scope
of HKFRS 9. The Group has previously entered into sales and leaseback
arrangements which were accounted under HKAS 39 as disclosed in note 29,
these sale and leaseback arrangements do not satisfy the requirements of
HKFRS 15 as sales of assets and hence will be considered as collateralised
borrowings. In accordance with the transition provision of HKFRS 16, sale and
leaseback transactions entered into before the date of initial application
would not be reassessed upon application of HKFRS 16, however, the
application of HKFRS 16 may impact the Group's future sale and leaseback
transactions.

The application of new requirements may result in changes in measurement,
presentation and disclosure as indicated above. Furthermore, the Group
intends to elect the modified retrospective approach for the application of
HKFRS 16 as lessee and will recognise the cumulative effect of initial
application to opening retained profits without restating comparative
information. The Group intends to elect the practical expedient to apply
HKFRS 16 to contracts that were previously identified as leases applying
HKAS 17 and HK(IFRIC)-Int 4 Determining whether an Arrangement contains
a Lease and not apply this standard to contracts that were not previously
identified as containing a lease applying HKAS 17 and HK(IFRIC)-Int 4.
Therefore, the Group will not reassess whether the contracts are, or contain a
lease which already existed prior to the date of initial application.
Furthermore, the Group intends to elect the modified retrospective approach
for the application of HKFRS 16 as lessee and will recognise the cumulative
effect of initial application to opening retained profits without restating
comparative information.
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3.

Significant Accounting Policies

The consolidated financial statements have been prepared in accordance
with HKFRSs issued by the HKICPA. In addition, the consolidated financial
statements include applicable disclosures required by the Rules Governing
the Listing of Securities on the Stock Exchange (‘Listing Rules”) and by the
Hong Kong Companies Ordinance (“CO").

The consolidated financial statements have been prepared on the historical
cost basis at the end of each reporting period, as explained in the accounting
policies set out below.

Historical cost is generally based on the fair value of the consideration given
in exchange for goods and services.

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at
the measurement date, regardless of whether that price is directly observable
or estimated using another valuation technique. In estimating the fair value
of an asset or a liability, the Group takes into account the characteristics of
the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date. Fair
value for measurement and/or disclosure purposes in these consolidated
financial statements is determined on such a basis, except for share-based
payment transactions that are within the scope of HKFRS 2 Share-based
Payment, leasing transactions that are within the scope of HKAS 17, and
measurements that have some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 Inventories, or value in use in HKAS 36
Impairment of Assets.

A fair value measurement of a non-financial assets takes into account a
market participant’s ability to generate economic benefits by using the asset
in its highest and best use or by selling it to another market participant that
would use the asset in its highest and best use.

In addition, for financial reporting purposes, fair value measurements are
categorised into Level 1, 2 or 3 based on the degree to which the inputs to
the fair value measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which are described as
follows:

° Level 1 inputs are quoted prices (unadjusted) in active markets for
identical assets or liabilities that the entity can access at the
measurement date;

° Level 2 inputs are inputs, other than quoted prices included within
Level 1, that are observable for the asset or liability, either directly or

indirectly; and

° Level 3 inputs are unobservable inputs for the asset or liability.

The principal accounting policies are set out below.
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3.

Significant Accounting Policies (Continued)

Basis of consolidation

The consolidated financial statements incorporate the financial statements of
the Company and entities controlled by the Company and its subsidiaries.
Control is achieved when the Company:

° has power over the investee;

° is exposed, or has rights, to variable returns from its involvement with
the investee; and

° has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an investee if facts and
circumstances indicate that there are changes to one or more of the three
elements of control listed above.

Consolidation of a subsidiary begins when the Group obtains control over
the subsidiary and ceases when the Group loses control of the subsidiary.
Specially, income and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement of profit or loss
and other comprehensive income from the date the Group gains control
until the date when the Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive income are attributed to
the owners of the Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to the owners of the
Company and to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

When necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies into line with the Group'’s
accounting policies.

All intragroup assets and liabilities, equity, income, expenses and cash flows
relating to transactions between members of the Group are eliminated in full
on consolidation.

Non-controlling interests in subsidiaries are presented separately from the
Group's equity therein, which represent present ownership interests entitling
their holders to a proportionate share of net assets of the relevant
subsidiaries upon liquidation.
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3.

Significant Accounting Policies (Continued)

Basis of consolidation (Continued)

When the Group loses control of a subsidiary, the assets and liabilities of that
subsidiary and non-controlling interests (if any) are derecognised. A gain or
loss is recognised in profit or loss and is calculated as the difference between
(i) the aggregate of the fair value of the consideration received and the fair
value of any retained interest and (ii) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary attribute to the owners
of the Company. All amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for as if the Group had
directly disposed of the related assets or liabilities of the subsidiary (i.e.
reclassified to profit of loss or transferred to another category of equity as
specified/permitted by applicable HKFRSs). The fair value of any investment
retained in the former subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent accounting under
HKFRS 9/HKAS 39 or, when applicable, the cost on initial recognition of an
investment in an associate or a joint venture.

Business combinations

Acquisitions of business are accounted for using the acquisition method. The
consideration transferred in a business combination is measured at fair value,
which is calculated as the sum of the acquisition-date fair values of the assets
transferred by the Group, liabilities incurred by the Group to the former
owners of the acquiree and the equity interests issued by the Group in
exchange for control of the acquiree. Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets acquired and the liabilities
assumed are recognised at their fair value, except that:

o deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognised , and measured in
accordance with HKAS 12 “Income Taxes” and HKAS 19 “Employee
Benefits” respectively.

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the acquiree, and
the fair value of the acquirer's previously held equity interest in the acquiree
(if any) over the net amount of the identifiable assets acquired and the
liabilities assumed as at acquisition date. If, after reassessment, the net of the
acquisition- date amounts of the identifiable assets acquired and liabilities
assumed exceeds the sum of the consideration transferred, the amount of
any non-controlling interests in the acquiree and the fair value of the
acquirer’s previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership interests and entitle
their holders to a proportionate share of the relevant subsidiary’s net assets
in the event of liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised amounts of the acquiree’s
identifiable net assets or at fair value. The choice of measurement basis is
made on a transaction-by-transaction basis. Other types of non-controlling
interests are measured at fair value.
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3.

Significant Accounting Policies (Continued)

Revenue from contracts with customers (upon application
of HKFRS 15 in accordance with transitions in note 2)

Under HKFRS 15, the Group recognises revenue when (or as) a performance
obligation is satisfied, i.e. when “contro
the particular performance obligation is transferred to the customer.

I

of the goods or services underlying

A performance obligation represents a good or service (or a bundle of goods
or services) that is distinct or a series of distinct goods or services that are
substantially the same.

Control is transferred over time and revenue is recognised over time by
reference to the progress towards complete satisfaction of the relevant
performance obligation if one of the following criteria is met:

° the customer simultaneously receives and consumes the benefits
provided by the Group's performance as the Group performs;

° the Group’s performance creates and enhances an asset that the
customer controls as the Group performs; or

° the Group's performance does not create an asset with an alternative
use to the Group and the Group has an enforceable right to payment
for performance completed to date.

Otherwise, revenue is recognised at a point in time when the customer
obtains control of the distinct good or service.

A contract asset represents the Group's right to consideration in exchange
for goods or services that the Group has transferred to a customer that is not
yet unconditional. It is assessed for impairment in accordance with HKFRS 9.
In contrast, a receivable represents the Group’s unconditional right to
consideration, i.e. only the passage of time is required before payment of
that consideration is due.

A contract liability represents the Group's obligation to transfer goods or
services to a customer for which the Group has received consideration (or an
amount of consideration is due) from the customer.

A contract asset and a contract liability relating to the same contract are
accounted for and presented on a net basis.

Over time revenue recognition: measurement of progress towards
complete satisfaction of a performance obligation

The progress towards complete satisfaction of a performance obligation is
measured based on input method, which is to recognise revenue on the
basis of the Group's efforts or inputs to the satisfaction of a performance
obligation relative to the total expected inputs to the satisfaction of that
performance obligation, that best depict the Group’s performance in
transferring control of goods or services.
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Significant Accounting Policies (Continued)

Revenue recognition (prior to 1 January 2018)

Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated customer returns.

Revenue is recognised when the amount of revenue can be reliably
measured, when it is probable that future economic benefits will flow to the
Group and when specific criteria have been met for each of the Group's
activities, as described below.

Goods and interests
Revenue from the sale of goods is recognised when the goods are delivered
and titles have passed.

Interest income is accrued on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate
that exactly discounts the estimated future cash receipts through the
expected life of the financial asset to that asset’s net carrying amount on
initial recognition.

Investment properties
Investment properties are properties held to earn rentals and/or for capital
appreciation.

Investment properties are initially measured at cost, including any directly
attributable expenditure. Subsequent to initial recognition, investment
properties are stated at cost less subsequent accumulated depreciation and
any accumulated impairment losses. Depreciation is recognised so as to
write off the cost of investment properties over their estimated useful lives
and after taking into account of their estimated residual value, using the
straight-line method.

An investment property is derecognised upon disposal or when the
investment property is permanently withdrawn from use and no future
economic benefits are expected from its disposal. Any gain or loss arising on
derecognition of the property (calculated as the difference between the net
disposal proceeds and the carrying amount of the asset) is included in the
profit or loss in the period in which the property is derecognised.

Leases

Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the lessee. All
other leases are classified as operating leases.
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Significant Accounting Policies (Continued)

Leases (Continued)

The Group as lessee

Assets held under finance leases are recognised as assets of the Group at
their fair value at the inception of the lease or, if lower, at the present value of
the minimum lease payments. The corresponding liability to the lessor is
included in the consolidated statement of financial position as a finance
lease obligation.

Lease payments are apportioned between finance expenses and reduction
of the lease obligation so as to achieve a constant rate of interest on the
remaining balance of the liability. Finance expenses are recognised
immediately in profit or loss, unless they are directly attributable to qualifying
assets, in which case they are capitalised in accordance with the Group's
general policy on borrowing costs (see the accounting policy below).

Operating lease payments, including the cost of acquiring land held under
operating leases, are recognised as an expense on a straight-line basis over
the lease term.

Leasehold land and building

When the Group makes payments for a property interest which includes
both leasehold land and building elements, the Group assesses the
classification of each element as a finance or an operating lease separately
based on the assessment as to whether substantially all the risks and rewards
incidental to ownership of each element have been transferred to the Group,
unless it is clear that both elements are operating leases in which case the
entire property is accounted as an operating lease. Specifically, the entire
consideration (including any lump-sum upfront payments) are allocated
between the leasehold land and the building elements in proportion to the
relative fair values of the leasehold interests in the land element and building
element at initial recognition.

To the extent the allocation of the relevant payments can be made reliably,
interest in leasehold land that is accounted for as an operating lease is
presented as “prepaid lease payments” in the consolidated statement of
financial position and is amortised over the lease term on a straight-line basis.

Foreign currencies

In preparing the financial statements of each individual group entity,
transactions in currencies other than the functional currency of that entity
(foreign currencies) are recognised at the rates of exchanges prevailing on
the dates of the transactions. At the end of each reporting period, monetary
items denominated in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and on

the retranslation of monetary items, are recognised in profit or loss in the
period in which they arise.
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Significant Accounting Policies (Continued)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take a
substantial period of time to get ready for their intended use or sale, are
added to the cost of those assets until such time as the assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment of specific
borrowings pending their expenditure on qualifying assets is deducted from
the borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the period in
which they are incurred.

Government grants

Government grants are not recognised until there is reasonable assurance
that the Group will comply with the conditions attaching to them and that
the grants will be received.

Government grants are recognised in profit or loss on a systematic basis over
the periods in which the Group recognises as expenses the related costs for
which the grants are intended to compensate. Specifically, government
grants whose primary condition is that the Group should purchase, construct
or otherwise acquire non-current assets are recognised as deferred income
in the consolidated statement of financial position and transferred to profit
or loss on a systematic and rational basis over the useful lives of the related
assets.

Government grants that are receivable as compensation for expenses or
losses already incurred or for the purpose of giving immediate financial
support to the Group with no future related costs are recognised in profit or
loss in the period in which they become receivable.

Retirement benefit costs and termination benefits

Payments to defined contribution retirement benefit plans/state-managed
retirement benefit schemes/the Mandatory Provident Fund Scheme are
recognised as an expense when employees have rendered service entitling
them to the contributions.

A liability for a termination benefits is recognised at the earlier of when the

Group entity can no longer withdraw the offer of the termination benefit and
when it recognises any related restructuring cost.
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Significant Accounting Policies (Continued)

Short-term employee benefits

Short-term employee benefits are recognised at the undiscounted amount
of the benefits expected to be paid as and when employees rendered the
services. All short-term employee benefits are recognised as an expense
unless another HKFRS requires or permits the inclusion of the benefit in the
cost of an asset.

A liability is recognised for benefits accruing to employees (such as wages
and salaries, annual leave and sick leave) after deducting any amount already
paid.

Taxation
Income tax expense represents the sum of the tax currently payable and
deferred tax.

The tax currently payable is based on taxable profit for the year. Taxable
profit differs from ‘profit before tax’ as reported in the consolidated
statement of profit or loss and other comprehensive income because of
items of income or expense that are taxable or deductible in other years and
items that are never taxable or deductible. The Group's liability for current tax
is calculated using tax rates that have been enacted or substantively enacted
by the end of the reporting period.

Deferred tax is recognised on temporary differences between the carrying
amounts of assets and liabilities in the consolidated financial statements and
the corresponding tax basis used in the computation of taxable profit.
Deferred tax liabilities are generally recognised for all taxable temporary
differences. Deferred tax assets are generally recognised for all deductible
temporary difference to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences can be
utilised. Such deferred tax assets and liabilities are not recognised if the
temporary difference arises from the initial recognition (other than in a
business combination) of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit. In addition, deferred tax
liabilities are not recognised if the temporary difference arises from the initial
recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries, except where the Group is able
to control the reversal of the temporary difference and it is probable that the
temporary difference will not reverse in the foreseeable future. Deferred tax
assets arising from deductible temporary differences associated with such
investments are only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse in the foreseeable
future.
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Significant Accounting Policies (Continued)

Taxation (Continued)

The carrying amount of deferred tax assets is reviewed at the end of each
reporting period and reduced to the extent that it is no longer probable that
sufficient taxable profits will be available to allow all or part of the asset to be
recovered.

Deferred tax assets and liabilities are measured at the tax rates that are
expected to apply in the period in which the liability is settled or the asset is
realised, based on tax rate (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets reflects the tax
consequences that would follow from the manner in which the Group
expects, at the end of the reporting period, to recover or settle the carrying
amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable
right to set off current tax assets against current tax liabilities and when they
relate to income taxes levied by the same taxation authority and the Group
intends to settle its current tax assets and liabilities on a net basis.

Current and deferred tax are recognised in profit or loss, except when they
relate to items that are recognised in other comprehensive income or
directly in equity, in which case, the current and deferred tax are also
recognised in other comprehensive income or directly in equity respectively.
Where current tax or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the accounting for the
business combination.

Property, plant and equipment

Property, plant and equipment including buildings held for use in the
production or supply of goods or services, or for administrative purposes
(other than construction in progress as described below) are stated in the
consolidated statement of financial position at cost less subsequent
accumulated depreciation and subsequent accumulated impairment losses,
if any.

Construction in progress for production, supply or administrative purposes
are carried at cost, less any recognised impairment loss. Costs include
professional fees and, for qualifying assets, borrowing costs capitalised in
accordance with the Group’s accounting policy. Such properties are classified
to the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets, on the
same basis as other property assets, commences when the assets are ready
for their intended use.
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3.

Significant Accounting Policies (Continued)

Property, plant and equipment (Continued)

Depreciation is recognised so as to write off the cost of property, plant and
equipment (other than construction in progress) less their residual values
over their estimated useful lives, using the straight-line method. The
estimated useful lives and depreciation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate accounted
for on a prospective basis.

Assets held under finance leases are depreciated over their expected useful
lives on the same basis as owned assets. However, when there is no
reasonable certainty that ownership will be obtained by the end of the lease
term, assets are depreciated over the shorter of the lease term and their
useful lives.

An item of property, plant and equipment is derecognised upon disposal or
when no future economic benefits are expected to arise from the continued
use of the asset. Any gain or loss arising on the disposal or retirement of an
item of property, plant and equipment is determined as the difference
between the sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Intangible assets

Internally-generated intangible assets — research and development
expenditure

Expenditure on research activities is recognised as an expense in the period
in which it is incurred.

An internally-generated intangible asset arising from development activities
(or from the development phase of an internal project) is recognised if, and
only if, all of the following have been demonstrated:

° the technical feasibility of completing the intangible asset so that it
will be available for use or sale;

° the intention to complete the intangible asset and use or sell it;

° the ability to use or sell the intangible asset;

° how the intangible asset will generate probable future economic
benefits;

° the availability of adequate technical, financial and other resources to

complete the development and to use or sell the intangible asset; and

° the ability to measure reliably the expenditure attributable to the
intangible asset during its development.
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3.

Significant Accounting Policies (Continued)

Intangible assets (Continued)

Internally-generated intangible assets — research and development

expenditure (Continued)

The amount initially recognised for internally-generated intangible asset is
the sum of the expenditure incurred from the date when the intangible asset
first meets the recognition criteria listed above. Where no internally-
generated intangible asset can be recognised, development expenditure is
recognised in profit or loss in the period in which it is incurred.

Subsequent to initial recognition, internally-generated intangible assets are
reported at cost less accumulated amortisation and accumulated impairment
losses (if any), on the same basis as intangible assets that are acquired
separately.

An intangible asset is derecognised on disposal, or when no future economic
benefits are expected from use or disposal. Gains and losses arising from
derecognition of an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the assets, are
recognised in profit or loss when the asset is derecognised.

Impairment on tangible and intangible assets

At the end of the reporting period, the Group reviews the carrying amounts
of its tangible and intangible assets with finite useful lives to determine
whether there is any indication that those assets have suffered an
impairment loss. If any such indication exists, the recoverable amount of the
relevant asset is estimated in order to determine the extent of the
impairment loss, (if any).

The recoverable amount of tangible and intangible assets are estimated
individually, when it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or otherwise they are allocated
to the smallest group of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal and value
in use. In assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and the risks specific
to the asset or a cash-generating unit for which the estimates of future cash
flows have not been adjusted.
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3.

Significant Accounting Policies (Continued)

Impairment on tangible and intangible assets (Continued)

If the recoverable amount of an asset (or a cash-generating unit) is estimated
to be less than its carrying amount, the carrying amount of the asset (or a
cash-generating unit) is reduced to its recoverable amount. In allocating the
impairment loss, the impairment loss is allocated first to reduce the carrying
amount of any goodwill (if applicable) and then to the other assets on a pro-
rata basis based on the carrying amount of each asset in the unit. The
carrying amount of an asset is not reduced below the highest of its fair value
less costs of disposal (if measureable), its value in use (if determinable) and
zero. The amount of the impairment loss that would otherwise have been
allocated to the asset is allocated pro rata to the other assets of the unit. An
impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying amount of the
asset (or a cash generating unit) is increased to the revised estimate of its
recoverable amount, but so that the increased carrying amount does not
exceed the carrying amount that would have been determined had no
impairment loss been recognised for the asset (or a cash generating unit) in
prior years. A reversal of an impairment loss is recognised immediately in
profit or loss.

Inventories

Inventories are stated at the lower of cost and net realisable value. Cost of
inventories are determined on a weighted average method. Net realisable
value represents the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

Financial instruments
Financial assets and financial liabilities are recognised when a group entity
becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value
except for trade receivables arising from contracts with customers which are
initially measured in accordance with HKFRS 15 since 1 January 2018.
Transaction costs that are directly attributable to the acquisition or issue of
financial assets and financial liabilities (other than financial assets at fair value
through profit or loss) are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.

The effective interest method is a method of calculating the amortised cost
of a financial asset or financial liability and of allocating interest income and
interest expense over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts and payments
(including all fees and points paid or received that form an integral part of
the effective interest rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying amount on initial
recognition.
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets

Classification and subsequent measurement of financial assets (upon application
of HKFRS 9 in accordance with transitions in note 2)

Financial assets that meet the following conditions are subsequently
measured at amortised cost:

° the financial asset is held within a business model whose objective is
to collect contractual cash flows; and

° the contractual terms give rise on specified dates to cash flows that
are solely payments of principal and interest on the principal amount
outstanding.

In addition, the Group may irrevocably designate a financial asset that are
required to be measured at the amortised cost if doing so eliminates or
significantly reduces an accounting mismatch.

Amortised cost and interest income

Interest income is recognised using the effective interest method for financial
assets measured subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate to the gross carrying
amount of a financial asset, except for financial assets that have subsequently
become credit-impaired (see below). For financial assets that have
subsequently become credit-impaired, interest income is recognised by
applying the effective interest rate to the amortised cost of the financial asset
from the next reporting period. If the credit risk on the credit-impaired
financial instrument improves so that the financial asset is no longer credit-
impaired, interest income is recognised by applying the effective interest rate
to the gross carrying amount of the financial asset from the beginning of the
reporting period following the determination that the asset is no longer
credit impaired.

Impairment of financial assets (upon application HKFRS 9 with transitions in
accordance with note 2)

The Group recognises a loss allowance for ECL on financial assets which are
subject to impairment under HKFRS 9 (including trade and other receivables,
pledged bank deposits and bank balance). The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all possible default
events over the expected life of the relevant instrument. In contrast,
12-month ECL (“12m ECL") represents the portion of lifetime ECL that is
expected to result from default events that are possible within 12 months
after the reporting date. Assessment are done based on the Group's historical
credit loss experience, adjusted for factors that are specific to the debtors,
general economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of future conditions.
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in
accordance with note 2) (Continued)

The Group always recognises lifetime ECL for contract assets and trade
receivables. Customers are assessed for ECL categorising into receivables
fully backed by bank bills and not backed by bank bills. The ECL on contract
assets and trade receivables not backed by bank bills are assessed
individually for debtors and contract assets with significant balances and/or
collectively using a provision matrix with appropriate groupings based
primarily on the debtors’ ageing profiles. The ECL for debtors with trade
receivables backed by bank bills are assessed individually taking into
consideration of credit rating and reputation of the banks issuing the bills.

For all other instruments, the Group measures the loss allowance equal to
12m ECL, unless when there has been a significant increase in credit risk
since initial recognition, the Group recognises lifetime ECL. The assessment
of whether lifetime ECL should be recognised is based on significant
increases in the likelihood or risk of a default occurring since initial
recognition.

(i) Significant increase in credit risk

In assessing whether the credit risk has increased significantly since
initial recognition, the Group compares the risk of a default occurring
on the financial instrument as at the reporting date with the risk of a
default occurring on the financial instrument as at the date of initial
recognition. In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable and
supportable, including historical experience and forward-looking
information that is available without undue cost or effort.

In particular, the following information is taken into account when
assessing whether credit risk has increased significantly:

° an actual or expected significant deterioration in the financial
instrument’s external (if available) or internal credit rating;

° significant deterioration in external market indicators of credit
risk, e.g. a significant increase in the credit spread, the credit
default swap prices for the debtor;

° existing or forecast adverse changes in business, financial or
economic conditions that are expected to cause a significant

decrease in the debtor’s ability to meet its debt obligations;

. an actual or expected significant deterioration in the operating
results of the debtor;
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Significant Accounting Policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in

accordance with note 2) (Continued)

(i

(if)

(iif)

Significant increase in credit risk (Continued)

° an actual or expected significant adverse change in the
regulatory, economic, or technological environment of the
debtor that results in a significant decrease in the debtor’s
ability to meet its debt obligations.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk has increased significantly since initial
recognition when contractual payments are more than 90 days past
due, unless the Group has reasonable and supportable information
that demonstrates otherwise.

The Group regularly monitors the effectiveness of the criteria used to
identify whether there has been a significant increase in credit risk and
revises them as appropriate to ensure that the criteria are capable of
identifying significant increase in credit risk before the amount
becomes past due.

Definition of default

For internal credit risk management, the Group considers an event of
default occurs when information developed internally or obtained
from external sources indicates that the debtor is unlikely to pay its
creditors, including the Group, in full (without taking into account any
collaterals held by the Group).

Irrespective of the above, the Group considers that default has
occurred when a financial asset is more than 90 days past due unless
the Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more appropriate.

Credit-impaired financial assets

A financial asset is credit-impaired when one or more events of default
that have a detrimental impact on the estimated future cash flows of
that financial asset have occurred. Evidence that a financial asset is
credit-impaired includes observable data about the following events:

(@)  significant financial difficulty of the issuer or the borrower;

(b)  abreach of contract, such as a default or past due event;

(0 the lender(s) of the borrower, for economic or contractual
reasons relating to the borrower’s financial difficulty, having

granted to the borrower a concession(s) that the lender(s)
would not otherwise consider;
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in
accordance with note 2) (Continued)

(i)

(iv)

Credit-impaired financial assets (Continued)
(d) itis becoming probable that the borrower will enter bankruptcy
or other financial reorganisation; or

(e)  the disappearance of an active market for that financial asset
because of financial difficulties.

Write-off policy

The Group writes off a financial asset when there is information
indicating that the counterparty is in severe financial difficulty and
there is no realistic prospect of recovery, for example, when the
counterparty has been placed under liquidation or has entered into
bankruptcy proceedings, or in the case of trade receivables, when the
amounts are over two years past due, whichever occurs sooner.
Financial assets written off may still be subject to enforcement
activities under the Group's recovery procedures, taking into account
legal advice where appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in profit or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability of default, loss
given default (i.e. the magnitude of the loss if there is a default) and
the exposure at default. The assessment of the probability of default
and loss given default is based on historical data adjusted by forward-
looking information. Estimation of ECL reflects an unbiased and
probability-weighted amount that is determined with the respective
risks of default occurring as the weights.

Generally, the ECL is the difference between all contractual cash flows
that are due to the Group in accordance with the contract and the
cash flows that the Group expects to receive, discounted at the
effective interest rate determined at initial recognition.

Where ECL is measured on a collective basis or cater for cases where
evidence at the individual instrument level may not yet be available,
the financial instruments are grouped on the below basis:

. Nature of financial instruments;

° Ageing status;

° Nature, size and industry of debtors; and

. External credit ratings where available.
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9 with transitions in

accordance with note 2) (Continued)

(v)  Measurement and recognition of ECL (Continued)
The grouping is regularly reviewed by management to ensure the
constituents of each group continue to share similar credit risk
characteristics.

Interest income is calculated based on the gross carrying amount of
the financial asset unless the financial asset is credit impaired, in which
case interest income is calculated based on amortised cost of the
financial asset.

The Group recognises an impairment gain or loss in profit or loss for
all financial instruments by adjusting their carrying amount, with the
exception of trade receivables and contract assets where the
corresponding adjustment is recognised through a loss allowance
account.

Classification and subsequent measurement of financial assets (before
application of HKFRS 9 on 1 January 2018)

Financial assets are classified into loans and receivables. The classification
depends on the nature and purpose of the financial assets and is determined
at the time of initial recognition. All regular way purchases or sales of financial
assets are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or
convention in the marketplace.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or
determinable payments that are not quoted in an active market. Subsequent
to initial recognition, loans and receivables (including trade and other
receivables, pledged bank deposits and bank balance) are measured at
amortised cost using the effective interest method, less any impairment.

Interest income is recognised by applying the effective interest rate, except
for short-term receivables where the recognition of interest would be
immaterial.
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Significant Accounting Policies (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (before application of HKFRS 9 on 1 January 2018)

Financial assets are assessed for indicators of impairment at the end of the
reporting period. Financial assets are considered to be impaired where there
is objective evidence that, as a result of one or more events that occurred
after the initial recognition of the financial asset, the estimated future cash
flows of the financial assets have been affected.

Objective evidence of impairment could include:
° significant financial difficulty of the issuer or counterparty; or

o breach of contract, such as default or delinquency in interest and
principal payments; or

° it becoming probable that the borrower will enter bankruptcy or
financial re-organisation.

Objective evidence of impairment for a portfolio of receivables could include
the Group's past experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the average credit period
of 30 to 120 days, observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the impairment
loss recognised is the difference between the asset’s carrying amount and
the present value of the estimated future cash flows discounted at the
financial asset’s original effective interest rate.

The carrying amount of the financial asset is reduced by the impairment loss
directly for all financial assets with the exception of trade receivables, where
the carrying amount is reduced through the use of an allowance account.
Changes in the carrying amount of the allowance account are recognised in
profit or loss. When a trade receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

If, in a subsequent period, the amount of impairment loss decreases and the
decrease can be related objectively to an event occurring after the
impairment was recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed does not exceed what the
amortised cost would have been had the impairment not been recognised.
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3. Significant Accounting Policies (Continued)
Financial instruments (Continued)
Financial assets (Continued)
Derecognition of financial assets
The Group derecognises a financial asset only when the contractual rights to
the cash flows from the asset expire, or when it transfers the financial asset
and substantially all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the transferred
asset, the Group recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Group retains
substantially all the risks and rewards of ownership of a transferred financial
asset, the Group continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.
On derecognition of a financial asset measured at amortised cost, the
difference between the asset’s carrying amount and the sum of the
consideration received and receivable is recognised in profit or loss.
Financial liabilities and equity instruments
Classification as debt or equity
Debt and equity instruments issued by a group entity are classified as either
financial liabilities or as equity in accordance with the substance of the
contractual arrangements and the definitions of a financial liability and an
equity instrument.
Equity instruments
An equity instrument is any contract that evidences a residual interest in the
assets of an entity after deducting all of its liabilities. Equity instruments
issued by the Company are recognised at the proceeds received, net of
direct issue costs.
Financial liabilities
All financial liabilities (including trade and other payables, amounts due to
directors and bank and other borrowings) are subsequently measured at
amortised cost using the effective interest method.
Derecognition of financial liabilities
The Group derecognises financial liabilities when, and only when, the
Group's obligations are discharged, cancelled or have expired. The difference
between the carrying amount of the financial liability derecognised and the
consideration paid and payable is recognised in profit or loss.
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4,

Key Sources of Estimation Uncertainty

In the application of the Group's accounting policies, which are described in
note 3, the directors of the Company are required to make judgements,
estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results may differ from these
estimates.

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

The following are the key assumptions concerning the future, and other key
sources of estimation uncertainty at the end of the reporting period, that
have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year.

Provision of ECL for trade receivables and contract assets

The Group uses provision matrix to calculate ECL for the trade receivables
not backed by bank bills and contract assets, which is assessed individually
for each significant trade debtors and contract assets and collectively for
others by grouping of various trade debtors and contract assets that have
similar loss patterns as reflected in the ageing profiles.

The provision rates applied in the provision matrix is estimated based on the
historical observed default rates of the debtors taking into consideration
forward-looking information that is reasonable and supportable available
without undue costs or effort. At the end of each reporting period, the
historical observed default rates are reassessed and updated if required after
considering the forward-looking information that available to the directors of
the Company. The contract assets relate to unbilled work in progress and
have substantially the same risk characteristics as the trade receivables not
backed by bank bills for the same types of contracts. The Group has therefore
estimated the expected loss rates for the trade receivables not backed by
bank bills and the contract assets on the same basis. In determining the
impairment allowance, the directors of the Company also consider the credit
enhancement under insurance coverage.

The provision of ECL is sensitive to changes in estimates. The information

about the ECL and the Group's trade receivables and contract assets are
disclosed in note 38.
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Key Sources of Estimation Uncertainty (Continued)

Useful lives of property, plant and equipment

In applying the accounting policy on property, plant and equipment with
respect to depreciation, management estimates the useful lives of various
categories of property, plant and equipment according to the industrial
experiences over the usage of property, plant and equipment and also by
reference to the relevant industrial norm. If the actual or expected useful lives
of property, plant and equipment is less than the original estimate useful
lives or revision of estimated useful lives due to changes in commercial and
technological environment, such difference will impact the depreciation
charge for the remaining period. At 31 December 2018, the carrying amounts
of property, plant and equipment was RMB891,169,000 (2017:
RMB892,353,000).

Revenue

For the year ended 31 December 2018

Disaggregation of revenue from contracts with customers

AT TABEZENEERR (@)

W - BERR BT ERFH
RERABEYE - BB KR EITEN ST BURE
EERENREYE  BERIERENITELRIT
2EBBEITERB LG SEDE - BEREED
AEATH - MYE  BERIENERAIFERE
Hi - AR R TR B R A DR R A G ETH
AEATH  BEEESTENG NHENITER
X -RTE-—NFE+-A=1+—0 V% BEK
RENEREEEAARE91,169000 (T —+H4%F :
AR #892,3530007T) °

WA

ﬁ:l:— =<
(a) REFEFEHNBADH

—NF+ZA=+—-HLEFE

Corrugated
medium Paper-based
paper packaging Total
FAB A EHa%R #Et
RMB’000 RMB’000 RMB’000
AR®T T AR®T T AR%T T
Types of goods or service B m= AR A
Sales of corrugated medium HE RBSRER
paper products
Corrugated medium paper AA grade  AA AR FLEB RS 4R 1,842,803 - 1,842,803
Sales of paper-based packaging products 56 4% %16 2 &
Brown Box IBE & AR AE - 627,663 627,663
Honeycomb Paper BEAE M - 228,385 228,385
Color Box ¥ EHAE - 149,165 149,165
- 1,005,213 1,005,213
Total Bt 1,842,803 1,005,213 2,848,016
Timing of revenue recognition L ON A s
A point in time — (& B e 2h 1,842,803 - 1,842,803
Over time —RBRINER - 1,005,213 1,005,213
1,842,803 1,005,213 2,848,016
Set out below is the reconciliation of the revenue from contracts with LATRF AR RS R AR A RS EE L

customers with the amounts disclosed in the segment information.

Annual Report 2018
ZE-N\FFR

156

RIRENERNER o



Notes to the Consolidated Financial Statements

—_
N

B 5 R P o

For the year ended 31 December 2018

HE—

ZT—/\%Ft+=H

=t+—HIFE

5. Revenue (Continued)

For the year ended 31 December 2018 (Continued)
Disaggregation of revenue from contracts with customers
(Continued)

(a)

(b)

5.

WA
S

E-NF+-A=+—HLEFE®

(@) REFFENHWRADH(E)

Adjustment

Segment and
revenue elimination Consolidated
2EBA AERIEH RE
RMB’000 RMB’000 RMB’000
ARBT T AR®T T ARBT T

Sales of corrugated medium HE RS S HKEMR

paper products 1,999,169 (156,366) 1,842,803
Sales of paper-based packaging products — #E 4% 246 4 2 @ 1,005,213 - 1,005,213
Revenue from contracts with customers 3R B & F & #E IR A 3,004,382 (156,366) 2,848,016

Performance obligations for contracts with customers

(1)

)

Sales of corrugated medium paper (revenue recognised at a point
in time)

For sales of corrugated medium paper products, revenue is
recognised when control of goods has transferred, being when
the goods have been shipped to the customer’s specific
location. The normal credit term is 30 days.

The Group requires certain customers to provide deposits.
When the Group receives a deposit before delivery of goods,
this will give rise to contract liabilities at the start of a contract,
until the revenue recognised on the specific contract exceeds
the amount of the deposit.

Sales of paper-based packaging (revenue recognised over time)

The Group's contracts with customers for the manufacture and
sale of paper-based packaging products are tailor-made based
on customers’ specification with no alternative use to the
Group. Taking into account the contract terms, the legal and
regulatory environment in PRC, some of the contracts provide
the Group enforceable right to payment for performance
completed to date and revenue is recognised over time based
on the stage of completion of the contract using input method.

Please refer to note 23 for the detail on recognition of contract
assets.
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Revenue (Continued)

For the year ended 31 December 2018 (Continued)

(c) Transaction price allocated to the remaining performance
obligation for contracts with customers
The performance obligation under the contract for the sales of
corrugated medium paper and paper-based packaging products has
original expected duration of less than one year and as permitted
under HKFRS 15, the transaction price allocated to these unsatisfied
contract is not disclosed.

For the year ended 31 December 2017
Revenue represents the net amounts received and receivable for goods sold,
net of discounts and sales related taxes.

Segment Information
The Group is principally engaged in supply of corrugated medium paper and
paper-based packaging products.

The Group determines its operating segments based on internal reports
about components of the Group that are regularly reviewed by the chief
operating decision maker (i.e. the executive directors of the Company) in
order to allocate resources to the segment and to assess its performance.

The Group is organised into business units based on their products, based on
which information is prepared and reported to the Group's chief operating
decision maker for the purposes of resource allocation and assessment of
performance. The Group's reportable segments under HKFRS 8 are identified
as two main operations:

1. Corrugated medium paper: this segment produces and sells
corrugated medium paper.

2. Paper-based packaging: this segment produces and sells paper-based
packaging products.
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6.

Segment Information (Continued)

Segment revenue and results

The following is an analysis of the Group’s revenue and results by
reportable and operating segment.

(a)

For the year ended 31 December 2018

6. TEER

(a) ZHBAKRRE
REBERATRHELELEDEE D OKRARE

BT °

BE-Z2-\F+-A=t—-RLEFE

Corrugated
medium Paper-based
paper packaging Total
RS H HREHE st
RMB’000 RMB’000 RMB’000
ARET ARET T AR¥T T
REVENUE PN
External sales HNEBEHE 1,842,803 1,005,213 2,848,016
Inter-segment sales D EBEHE 156,366 - 156,366
Segment revenue D EPUA 1,999,169 1,005,213 3,004,382
Eliminations K 5 (156,366)
Group revenue SEIA 2,848,016
Segment profit b2yl 92,323 62,237 154,560
Eliminations K 54 1,277
155,837
Unallocated corporate expenses, net AOB RS FEE (1,823)
Profit before tax R 35 Al A 154,014
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Segment Information (Continued)

Segment revenue and results (Continued)
Other segment information included in the measurement of segment

results:

6.

Notes to the Consolidated Financial Statements
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BB

(a) ZEWARFEA(
%b’”‘*ﬂ%iﬁzqu%fE‘Jﬁﬁﬂ"*Bﬁ?H

Corrugated
medium Paper-based
paper packaging Total
RS H HREHE st
RMB’000 RMB’000 RMB’000
ARET ARET T AR¥T T
Depreciation e 52,673 23,312 75,985
Amortisation By 4,922 166 5,088
Less: Amount capitalised in inventories  J& : FF & BN S 58 (42,503) - (42,503)
Less: Amount recognised in cost of sales J& : DR Z HEK AL - (17,789) (17,789)
Total depreciation and amortisation WrE LA 15,092 5,689 20,781
Impairment losses recognised EHERE S REMEYK
on trade and other receivables SIERE - 350 350
For the year ended 31 December 2017 HE_Z—tF+-_A=1+—"HIFE
Corrugated
medium Paper-based
paper packaging Total
FLAB 4 e B #Et
RMB'000 RMB'000 RMB'000
ARBETTT AR¥ETFTT ARET T
REVENUE WA
External sales INERSHE 1,491,257 922,870 2,414,127
Inter-segment sales D EHE 152,282 - 152,282
Segment revenue D EBUA 1,643,539 922,870 2,566,409
Eliminations A (152,282)
Group revenue ESETNON 2,414,127
Segment profit 7 &P F1 190,777 54,480 245,257
Eliminations H 5 (1816)
243,441
Unallocated corporate expenses, net K7D B (2R F58 (602)
Profit before tax BR AT 242,839
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6. Segment Information (Continued)

6.

2B )

(a) Segment revenue and results (Continued) (@) DIUWMARELE(
Other segment information included in the measurement of segment TEF/‘*B¥ZEZE+§E‘Jﬁﬁﬂ"-‘ﬁé{ﬂ
results:
Corrugated
medium Paper-based
paper packaging Total
FUES AR BB HeET
RMB’000 RMB'000 RMB'000
ARBTT AREBTT AREBT T
Depreciation e 51,800 25,386 77,186
Amortisation By 4922 166 5,088
Less: Amount capitalised B ARNMEeE (44,286) (19,362) (63,648)
Total depreciation and amortisation WrE LA 12,436 6,190 18,626
Impairment losses recognised on trade WA 5 & E fh fE UL
and other receivables SIERE 163 1,848 2,011
The accounting policies of the reporting and operating segments are EESEM G ECREM A M AL EE
the same as the Group’s accounting policies described in note 3. FTEREEARR - D HEEES D BHRIA &
Segment result represented the profit earned by each segment - RMBRZEREEER - |RITFERA
without allocation of legal and professional fee, bank interest income AR H A WA R o
and other corporate income and expenses.
No reconciliation of reportable and operating segment revenues is 5 7] B ¥ o> BR A 42 Hﬁl)\(%‘”ﬁ?’\‘ﬂﬁﬁ”ﬁ)\) Bl
provided as the total revenues for reportable and operating segments AEBHUAFER - IR AT B3R 30
excluded inter-segment revenue is the same as the Group's revenue. A KIEIBR ©
(b) Information about products (b) EEERER
The following is analysis of the Group's revenue from its major YN AEEEZERBADT :
products:
2018 2017
—ZE-N\F —E—+F
RMB’000 RMB'000
ARBT T ARBT T
Corrugated medium paper AA grade AA AR FLAB AR 1,842,803 1,490,810
Corrugated medium paper C grade CARFB AR - 447
Brown Box UnoE & 4R 627,663 461,603
Color Box PA=L v 149,165 239,386
Honeycomb Paper B E RS 228,385 221,881
2,848,016 2,414,127
(c) Geographicinformation () HEER
The Group's operations are all located in the PRC. AEEREEHURFE -
161 Zhengye International Holdings Company Limited
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6. Segment Information (Continued) 6. DEER®
(d) Information about major customers (d BHEETEEFMWER
Revenue from customers of the corresponding years over 10% of the HEEENX AR ERIHU AL ANE B 42
total revenue of the Group is as follows: W AL 10%ELAT ¢
2018 2017
—ZE2-N\F —E—+F
RMB’000 RMB'000
AR®T T ARBT T
Customer A! RER 376,038 367,583
! Revenue from paper-based packaging. g REBERBFEOHRA -
(e) Segment assets and liabilities (e) AHEERERE
Information of the reporting and operating segments of the Group HEZLEBRREEERSERKRRT 2
reported to the chief operating decision maker for the purposes of ARAEEEEDHERTESATFNEE
resource allocation and performance assessment does not include any FaE Bt WEZISHEERARE -
assets and liabilities. Accordingly, no segment assets and liabilities are
presented.
7. OtherIncome 7. HfulgA
2018 2017
—ZE-—N\F —T—tF
RMB’000 RMB'000
ARET R ARBT T
Interest income A B U A 2,388 2,163
Management fee income ERBWA 149 183
Sales of scrap materials HERER 548 675
Government grants related to income (note) B B A R ER AT 8 G (B 5E) 3,962 15,730
Government grants amortised from deferred income  F 3 £ U5 A 26 % HO IR #83 B (PI9EE33)

(note 33) 2,138 1,461
Sundry income IR A 250 382
Total #st 9,435 20,594
Note: Government grants received by the Group’s PRC subsidiaries as financial incentives B E © ANERE R AR B AR S H B BB A )UK B & BT R A

for local economic and environmental development contributions. No other FIRBEH R R BRI BT RS o LI B EET
conditions are attached to the financial incentives. Bt A0 1] L Ath {45 ©
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8.

Impairment Losses, Net of Reversal and Other Gains 8. BESEREFEREMUZRERSR

and Losses
Impairment losses, net of reversal BB R RO FE
2018 2017
—Z2-N\F —E=—+F
RMB’000 RMB'000
AR®T T ARBT T
Impairment losses recognised on trade BHERE 5 & E A W RIE 2 REEE
and other receivables (350) (2,011)
Other gains and losses Hihhzm R &8
2018 2017
—B-N\F —E—F
RMB’000 RMB'000
ARET R ARETTT
Exchange (loss) gain, net b 3, (5 18) Yz /558 (1,594) 1,117
Loss on disposals of property, plant and equipment, net [H &3 « E MR EE 1B F58 (248) (495)
Loss on disposal of investment property HEREMERE - (471)
(1,842) 151
Finance Costs 9. HMERAL
2018 2017
—Z2-N\F —E=—+tF
RMB’000 RMB'000
ARBT T ARBT T
Interest on: LATIEE®MFIE
Bank borrowings RITER 41,142 38,533
Other borrowings HAbER 4,675 5,793
Finance lease BERE 478 500
46,295 44,826
163 Zhengye International Holdings Company Limited
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10. Income Tax Expense 10. FRSHIRAX

2018 2017
—Z2-N\F —E=—+F
RMB’000 RMB'000
AR®T T ARBT T

PRC Enterprise Income Tax: FREl{EFTISHY
Current tax BN HATIE 18,126 25,868
Under (over) provision in prior years ARTFER R GRE) s 914 (289)
19,040 25,579
Withholding Tax TEHFTIS TR 7,542 774
Deferred tax (note 30): IRAEFLIE (T EE30) - (3,281) B
23,301 29,597

On 21 March 2018, the Hong Kong Legislative Council passed The Inland
Revenue (Amendment) (No. 7) Bill 2017 (“the “Bill") which introduces the
two-tiered profit tax rates regime. The Bill was signed into law on 28 March
2018 and was gazetted on the following day. Under the two-tiered profit tax
rates regime, the first Hong Kong dollars (“HKS$") 2 million of profits of the
qualifying group entity will be taxed at 8.25%, and profit above HK$2 million
will be taxed at 16.5%. The profit of the Group entities not qualifying for the
two-tiered profit tax rates regime will continue to be taxed at a flat rate of
16.5%.

Accordingly, stating from the current year, the Hong Kong profit tax is
calculated at 8.25% on the first HK$2 million of the estimated assessable
profits and at 16.5% on the estimated assessable profit above HKS 2 million.

No provision for Hong Kong Profits Tax has been made as the Group has no
assessable profits for both year.

Under the Law of The People’s Republic of China on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate of
the PRC subsidiaries is 25% from 1 January 2008 onwards. Certain PRC
subsidiaries approved as advanced-technology enterprises by the relevant
government authorities are subject to a preferential rate of 15%. During the
year, a subsidiary was awarded the Advanced-technology Enterprise
Certificate and is eligible for tax concession of 15% up to year 2020.
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10.

Income Tax Expense (Continued)

10. FREHBAX (#)

The tax charge for the year can be reconciled to the profit before tax per the AREEHERSYHEABERHEMEZERERA
consolidated statement of profit or loss and other comprehensive income as MR EDE A H S BRN TS -
follows:
2018 2017
—E-N\F —T—+F
RMB’000 RMB'000

AR¥TR AR¥ETT

Profit before tax R 354 Al i A 154,014 242,839
PRC Enterprise Income Tax at 25% AR S FTIS BT 25% 38,504 60,710
Tax effect of income tax credit granted to subsidiaries  [A] B A R H B9 FF 28 B AR PR 55 I 2 /Y

for research and development costs METE (17,168) (6,032)
Tax effect of expenses not deductible for tax purpose  FAFLIE T 5 -~ Al FO 5L B ST O FR A P 28 3,306 4,926
Effect of tax exemption on concessionary rates granted & T %A & %1 P B [ B A R ER B =T R 1Y

to the PRC subsidiaries METE (4,740) (11,551)

Tax effect of deductible temporary difference

AERAHBEREER BB E

not recognised - 1,516
Recognition and utilisation of deductible temporary B S BT AR AE R 2 B TS 5 18 BT F00R B A 1
difference previously not recognised =R (4,366) (1,747)
Utilisation of tax losses previously not recognised R Se R AR R IEE (422) (23,936)
Under (over) provision in respect of prior years RAREEBRETC(BE) 914 (289)
Decrease in opening deferred tax assets resulting from B3 7% & T~ B& & By i) 2R )R FE 5 18
an decrease in applicable tax rate EERD 773 -
Withholding tax on undistributed profits of the PRC R BB A BN B] 99 R s A A FE 0B
subsidiaries (note) (=) 6,500 6,000
Tax charge for the year AREEHBERY 23,301 29,597
Note: In accordance with the PRC tax circular (Guoshuihan [2008] 112) effective from 1 Mizk : REBR-_ZEZENF—A—BLERHF @bﬁ%ﬁu(l
January 2008, the PRC withholding income tax at the rate of 10% is applicable to T ek [2008) % 11258 ) - B K R 10% 8 F BEFEHIFT 1S
dividends to “non-resident” investors who do not have an establishment or place of HAREMEBER] (HERBL &R I%%“X%L
business in the PRC. The withholding income tax represents the withholding income WEIREENRE - ZEBERARARNTBENE
tax provided on the profits arisen during the year ended 31 December 2018 of the RABEZZ—N\F+-_A=+—RBILFEMEER
PRC subsidiaries of the Company which was available for distribution amounting to FmBEENENAESR EHSIREARE
RMB65,000,000 (2017: RMB60,000,000). 65,000,000 7 (ZFE—+4%F : AR¥60,0000007T) °
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For the year ended 31 December 2018
HE-_T—\F+-_A=+—HULHFE

11.

Profit for The Year

Profit before tax for the year has been arrived at after charging (crediting):

1. XEE
RAEERF AR FIE R (5FA) THI818 -

2018 2017
—E-N\E —E—+F
RMB’000 RMB'000
AR®T T ARBT T

Depreciation of property, plant and equipment Y - BREMEETE 75,985 76,780
Depreciation of an investment property REMETE - 406
Amortisation of other intangible assets Efthfm & E i 368 368
Amortisation of prepaid lease payments TR HHERIEE 4,720 4,720
Less: Amount capitalised in inventories B FEMENME e (42,503) (63,648)
Less: Amount recognised in cost of sales B BERZIHEKRA ST (17,789) N/A 73 FB
Total depreciation and amortisation W& M BE 20,781 18,626
Auditor’s remuneration 1% AN B & 1,714 2,056
Cost of inventories recognised as expense BRI EFKA 2,197,435 1,882,634
Operating lease rental in respect of UTEEHNKEHERS

— rented factory and office premises — EBHANERERFAEYE 20,011 18,634

— rented vehicles — EHARER 1,812 604
Less: Amount capitalised in inventories B FEMENME e (1,515) (11,870)
Less: Amount recognised in cost of sales B BERZIHEKRA ST (11,380) N/A 73 B
Total operating lease rental KEHEH SR 8,928 7,368
Staff costs BIKA

— directors’ and chief executive’s emoluments — B RITBBHME (FisE12)

(note 12) 7,642 6,403

— salaries and other benefits costs — e REMBAIKA 233,353 225,649

— retirement benefits scheme contribution — RIRREFE B R 20,927 22,542
Less: Amount capitalised in inventories B FENEN e (45,259) (130,631)
Less: Amount recognised in cost of sales B BERZHEKN AR (82,763) N/A 73 FB
Total staff costs BIKALERE 133,900 123,963
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NN Ead

For the year ended 31 December 2018
BE-Z— ) \F+=-A=1+—HLEFE

12. Directors’ and Chief Executive’s Emoluments

The emoluments paid or payable to each of the 7 (2017: 7) directors and the

12. EERTHEATNES
ENSENLtEER(ZE—+F  +8) RAK

chief executive were as follows: BEREET
Retirement
Performance benefits
related scheme
Fee Salary bonus contributions Total
EBIRER
we e RERS sHEIHR #st
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
AR®BTR AR®Tr AR%®Tn AR¥TR AR®Tx
For the year ended BE-Z2—N\f
31 December 2018 +=A=+—H
IEFE
Executive directors HITES
— Hu Zheng — BAIE - 2,500 - 14 2,514
— Hu Hanchao — tB=EE - 2,200 - - 2,200
— Hu Hancheng — HERR - 2,200 - 27 2,227
Non-executive director EHITES
— Hu Hanxiang — HER 360 - - - 360
Independent B IEMITES
non-executive directors
— Wu Youjun — RRE 85 - - - 85
— Zhu Hongwei — KR 85 - - - 85
— Chung Kwok Mo John — BRI 171 - - - 171
701 6,900 - 41 7,642
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For the year ended 31 December 2018
BE-Z— ) \F+=-A=1+—HLEFE

12. Directors’ and Chief Executive’s Emoluments (Continued) 12. EERTHRARME @)

Retirement
Performance benefits
related scheme
Fee Salary bonus  contributions Total
RIKER
ok e RERD STEIf R st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARETT ARBTT ARETT ARETE

For the year ended BE-Z—tH
31 December 2017 +=B=+—H
LEE
Executive directors HITES
— Hu Zheng — BAIE = 2,020 = 14 2,034
— Hu Hanchao — BESH - 1,840 - 14 1,854
— Hu Hancheng — HERR - 1,840 - 15 1,855
Non-executive director EMITES
— Hu Hanxiang — MR 360 - - - 360
Independent B IERITES
non-executive directors

— Wu Youjun — RKR% 85 = = = 85
— Zhu Hongwei — KR(E 85 = = = 85
— Chung Kwok Mo John — BRI 130 - - - 130

660 5,700 - 43 6,403
Note: fizT :
Mr. Hu Hancheng and Mr. Hu Zheng are also the Chief Executives of the Company and their TR A RAAIE L AR AR B TTIRAEE, - #th{F9 LA LB
emolument disclosed above include those for services rendered by them as the Chief ©H BT DR IEMPIEREITIRAR R FFIER - ShITE S 2 B
Executives. The executive directors’ emoluments shown above were for their services in SEATHMARRARARANEEEREHORS - BULIEH
connection with the management of the affairs of the Company and the Group. The TEEzMeEE THMAERRBMARE

emoluments of non-executive director and independent non-executive directors shown
above were for their services as the directors of the Company.

Neither the chief executive nor any of the directors waived any emoluments HEZ-N\FER-T—+F+-A=+—HL
during the years ended 31 December 2018 and 2017. FENRN - I,iﬁﬁﬂ(ﬁ@ﬁ:ﬂ?&ﬂé?ﬁ&ﬁ@ﬁ@ﬂﬁ
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For the year ended 31 December 2018
BE-Z— ) \F+=-A=1+—HLEFE

13. Five Highest Paid Employees
The five highest paid employees of the Group during the year included three
directors (2017: three directors), details of whose remuneration are set out in
note 12 above. Details of the remunerations for the year of remaining two
(2017: two) highest paid employees who are neither a director nor chief
executive of the Company are as follows:

13. ARBEHEET
FR - AEELEESFHERRE=2EZ2(&
EHRETHRAR) (ZZ—+F : Z£EF(BEK
BITRAR)) » WENMEFIEHN LXXPHE12 -
H#fpME(ZT—tF: MB)UFARAESHK
RRITBAEBNERSHMEBNMEFENT

2018 2017

—B-N\F —F—tF

RMB’000 RMB'000

AR¥FT T ARBEFIT

Salaries e 1,229 901
Performance related bonus ERARRES 1,915 2,350
Retirement benefits scheme RIRBFIETEI 21 23
3,165 3,274

Their emoluments were within the following bands:

P F T 5 R :

Number of employees

BT AR
2018 2017
—E-N\F —E—+tF
RMB1,500,001 to RMB2,000,000 AR #1,500,001 ;T2 A R ¥ 2,000,000 7T 2 2

During the year, no emoluments of the five highest paid individuals
(including directors and other employees) were incurred as inducement to
join the Group or compensation for loss of office.
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AR e BT IE R R M
For the year ended 31 December 2018
HE-_T—\F+-_A=+—HULHFE

14. Dividend
Dividend for ordinary shareholders of the Company recognised as
distribution during the year:

14. RE

AEZER/DERTARBEBEERZES

2018 2017
—E-N\F —F—tF
RMB’000 RMB'000
AR¥T T ARBT T
2017 Final — RMB0.1096 (2017: 2016 final :ﬁ—tiﬁﬂiﬁﬁ — E%}\E‘ﬁ% 10.96 7
— RMB0.055) per share (ZF—+t%F: —NEFERH
— ﬁﬁx/\E% 550%) 54,800 27,500

Subsequent to the end of the reporting period, a final dividend in respect of
the year ended 31 December 2018 of RMB0.1000 (2017: final dividend in
respect of the year ended 31 December 2017 of RMBO0.1096) per ordinary
share, in an aggregate amount of RMB50,000,000 (2017: RMB54,800,000), has
been proposed by the directors of the Company and is subject to approval
by the shareholders in the forthcoming general meeting.

15. Earnings Per Share
The calculation of the basic and diluted earnings per share attributable to the
owners of the Company is based on the following data:

15.

RIFEERE - ARRIEFEZRRNEHE=ZT—N
F+ZA=+T—"HLEFERPREERARKE
1000 (ZFE—tF: —E—+F+=-A=+—H
IFE : REEBREFBRARKE109%65) ' A5t AR
#550,000000L ( = F — £ F : A R ¥ 54,800,000
JC) ¢ AR R FEE AR B F R g R -

BRER
RAFEE AR SREAS RS ERFRA T
Bt -

2018 2017
—ZE-N\F —T—tF
RMB’000 RMB'000
AR®T T ARETT
Earnings B
Profit for the year attributable to owners of the Company B LAt E &G ARE AR & F B A A &)
for the purposes of basic earnings per share A AEGFEATE 109,358 182,705
Number of shares REEE
Number of ordinary shares for the purposes of HARETESREARRF KBRS
basic earnings per share 500,000,000 500,000,000

No diluted earnings per share for the years ended 31 December 2018 and
2017 were presented as there were no potential ordinary shares in issue for
the years ended 31 December 2018 and 2017.
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For the year ended 31 December 2018
BE-Z— ) \F+=-A=1+—HLEFE

16. Property, Plant and Equipment 16. 1% BERRZE

Furniture Plant  Construction
Leasehold and Motor and in
Buildings improvements fixtures vehicles machinery progress Total
BRR
BF HEVELE EEEE RE BERKE KEIR @t
RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000
ARETT ARETT AREFTT ARETT ARETT ARETT AR%ETx
[€N) %S
At 1 January 2017 RZE—tF—A—H 187,266 8218 23,073 24,809 1,028618 16,462 1,288,446
Additions NE 281 2,091 1,042 641 2,102 47,975 54,132
Disposals H& (1,030) (424) (1122) (6,596) (10,701) - (19.873)
Transfer from construction MERTIZERE
in progress 167 - - - 41,057 (41,224) -
At 31 December 2017 R-E—+tF
+-A=+—-H 186,684 9,885 22993 18,854 1,061,076 23213 1,322,705
Additions NE 1,426 20 1,893 2,864 1338 68,443 75984
Disposals HE (118) - (528) (602) (3874) = (5122)
Transfer from construction MR T RER
in progress 1,018 1,404 5,525 - 71,783 (79,730) -
At31 December 2018 RZZ-\F
+-A=1+—-H 189,010 11,309 29,883 21,116 1,130,323 11,926 1,393,567
DEPRECIATION E
At 1 January 2017 RZZ—t+F—-H—H 66817 5,206 15917 16,729 263,529 = 368,198
Provided for the year ENEE 8958 23% 1,607 2,890 60931 = 76,780
Eliminated on disposals R 4 8 (572) (381) (990) (5216) (7,467) = (14,626)
At 31 December 2017 RZZ—tF
+-A=1+—-H 75203 7219 16,534 14,403 316,993 - 430,352
Provided for the year FENEE 8,793 1241 1879 2,369 61,703 = 75,985
Eliminated on disposals &R 4 8 (105) - (464) (538) (2832) - (3939)
At 31 December 2018 RZZE-\F
+-A=+—-H 83,891 8460 17,949 16,234 375,864 - 502,398
CARRYING VALUES REE
At 31 December 2018 RZZE-N\F
+-A=+—-H 105,119 2,849 11,934 4,882 754,459 11,926 891,169
At 31 December 2017 NZE—+F
+-A=+—-H 111,481 2,666 6,459 4451 744,083 23213 892,353
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For the year ended 31 December 2018
BE_T-/\FTA=1T—HLFE
16. Property, Plant and Equipment (Continued) 16. Y% - HERRE (@)
The above items of property, plant and equipment, except for construction ME - - BELFE(EEIRERINBE FEH LG
in progress are depreciated on a straight-line basis over their estimated sTERER - LEAEEETAE B FHRIE N 5IF
useful lives and after taking into account of their estimated residual value at BRI E
the following rates per annum:
Buildings 4.50%-18% B3 4.50%-18%
Leasehold improvements Over the shorter of the term of the lease, HEMHEEE ERENFLHEERA -
or 20%-50% ¥, 20%-50%
Furniture and fixtures 11.25%-18% EMEREEEE 11.25%-18%
Motor vehicles 18% B 18%
Plant and machinery 4.50%-18% [R5 Kot 28 4.50%-18%
The buildings are situated in the PRC and are held under medium term lease. BFEARFE - AR EENEES -
Plant and machinery with carrying amount of RMB4,730,000 (2017: BREE AR 4730000t R E(ZTE—HF : AR
RMB5,074,000) are held under a finance lease. #£5,074,0007T ) BIHE REBRABBERERERA -
Details of property, plant and equipment pledged are set out in note 36. EEAME - BE RBREFBEAMTE6
17. Prepaid Lease Payments 17. BHHENE
2018 2017
—E-N\F —T—+F
RMB’000 RMB'000
ARBT T AREFT
Analysed for reporting purposes as: MMEBNPTAT -
Current asset MEEE 4,720 4,720
Non-current asset ERBEE 153,858 158,578
158,578 163,298
Leasehold land in the PRC FEFREFANHEE LM
Medium term lease HRERFE 4V 158,578 163,298
The balance represents prepayment of rentals for land use rights situated in R IR B L ME EEA N A B A + b h A
the PRC for a period of 38 to 50 years under operating leases. BAHESTEN - HAIA3I8ES0F -
Details of land use rights pledged are set out in note 36. B IR 4 (50 A R 1B OB R 36 o
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For the year ended 31 December 2018
HE-_T—\F+-_A=+—HILFE

18. Investment Property 18. REYE
An investment
property
REYE
RMB'000
ARBT T
COST R
At 1 January 2017 RZZE—+F—H—H 14,598
Disposal HE (14,598)
At 31 December 2017 and 2018 RZEBE—tR=ZE—-N\F+ZA=+—H =
DEPRECIATION e
At 1 January 2017 RZET—+tF—H—H 825
Provided for the year FRBE 406
Eliminated on disposal H B B T 84 (1,231)
At 31 December 2017 and 2018 RZE—tR=ZZE—-N\F+ZA=+—H =
CARRYING VALUES FREE
At 31 December 2018 RZE-N\F+-A=+—H -
At 31 December 2017 R=—ZF—+t+=-A=+—~8H -
The investment property was transferred from property, plant and HREEMERS  REWENR-_ZT—EFE+HAH
equipment in October 2016 due to the change in intention of use and ME BELRZEEE TR _ZE—FFELAH
disposed in September 2017. §=—
The above investment property was depreciated on a straight-line basis at S B E B AL N FEE L REHRITE -
the following rate per annum:
Buildings 2.25% -t 2.25%
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For the year ended 31 December 2018

HE-Z—)\FE+A=1T—HIEFE

19. Other Intangible Assets

19. HttEFEE

Development

costs
BRE R A
RMB'000
AREFT
CosT R
At 1 January 2017, 31 December 2017 and 31 December 2018 N—B—+HF—HA—H —E—+F+=-A=+—H
k—ZF—\F+-H=+—H 8,563
AMORTISATION B
At 1 January 2017 —ZE—+F—HA—H 7,489
Charge for the year FREHE 368
At 31 December 2017 —E—+F+-_A=1+—H 7,857
Charge for the year FREHE 368
At 31 December 2018 T )\F+=-A=t+—8H 8,225
CARRYING VALUES BREE
At 31 December 2018 —Z-N\Ft+-—A=+—H 338
At 31 December 2017 —T—+tF+=-A=+—H 706
Development costs are internally generated. FEKAIRE AED o
The above intangible asset has finite useful lives. Such intangible asset is LiEREERCRFTHER - MZBEFVEAERE
amortised on a straight-line basis over 5 years. BED S FHH -
20. Inventories 20. B8
2018 2017
—B-N\F —EFtF
RMB’000 RMB'000
AR¥T T AREF T
Raw material and consumables [E A K S A S 146,990 104,118
Work in progress 5K i - 5,855
Finished goods B SR 14,788 52,304
161,778 162,277
Details of inventories pledged are set out in note 36. BERFEFIEE M EE36 ©
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For the year ended 31 December 2018
BE-Z— ) \F+=-A=1+—HLEFE

21. Trade and Other Receivables

21. EZREMEWRIE

2018 2017
—E-N\F —E=—+F
RMB’000 RMB'000

AR¥TR AR¥ETT

Trade receivables B 5 e IE 504,144 521,753
Less: allowance for credit losses/doubtful debts B REREME (1,872) (1,522)
502,272 520,231
Trade receivables backed by bank bills RIRITRB REBNE 5 EWGRIE 423,006 472,463
925,278 992,694
Advances to suppliers B FE R FRE 5,721 6,194
Prepayments TR FRIE 6,271 3,757
Other receivables H fth fE U GRIE 13,883 12,426
25,875 22,377
Total trade and other receivables B 5 R HAFEW G IB 425 951,153 1,015,071

As at 31 December 2018 and 1 January 2018, gross amount of trade
receivables from contracts with customers amounted to RMB927,150,000
and RMB994,216,000 respectively.

The Group allows an average credit period of 30 to 120 days from the invoice
date to its trade customers except for the customers newly accepted of
which payment is made when goods are delivered. For customers with good
credit quality, the Group also allows them to provide bank bills before the
due date of trade receivables. Those bills have maturity ranging from 60 to
180 days guaranteed by bank.

As at 31 December 2018, total bills received amounting to RMB423,006,000
(31 December 2017: RMB472,463,000) are held by the Group for future
settlement of trade receivables, of which certain bills were further
discounted/endorsed by the Group. The Group continues to recognise their
full carrying amounts at the end of the reporting period and details are
disclosed in note 22. All bills received by the Group are with a maturity
period of less than one year.
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For the year ended 31 December 2018

HE-_T—\F+-_A=+—HULHFE

21. Trade and Other Receivables (Continued)
The following is an aged analysis of trade receivables not backed by bank
bills presented based on dates of delivery of goods, at the end of the
reporting period:

21.

EZREMEWRIE S
PR S BRIRRE R E A AEEZN
B 5 N IE R LR IT RIS S B R BR S ST

2018 2017

—E-N\F —E=—+F

RMB’000 RMB'000

AR¥T T AREBT T

0-60 days 0-60K 390,587 428,178
61-90 days 61-90 K 60,685 60,776
91-180 days 91-180K 47,342 27490
Over 180 days 180 R £ 3,658 3,787
502,272 520,231

The aged analysis of trade receivables backed by bank bills based on dates of

delivery of goods or recognition date of the gross trade receivables, at the

SIEN IR EMRIZRE

B3R B HISE B UK

&
FARRERAAURTREEF2IINRRER

end of the reporting period are analysed as follows: BREC TN T ¢
2018 2017
=2-N\F —E—+F
RMB’000 RMB'000
ARBT T ARETT
0-60 days 0-60 X 38,190 79,597
61-90 days 61-90 K 89,297 46,481
91-180 days 91-180 K 202,622 287,709
Over 180 days 180 KA £ 92,897 58,676
Total #st 423,006 472,463

As at 31 December 2018, included in the Group’s trade receivables balance
are debtors with aggregate carrying amount of RMB100,410,000 which are
past due as at the reporting date. Out of the past due balances,
RMB12,754,000 has been past due 90 days or more and is not considered as
in default after taking into account the repayment histories and financial
position of debtors. For trade receivables in which customers have provided
bank bills for settlement are not considered as past due nor in default. Other
than bills received, the Group does not hold any collateral over these
balances.

Before accepting any new customer, the Group assesses the potential
customer’s credit quality and defines credit limits by customer.
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BE-Z2—\Et-A=t—RAILEE

21. Trade and Other Receivables (Continued) 21. EZRHEMEBWRIE®)
As at 31 December 2017, included in the Group's trade receivable balance R-Z—+F+-_A=+—8 ' ~EEEFHEWK
are debtors with aggregate carrying amount of RMB56,785,000 which are HESRBIERAEES £ AR 56,785,000 7T 4 #1
past due for which the Group has not provided for impairment loss because HAFE UG BR X - MEANEE BN R L MR R B B
the Group believes that the amounts are still recoverable after taking into BREEREHEBEDA UERNREERNEKR
account the settlements subsequent to the end of reporting period, legal g gD ERAMDEREEER - &
advice on disputed cases, the repayment histories and financial position of E LS RSN - NEBWERZ ST
debtors. The Group does not hold any collateral over these balances. Trade BEMEHR HPRFERENEZEBREEZES
receivables in which customers have provided bills for settlement are not FEUW SR IE TR A Hp o
considered as past due. Other than bills received, the Group does not hold
any collateral over these balances.
Ageing of trade receivables which are past due but not BB RIRE N E 5 R IE 1 BR iR
impaired
2017
—E—+F
RMB'000
ARETT
Overdue by [=F et
0-30 days 0-30K 27,828
31-60 days 31-60 K 12,586
61-90 days 61-90 K 7452
Over 90 days 90K IA E 8919
Total st 56,785
Movement in the allowance for doubtful debts S BE R )
2017
=T 4F
RMB'000
ARETT
Balance at beginning of the year F9) 8,357
Impairment losses recognised BRI EERE 2,011
Amounts written off as uncollectible AT [E] 9 AR BE (8,846)
Balance at end of the year FIR 1,522
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For the year ended 31 December 2018
HE-_T—\F+-_A=+—HULHFE

21.

22.

Annual Report 2018

Trade and Other Receivables (Continued)

As at 31 December 2017, in determining the recoverability of a trade
receivable, the Group considers any change in the credit quality of the trade
receivable from the date credit was initially granted up to the reporting date.
The customers with balances that are neither past due nor impaired have
good repayment histories and no impairment is considered necessary.

Details of trade receivables and bills receivables pledged as set out in note
36.

Details of impairment assessment of trade and other receivables for the year
ended 31 December 2018 are set out in note 38.

During the year ended 31 December 2018, the Group discounted bills
receivable of external customers with recourse in aggregated amounts of
RMB674,349,000 (2017: RMB231,681,000) to banks for short term financing of
which the associated borrowings amounting to RMB663,617,000 (2017:
RMB226,778,000) and the relevant cash flows relating to external customers
are presented as operating cash flows in the consolidated statement of cash
flows for the year then ended as the management considers the cash flows
are, in substance, the receipts from trade debtors.

Transfers of Financial Assets

The following were the Group's bills receivables as at 31 December 2018 and
2017 that were transferred to banks or suppliers by discounting on a full
recourse basis. As the Group has not transferred the significant risks and
rewards relating to these receivables, it continues to recognise the full
carrying amount of the receivables and the related trade payables and has
recognised the cash received from banks on the transfer as a secured
borrowings (see note 29).

Bills receivables of external customers are carried at amortised cost. Bills
receivables arising from intra-group transactions in which the relevant group
entities discounted or transferred the bills to banks or suppliers, such bills
receivables and related intra-group payables have been eliminated in the
Group's consolidated statement of financial position.
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22.

Transfers of Financial Assets (Continued)

As at 31 December 2018

22, BIESEBEE &)

R=ZZB-N\HF+ZA=+—H

Bills
receivables
discounted to
banks with

Bills
receivables
endorsed to
suppliers with

full recourse full recourse Total
2HEHEREZ
2HEEREZ BEEER
EWHREE HEEE RiE st
RMB’000 RMB’000 RMB’000
AR®T T AR®T T AR%T T
Carrying amount of bills receivables U EE R E 361,135 105,754 466,889
— external customers — NP 353,728 72,040 425,768
— intra-group customers — EERIEE 7,407 33,714 41,121
Carrying amount of trade payables B S REMNZIERmE - (105,754) (105,754)
Carrying amount of bank loans RITEREERE (361,135) - (361,135)
As at 31 December 2017 R-—E—+tH&+=-A=+—H
Bills Bills
receivables receivables
discounted to endorsed to
banks with suppliers with
full recourse full recourse Total
THEZREZ
THEREZ BEEER
FEUTHL IR 58 HERER HEt
RMB'000 RMB'000 RMB'000
ARBTTT ARBTFT ARBTT
Carrying amount of bills receivables U EE R E 241,398 245,105 486,503
— external customers — HNEBREEE 179,994 157,674 337,668
— intra-group customers — EERNEEE 61,404 87,431 148,835
Carrying amount of trade payables B Z N S IERE A = (245,105) (245,105)
Carrying amount of bank loans RITEREREE (241,398) = (241,398)
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23. Contract Assets 23. EHNEE
31 December 1 January
2018 2018
—E-N\F —E-N\F
+=A=+—8 —A—H
RMB’000 RMB'000
ARBT AREEF T
(note)
(PBF&E)
Made-to-order paper-based packaging products R BAENERPEER 19,257 19,565
Current & Rl 19,257 19,565

Note:  The amounts in this column are after the adjustments from the application of HKFRS
15.

The contract assets primarily relate to the Group's right to consideration for
work completed and not billed because the rights are conditioned on the
Group's future performance. The contract assets are transferred to trade
receivables when the rights become unconditional.

Contract assets, that are not expected to be settled within the Group’s
normal operating cycle, are classified as current and non-current based on
expected settlement dates.

Typical payment terms which impact on the amount of contract assets
recognised are as follows:

Made-to-order paper-based packaging products

The Group typically does not requires a deposit on acceptance of order. The
consideration is payable on the earlier of the delivery and acceptance of the
finished goods by customers or notice from the customer to cancel the
order. If the customer cancels the order then the Group is entitled to receive
payment for work done to date pursuant to legal and regulatory
environment in the PRC. The Group typically issue bills to customers when
the finished goods are delivered to customers and acknowledged by
customers. The credit term is ranging from 30 to 120 days.

Details of the impairment assessment are set out in note 38.
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24.

25.

Pledged Bank Deposits and Bank Balances and Cash
Bank balances carry interest at market rates within range from 0.01% to 0.35%
(2017:0.01% to 0.35%) per annum. The pledged deposits carry interest rates
which range from 0.35% to 2.75% (2017: 0.35% to 2.75%) per annum.

Pledged bank deposits represent deposit pledged to banks to secure
banking facilities granted to the Group. Deposits amounting to
RMB108,910,000 (31 December 2017: RMB114,609,000) have been pledged
to secure the short-term bank borrowings and bills payables repayable
within three to six months and are therefore classified as current assets. The
pledged bank deposits will be released upon the settlement of relevant bank
borrowings.

Trade and Other Payables

24, BIEABITERRBITERRES
RITAERIITEMISFEMENF001%E035%(=F
—EF 1 001%F035%) o BT TR T F F| =
NF035% % 2.75% (ZB—+4 : 035% % 2.75%) °
EEFRITF RS EEEBARITEERITY
)EH o

ERIRRIT I RUE R FIRITOEK - ERRAR
SERERITHE - BHEARM 1089100007t (=
T—+F+_A=+—H: AR¥1146090007T)
WIERBER=ZNEAREENRITERLE
NEBELER AU EARBEE - AR
IR S EEERBRITE KB o

25. ESREMENSFIE

2018 2017
—E-N\F —T—+tF
RMB’000 RMB'000

AR¥TR AR¥ETT

Trade payables B SN IE 205,383 267,123
Bills payables — secured ENEE — AHEA 165,928 214,278
Other tax payables (note) H it e~ I8 (M EE) 47,052 53,043
Payroll and welfare payables JEASH SR B N AE T B 34,170 32,691
Construction payables FEfT T2 3RIE 3,951 3,892
Advance from customers BREP R - 8,766
Others Hith 17,202 17,757

473,686 597,550

Note: Included in other tax payables is RMB43,384,000 (2017: RMB49,889,000) provision of
value-added tax.

The following is an aged analysis of trade payables presented based on the
dates of receipt of goods at the end of the reporting period.

Bt © HAbEMFIIES OIS ERE AL ARKE43,384,0007T(=
T4 AR¥49889,0007T) °

FHIINBEMRZRER U A A2 E S E

IR IR DT -
2018 2017
= —EFtF
RMB’000 RMB'000

AR¥T R ARBT T

0-60 days 0-60 X 140,238 134,222
61-90 days 61-90 X 17,670 23,088
91-180 days 91-180 X 35,279 93,648
Over 180 days 180 AMA E 12,196 16,165
205,383 267,123
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BE-Z— ) \F+=-A=1+—HLEFE

25. Trade and Other Payables (Continued) 25. EZRHEMENRIE®
The aged analysis of bills payables based on the dates of receipt of goods at PSR ESRIZEBE MW EH B E2 5 NEZEE
the end of the reporting period are analysed as follows: RS -
2018 2017
—E-N\F —T—+F
RMB’000 RMB'000
ARBTFT ARETFT
0-60 days 0-60 K 40,597 57,442
61-90 days 61-90 X 20,064 17,286
91-180 days 91-180 X 17,167 41,250
Over 180 days 180 XA E 88,100 98,300
165,928 214,278
The credit period on purchase of material is 30 to 120 days. The Group has BEEMEMN IS ERAENF30R 120K o AEBER
financial risk management policies in place to monitor the settlement. AR SRR S IR S A BB -
During the year, the Group signed a letter of intent with a third party related ER AEBRE-HEITERE  ABHLRIE
to a proposed transaction of the equity of a subsidiary and earnest money of ANEIRER SRS - B W E AR 20,000,000
RMB20,000,000 was received. The proposed transaction was cancelled THHES o« BEAREUSIERSENN S WEERNE S
subsequently and the earnest money was refunded to the third party during EAIRIBIE=T o
the year.
26. Obligation Under a Finance Lease 26. MMEHERENFIE
2018 2017
=2-N\F —ET—LF
RMB’000 RMB'000
ARBT T ARBFT
Analysed for reporting purposes as: MBEEHINTAT :
Current liabilities mEAE 394 372
Non-current liabilities EREBEE 7,052 7,446
7,446 7,818
The Group has leased certain of its plant and machinery under a finance AREFBREMEFEUBREENER612%(ZF
lease at fixed interest rate of 6.12% per annum (2017: 6.12% per annum). The —+F 612%) BEETFTEHEL#SE - FAHE A 20
lease term is 20 years (2017: 20 years). F(ZE—+F :20F) o
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26. BiEHEEESRIE G

Present value of
Minimum lease payments minimum lease payments
BEHESRIE BREHERERE
2018 2017 2018 2017
—B-N\F —F—tF B-N\F _—ZT—tF
RMB’000 RMB'000 RMB’000 RMB'000
AR¥T T ARBTT AR®T T AREFT
Obligation under a finance BEHETENRE:
lease payable:
Within one year —FR 850 850 394 372
Within a period of more than —F AL ETBBMRE
one year but not exceeding
two years 850 850 418 394
Within a period of more than MEA LB BBRF
two years but not more than
five years 2,550 2,550 1,415 1,334
Within a period of more than AFLAE
five years 5,633 6,483 5,219 5718
9,883 10,733 7,446 7,818
Less: future finance charges B RREE B A (2,437) (2,915) N/A N/A
Present value of lease obligation HERENRIERE 7,446 7818 7,446 7,818
Less: Amounts due for settlement AR —FERNERRIA
within one year (shown under GIERBEET)
current liabilities) (394) (372)
Amounts due for settlement AR —F1RERNIE
after one year 7,052 7446

The Group's obligation under a finance lease is secured by the lessor's charge

over the leased assets.

NHRIR °
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27. Contract Liabilities EHaE
31 December 1 January
2018 2018
—=E-N\F —E=-N\F
+=A=+-—-H —A—H
RMB’000 RMB'000
ARMBTFT ARETFT
(note)
(B¥&E)
Corrugated medium paper products RS SR E M 2,644 8,766
Current =3 2,644 8,766
Note:  The amounts in this column are after the adjustments from the application of HKFRS Mizr : AMETH S E R ERESMISRELER15EBEHD
15. o
The amount of contract liabilities includes the revenue to be recognised and SHBELEOEFERAMANMBRAEER - 54
the related value-added tax. The contract liabilities balance varies in BEASBEEERESHREATHHNESREBEEMEL -
accordance with the number of contracts outstanding at the end of TRERTAEEERNRAFREZ L EGEES
reporting period. The following table shows how much of the revenue ABEEME  UNREUREE R ENEBLOEREZ
recognised in the current year relates to carried-forward contract liabilities KNEAEZ o
and how much relates to performance obligations that were satisfied in prior
periods
Corrugated
medium paper
products
R SEER
RMB'000
ARETT
Revenue recognised that was included in the contract liability FHEHRBEERABWANEE
balance at the beginning of the year 7492
Typical payment terms which impact on the amount of contract liabilities R EP RSN ESENHRA TSRO T -
recognised are as follows:
Sales of corrugated medium paper products HE E*%TS\,%EEF =
The Group requires a deposit on acceptance of orders from some of the AREFBERESINDRZEAFEWEESE - §4RE
customers. When the Group receives a deposit before the delivery of BEXNEESAELIIKEEDRE  SBEEY
corrugated medium paper products, this will give rise to contract liabilities at FERNELEGNEE  EEABEENERNKAR
the start of a contract, until the revenue recognised on the relevant contract BEFEEAIL -
exceeds the amount of the deposit.
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28. Amounts Due To Directors

28. BNESNIEA

The amounts due to directors are unsecured, interest free and repayable on ENEEREAEKE B REENREE -
demand.
29. Bank and Other Borrowings 29. Hi AR
Bank Borrowings fiﬁﬁﬁziua%
2018 2017
—Z2-N\F —E=—+F
RMB’000 RMB'000
AR¥T T AREBT T
Secured BHEA 881,202 659,979
Unsecured AR 23,143 167,895
904,345 827,874
Carrying amount repayable: ARAT B ER A REE
Within one year —FR 891,202 723,077
Within in a period of more than one year but —FLA BT HBERF
not exceeding two years - 82,228
891,202 805,305
Carrying amount of bank loans that contain a BREBSEER—FNERRT
repayment on demand repayable: B REREE
Within one year —F R 13,143 22,569
904,345 827,874
Less: Amounts due within one year shown under B AEREBBET 2 —FRNEERIE
current liabilities (904,345) (745,646)
Amounts shown under non-current liabilities FRBEAB TN ZEERE - 82,228
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29. Bank and Other Borrowings (Continued)
Bank Borrowings (Continued)
The Group's borrowings that are denominated in the following currencies
other than the functional currency of the relevant entities are set out below:

29. RITREMER @)

RITER(E)
ANEFURBERNEEE NG EAENE R
E Rl N

2018 2017
—E-N\F —E=—+F
RMB’000 RMB'000

AR¥TR AR¥ETT

HKD BT

13,143 22,569

Bank borrowings as at year end were secured by the pledge of assets as set
out in note 36.

The ranges of effective interest rates (which are also equal to contracted
interest rates) on the Group's borrowings are as follows:

FANP 36 AT - FRIRITEFIAEEEITIER
# o

AEBBENERME(ZTBESRERTHME)
BIERE AN -

2018 2017
—B-N\& —B—tF
Effective interest rate:
BRRF xR
Fixed rate borrowings 3.50% to 6.31% per annum 3.16% to 6.31% per annum
E BB FF=3.50%t06.31% FHZE3.16% t0631%
Variable rate borrowings 4.35% to 6.18% per annum 2.76% t0 4.99% per annum
FEMER ERER4.35% 10 6.18% 2R 2.76% to 4.99%

Benchmark interest rate is quoted by the People’s Bank of China.

At 31 December 2018, variable-rate bank borrowings are amounting to
RMB293,721,000 (2017: RMB152,070,000). The borrowings are arranged at the
interest rate based on benchmark interest rate from the People’s Bank of
China ("‘Benchmark Rate”) plus, if applicable, a premium and expose the
Group to cash flow interest rate risk. At 31 December 2018, fixed rate bank
borrowings are amounting to RMB610,624,000 (2017: RMB675,804,000).

As at 31 December 2018, secured bank borrowings include the discounting
of (i) bills receivables from external trade customers amounting to
RMB353,728,000 (2017: RMB179,994,000), and (ji) intra-group bills receivables
amounting to RMB7,407,000 (2017: RMB61,404,000), to banks with recourse.
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29. Bank and Other Borrowings (Continued) 29. RITREMMER @)
Other Borrowings Eﬂﬂf’ém
2018 2017
—E-)N\F —E—+F
RMB’000 RMB'000
AR¥T T ARBT T
Secured (note 1) B (M) 26,306 54,639
Unsecured (note 2) EEA (P 2) 26,820 35,160
53,126 89,799
Carrying amount repayable: AR T B EERNREE
Within one year —&FR 47,340 63,493
Within a period of more than one year —F AL ETBBMRE
but not exceeding two years 5,786 20,520
Within a period of more than two years MEA LB BBRF
but not exceeding five years - 5,786
53,126 89,799
Less: Amount due within one year shown B AERBAEE T2 —FAEENE
under current liabilities (47,340) (63,493)
Amounts shown under non-current liabilities FERBEAB N ZEERE 5,786 26,306
Notes: YL -
Q) In 2017, the Group entered into agreements (the "Agreements’) with a PRC financial M R=F—tF  ARERR—AhEALREE (&S

institution (“Financial Institution”) whereby the Group drew down RMB43,599,000
from the Financial Institution (included in other borrowings) which are to be
repayable within 3 years from the date of draw down at variable rates based on
Benchmark Rate plus a premium. The effective interest rate of the borrowings as at 31
December 2018 are ranging from 9.24% to 9.41% (2017: 9.24% to 11.04%).

As collaterals for the above financing, the Group transferred the ownership title of the
related machineries to the Financial Institution.

Upon discharging all the Group's obligations under the Agreements, the Financial
Institution will return the ownership title of the machineries to the Group for nominal
amount of RMB100. Despite the Agreements involve a legal form of a lease, the
Group accounted for the Agreements, as collateralised borrowings at amortised cost
using effective interest method in accordance with the actual substance of the
Agreements.

2) Loans of RMB26,820,000 (2017: RMB35,160,000) are included in other borrowings in
the consolidated statement of financial position at 31 December 2018, which are
obtained from two companies (2017: two companies) controlled by a non-controlling
equity owner of a subsidiary. The loans are arranged as entrusted loans through
banks, which are to be repayable within one year at fixed interest rate of 3.50% per
annum (2017: 3.16%). During the year, loans of RMB8,340,000 has been repaid and
the repayment of remaining loans amount of RMB26,820,000 has been extended for
one year with interest rate revised to 3.50% per annum.
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30. Deferred Taxation 30. IEFERIE
For the purpose of presentation in the consolidated statement of financial BIER2SzH  BETEEMREBEBEENBEBEERNES
position, certain deferred tax assets and liabilities have been offset. The BIFSARO R NS5 o AEME2HRH - IEEFIE
following is the analysis of the deferred tax balances for financial reporting EROTIT :
purposes:
2018 2017
—E-N\F —E—+F
RMB’000 RMB'000
ARBT T ARETT
Deferred tax assets BELERIBEE (4,070) (2,354)
Deferred tax liabilities RIEFBEAE 7,525 8,370
3,455 6,016
The following are the major deferred tax (assets) liabilities recognised and N BRAEE R BEEETECRELTE
movements thereon during the current and prior years: (BE) /aEREEH :
Undistributed
Contract Provision Deferred  Impairment  Depreciation profit of
assets  forinventory income on receivables differences  subsidiaries Total
HEAR
BHEE FERE BEWAN ERRERE TEEE TU2RER st
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARBTT ARBTR ARETr ARETT ARBTx
At 1 January 2017 RZZ—tF—-A—H - - (1,255) (981) 1908 3,100 2772
(Credit) charge for the year ERX(EB)iHRE - - (2,599) 783 (167) 5226 3,44
At 31 December 2017 RZE—+F
+-A=+—-H = = (3,853) (198) 1,741 8326 6,016
Adjustments (note 2) AR (MEE2) 720 - - = = = 720
At January 2018 R-ZE-\&—A—H 720 - (3853) (199) 1,741 8326 6736
(Credit) charge for theyear  4E79 ([@#) 5112 (56) (1,924) (782) (83) (167) (1,042) (4,054)
Effect of change in tax rate BMEg e - - 773 - - - 773
At 31 December 2018 R-E-N\E
+-A=+—-H 664 (1,924) (3,862) (281) 1,574 7,284 3,455
188
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30. Deferred Taxation (Continued) 30. EERIE (&)
At the end of the reporting period, the Group has unused tax losses of RMB TUHREHRAN  AEBSEASHARBEE (=
nil (2017: RMB1,687,000) available for offset against future profits. No deferred T—+4F : AR¥1,687,0007T) HY AT B A 852K 58
tax asset has been recognised in respect of the unused tax losses of RMB nil FHE - NRFERLARERIBEECHRRIER - B
(2017: RMB1,687,000) due to the unpredictability of future profit streams. The RESRTERE R KW BRI R - N R B IEILEFIA
unrecognised tax losses at the end of reporting period will be expired in the BEMAER(ZE—+F  ARK1687,0007T) °
following years: FEMHRERRARBERTBEEBEATERZ
HA -
2018 2017
—E-N\F —tF
RMB’000 RMB'000
AR®T T ARETT
2021 T —F - 1,687
Under the EIT law of the PRC, withholding tax is imposed on 10% of R EPEREFERT @ mth BB A 7 AT REE
dividends declared in respect of profits earned by the PRC subsidiaries from 1 AP EROKREBNES 2 +ATENR g2
January 2008 onwards. The aggregate amount of temporary differences /\¢ A—BRREM N AERELETIEA G
associated with undistributed earnings of the PRC subsidiaries for which NEIRDIRBAEEER =58 SHOAARE
deferred tax liabilities have not been recognised was approximately 510,860,00075( —E—+F: AR ¥593541,000
RMB510,860,000 (2017: RMB593,541,000). No deferred tax liabilities have IT) o AN B e S R =581 [0 BERER - B
been recognised in respect of these difference because the Group is in a ZEETEAEN R R Al e e o B - I EmRL RS
position to control the timing of the reversal of the temporary difference and EERELERIERR -
it is probable that such difference will not reverse in the foreseeable future.
31. Share Capital i 7=
Number of Nominal
shares value
RO#E ZHE
HKS
BT
Ordinary shares of HK$0.10 each EREEIETMLER
Authorised: EE :
At 1 January 2017, 31 December 2017 and EQ JC A—B ZZ—tF+=ZA=1—H
31 December 2018 /\¢+_er H 100,000,000 100,000,000
Issued and fully paid: ERIRMRE
At 1January 2017,31 December 2017 and R-Z—+—fA-B —Z—+F+-A=+—-H
31 December 2018 “E2-\Ft-A=1+—H 500,000,000 50,000,000
RMB'000
ARETTT
Presented as at 31 December 2017 and 2018 2UWNAR_T—tFR=F—N\F
+T-HA=+—H 41,655
There were no changes in the Company’s authorised, issued and fully paid NRERE - AATIHSETE - ODRITRYERAEE
share capital during the both years. AiE o
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32.

33.

34.

Annual Report 2018

Retirement Benefits Schemes

The Group operates a mandatory Provident Fund Scheme for all qualifying
employees in Hong Kong. The assets of the scheme are held separately from
those of the Group, in funds under the control of a trustee. The Group
contributes 5% of relevant payroll costs to the scheme, which contribution is
matched by employees but subject to a maximum amount of HK$1,500 per
month (2017: HK$1,500 per month) for each employee.

The employees of the Company’s subsidiaries established in the PRC are
members of state-managed retirement benefit schemes operated by the
PRC government. The subsidiaries are required to contribute certain
percentage of payroll costs to the retirement benefits schemes to fund the
benefits. The only obligation of the Group with respect to the retirement
benefit schemes is to make the specific contributions.

The total cost charged to income of RMB20,968,000(2017: RMB22,585,000)
represents contributions payable to these schemes by the Group in respect
of the current accounting period.

Deferred Income

In 2018, the Group received government subsidies of RMB7,348,000 (2017:
RMB9,027,000) for the cost of constructions of its paper-based package and
corrugated medium paper plant and the replacement of machineries. The
amounts were treated as deferred income at 31 December 2018 and 2017.
The amounts are transferred to income over the useful lives of the relevant
assets and the amounts transferred to income during the current year is
RMB2,138,000 (2017: RMB1,461,000). As at 31 December 2018, an amount of
RMB25,742,000 (2017: RMB20,532,000) remains to be amortised.

Operating Leases
The Group as lessee
Minimum lease payments under operating leases during the year:

32.

33.

34.

EARERGE
AEBAMABRSEEREEMASBESE - 4
Beitglc EERAEB 2 EENRH - BIEEAE
flzEERER  ANEREKESIZEEAEAS%
MR EEFEER  BEERAERE A 15008 T
(ZZT—+4%F :1500/87T) °

ARE R EKNEAR2EEH R BEERAEE
ZBEZERRENFEIZKE - HEARARERH
EF T AL RERKENF S HRAETERE
M o REBERKBAFE 2 T 2R BEE/RE

et BIEH IR RE AR -

FA UG BR $0BR B 4B K AS 49 A R #5 20,968,000 7T (=&
—+4F : AR¥225850007T) IREARNEBNRAE
STERR L Ll AT BB A R BT RO A 3R -

IEIE A

R —N\F  NEBEBERER R REFR
AR SR SRR AN R HEBR BRI ARG - @A A
R¥7348000 (B2 —+tF+=-_A=1+—H:
AREE90270007T) ° k& BIE—_T—N\FR=-ZF
—+tF+_A=1+—HEERAELEWA - L&
TR IR & E(E R SR E A o I RERANE
NEEZAWA  @FEAARK 2138000 (==
—tF: AR®14610007T) c R=ZE—N\F+=
A=+—H #&F#ENSE A AR 25742000
T(ZE—+4F : AR 20,532,0007T) °

REHE
AEBERABA
FREERETOREHES A -

2018 2017
—E-N\F —E=—+F
RMB’000 RMB'000
AR¥T T AREBT T
Factory and office premises PSS YN ES 20,158 18,634
Vehicles BT B 1,664 604
21,822 19,238
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34. Operating Leases (Continued) . REHE (&
The Group as lessee (Continued) 1|£$.1’|53%7¥<7Fﬂ)\ (%)
At the end of the reporting period, the Group had commitments for future J\S’\iﬁ%,ﬁﬁx REBBEEYFEBRBE AT EECEE
minimum lease payments under non-cancellable operating leases which fall ENE BRI SZERSFTIBLOT

due as follows:

2018 2017
—E-N\F —E=—+F
RMB’000 RMB'000

AR¥TR AR¥ETT

Within one year —FR 19,310 17,195
In the second to fifth year inclusive F_FRZENF (BERMEREEAN) 22,464 29,228
Over five years AFE 18,260 5,870
60,034 52,293
Operating lease payments represent rentals payable by the Group for certain AT E N TR EBRE TREY LY « HERE
of its factory and office premises and vehicles. Leases are negotiated for an WEMES  c ETHNHEETHERAINE(—S
average term of 2.92 years (2017: 2.83 years). Rentals are fixed at the date of —E 283 F AN BITHESEEMETE -

signing of lease agreements.

35. Capital Commitments 35. BEAEEE
2018 2017
—E-N\F —E—+tF
RMB’000 RMB'000

AR®TR ARBET T

Capital expenditure in respect of acquisition of property, ~ FT4% - BiE MREAREE -

plant and equipment contracted for but not provided BRI XVERRIRE SRR BB
in the consolidated financial statements &R 12,855 22,305
191 Zhengye International Holdings Company Limited
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36.

37.

Pledge of Assets

The following assets were pledged to secure certain banking and other
facilities (including properties, plant and equipment under a finance lease)

granted to the Group at the end of the reporting period:

36. EEEKM

U T ARBEBRARESEMEE - (FAETA
SEETFRORAMBENRR(DERE TON
¥ BEREMH)

2018 2017

—ZE2-N\F —T—+F

RMB’000 RMB'000

AR¥T T AREBT T

Buildings and construction in progress BFRERTIZ 68,197 75,982
Plant and machinery B B2 132,018 146,933
Land use rights — prepaid lease payment TP R — FEREERIE 154,554 158,203
Trade receivables H 5 EWGRIE 80,000 80,000
Bills receivables FEM R IE 353,728 179,994
Pledged bank deposits EEIPRITIFR 108,910 114,609
Inventories g 38,970 37,820
936,377 793,541

In addition to the pledge of assets above, bank borrowings of RMB7,407,000
(2017: RMB61,404,000) are secured by the discounted intra-group bills

receivables as at 31 December 2018.

Capital Risk Management

The Group manages its capital to ensure the entities in the Group will be
able to continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity balance. The

Group's overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debts, which includes bank
borrowings and other borrowings as disclosed in note 29, net of cash and
cash equivalents and equity attributable to owners of the Company,

comprising share capital and reserves.

The directors of the Company review the capital structure periodically. As
part of the review, the directors consider the cost of capital and the risks
associates with the capital. Based on recommendations of the directors, the
Group will balance its overall capital structure through payment of dividends,
new share issues as well as the issue of the new debt or the redemption of

existing debt.

Annual Report 2018
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38. Financial Instruments

a.

38. £ ITH

Categories of financial instruments a. SRMIANESE
2018 2017
—Z2-N\F —E=—+F
RMB’000 RMB'000
AR®T T AREBT T
Financial assets EeWMEE
Amortised cost BEEEA AN 1,304,318 N/A 5 A
Loans and receivables B & RIE
(including cash and cash equivalent) (BEREERESZEEY) N/A F3E A 1,309,997
Financial liabilities cEmas
(excluded obligation under a finance lease) (TEERERERESRIE)
Amortised cost iRk AR 1,347,703 1,418,947

Financial risk management objectives and policies
The Group’s major financial instruments include trade and other
receivables, pledged bank deposits, bank balances and cash, trade and
other payables, amounts due to directors, bank and other borrowings
and obligation under finance lease. Details of these financial
instruments are disclosed in respective notes. The risks associated with
these financial instruments include market risk (currency and interest
rate risk), credit risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are
implemented on a timely and effective manner.

Market risk
The Group's activities expose primarily to the market risks of changes

in interest rates and currency rates.

There has been no significant change to the Group's exposure to
market risks or the manner in which it manages and measures the risk.
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SREMREERERBE
AEBNTESHRTEABIEE S MEMEK
WIE - BEBRITER  BITEHKREIRS -
B MEMEMKE - BNESHIE - R
REMEFTARBERSERNRIE - BEZ
ZEMTENFBEREBNERE - Bz
LT EAABENRKREREM SRR (8
EFERE)  EARBEREBESRE -
TXES AR EZ ZE R RBUR - BIEE
SEBRETEZERR  WEREE - B
HERERE & 1E 0 o

FiBER
£ 80 275 £ BARE R RAVEE R BB
IBER -

FEATNTHARIEEE R BRER
B R B B AR -
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38. Financial Instruments (Continued)
b. Financial risk management objectives and policies
(Continued)
Market risk (Continued)

(i)

Annual Report 2018
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Currency risk
The Group collects most of its revenue and incurs most of the
expenditures in RMB.

The Group undertakes certain transactions denominated in
foreign currencies, hence exposures to exchange rate
fluctuations arises. The Group currently does not have a foreign
currency hedging policy. However, the management monitors
foreign exchange exposures and will consider hedging
significant foreign currency exposure should the need arise.

The carrying amount of the Group’s foreign currency
denominated monetary assets (mainly including bank balances
and cash, pledged bank deposits and trade and other
receivables) and monetary liabilities (mainly including trade and
other payable and bank borrowings) at the reporting date are
as follows:

ﬁmﬂI,\\

%mﬁﬂ EEBRERBX#®)

TSR (&)

0]

B
SRR WRARAIGAARE
sHE -

REBETE TAINEAENRZ S
B 1k 7 2 B O B L o AN SR B3R B
WEINELRBER - A - BIREE
BINERBRINEFZREE B L
BEARIMNERK

SENHEARUIINEHENERE
E(EXZeRRTERLES  CER
RITEFK - BHREMERRE) RE
KaBE(Z2RRBEHREMBENK
I8~ SRTTE A KB B A R IR 42
mEA AB)ONREEDT

2018 2017
—E-N\F —E=—+tF
RMB’000 RMB'000
AR¥T T AREBT T
Assets BE
usD =TT 622 2
HKD BT 2,225 5,344
JPY Hit 74 -
Liabilities R
HKD BIT 14,895 22,569

Sensitivity analysis
The Group mainly exposes to the currency of USD, HKD and JPY
relative to RMB.
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38. Financial Instruments (Continued)

Financial risk management objectives and policies
(Continued)

Market risk (Continued)

b.

(i)

Currency risk (Continued)

The following table details the Group's sensitivity to a 10%
(2017: 10%) increase and decrease in RMB against the relevant
foreign currencies. 10% represents management’s assessment
of the reasonably possible change in foreign exchange rates.
The sensitivity analysis includes only outstanding foreign
currency denominated monetary items and adjusts their
translation at the end of the reporting period for a 10% (2017:
10%) change in foreign currency rates. The sensitivity analysis
includes trade and other payables, bank borrowings, trade and
other receivables as well as bank balances denominated in
foreign currencies. A positive number below indicates an
increase in post-tax profit and other equity where the RMB
strengthens 10% (2017: 10%) against the relevant currency. For
a 10% weakening of RMB against the relevant currency, they
would be an equal and opposite impact on the profit and other
equity and balances below would be negative.

. ERMI A
b. ﬁﬁ'ﬂﬂ }EE E&E&%\ F/
m%lﬁl?ﬁ(i‘“’)

0]

B (&)

TR AN E B AR H AR NG
FE R KR D10%(—F— 4
10%) R - 10% BRARRAIEEE
BEABRENIINERR - WRE
EEEHERNAIBA REEBNT(E
BREDIMERERITENINESTE
EBIEE  URREHARFAZRELL R
LA R B FE R 1 10% ( —Z B —+4F © 10%)
BE) o RENMBEEAEEEER
RITEERIBITER - IESURMFA
SmAIEN  HAh AR N AR N B
R EF10%(ZT—+H4F  10%) © A
R 5 AE BE SN &9 IE K555 10% + 8l
HERAHMNFTRASHEEFE -

2018 2017
—Z2-N\F —E=—+tF
RMB’000 RMB'000
AR¥T T AREBT T
usD ETT
Profit or loss i F Sk & 1B (53) =
HKD BIT
Profit or loss i ) sk B 18 1,049 1,598
JPY BT
Profit or loss i ) Sk & 1B (7) =
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38. Financial Instruments (Continued)
b. Financial risk management objectives and policies
(Continued)
Market risk (Continued)

(i)

Annual Report 2018
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Interest rate risk

The Group is exposed to cash flow interest rate risk due to the
fluctuation of the prevailing market interest rate on bank
deposits, and bank and other borrowings which carry at
prevailing deposit interest rates and variable rate based on the
interest rates quoted by the People’s Bank of China respectively.

The Group's fair value interest rate risk relates primarily to its
fixed rate pledged bank deposits, bank and other borrowings.
The Group currently does not use any interest rate hedging
policy to hedge its exposure to interest rate risk. However, the
management will consider hedging significant interest rate
exposure should the need arise.

The Group's exposures to interest rates on financial liabilities are
detailed in the liquidity risk management section of this note.

Sensitivity analysis

Sensitivity analysis on bank balances is not presented as the
management considers that the Group's exposure to interest
rate fluctuation is insignificant.

The sensitivity analyses below have been determined based on
the exposure to interest rates for the variable-rate bank and
other borrowings at the end of the reporting period and the
stipulated change taking place at the beginning of the financial
year and held constant throughout the year. A 50 basis points
(2017: 50 basis points) increase or decrease for variable bank
and other borrowings are used when reporting interest rate risk
internally to key management personnel and represent
management’s assessment of the reasonably possible change
in interest rates in respect of bank and other borrowings.

If interest rates had been 50 basis points (2017: 50 basis points)
higher/lower and all other variable were held constant, the
Group's: post-tax profit for the year ended 31 December 2018
would have decreased/increased by RMB1,359,000 (2017:
RMB865,000).
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38. Financial Instruments (Continued)

b.

Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment

As at 31 December 2018, the Group's maximum exposure to credit risk
which will cause a financial loss to the Group due to failure to
discharge an obligation by the counterparties is arising from the
carrying amounts of the respective recognised financial assets as
stated in the consolidated statement of financial position.

The Group does not hold any collateral or other credit enhancements
to cover its credit risks associated with its financial assets except that
the credit risks associated with trade receivables is partially mitigated
because settlement of certain trade receivables are backed by bank
bills issued by reputable financial institutions and the Group has
purchased insurance policy for covering certain percentage of credit
loss on its trade receivables arisen from its contracts with customers
for the sales of corrugated medium paper products and paper-based
packaging products.

Trade receivables and contract assets arising from contracts with
customers

In order to minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits and
credit approvals. Before accepting any new customer, the Group uses
an internal credit assessment system to assess the potential
customer’s credit quality and defines credit limits by customer. Limits
attributed to customers are reviewed regularly. The Group may require
a deposit to be received from certain customers of corrugated
medium paper products before acceptance of orders. Other
monitoring procedures are in place to ensure that follow-up action is
taken to recover overdue debts. The Group has also purchase
insurance to cover certain portion of the credit loss arisen from the
trade receivables. In addition, the Group performs impairment
assessment under ECL model upon application of HKFRS 9 (2017:
incurred loss model) on trade balances individually or based on
provision matrix. Customers are assessed for ECL by categorising into
receivables fully backed by bank bills and not backed by bank bills.
Debtors with trade receivables backed by bank bills are assessed
individually taking into consideration of the credit rating and
reputation of the banks issuing the bills. The Group assessed the ECL
on trade receivables not backed by bank bills and contract assets
individually for debtors and contract assets with significant balance
and/or collectively based on provision matrix with appropriate
groupings based primarily on the debtors” and contract assets’ ageing
profiles. In determining the amount of impairment allowance, the
directors of the Company may consider the credit enhancement
under the insurance coverage as mentioned above. In this regard, the
directors of the Company consider that the Group'’s credit risk is
significantly reduced.
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RZZE—N\F+ZA=+—H BHEFHK
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REeREENRAEE -

AEEYERAEAERRREMERES
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EUFENEEREER NS REERL
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38. Financial Instruments (Continued)

b.

Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment (Continued)

Trade receivables and contract assets arising from contracts with
customers (Continued)

The credit risks on bank balances are limited because the
counterparties are banks/financial institutions with high credit ratings
assigned by international credit-rating agencies.

Other receivables are assessed individually and not included in
provision matrix. The credit quality of other receivables have been
assessed with reference to the historical information about the past
due information, default rate and the financial position of
counterparties. The directors of the Company consider that the credit
risk of other receivables is low in view of the good collection history.

The Group has concentration of credit risk as 30% (2017: 29%) of total
trade receivables represented amounts due from the Group’s largest
three (2017: three) trade debtors as at 31 December 2018. The
management is of the view that these trade debtors of the Group
have good trade record without default history and consider that the
trade receivable from these customers is recoverable.

Other than those described above, the Group has no significant
concentration of credit risk.
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38. Financial Instruments (Continued)

b.

Financial risk management objectives and policies
(Continued)

Credit risk and impairment assessment (Continued)

The tables below detail the credit risk exposures of the Group’s
financial asset, which are subject to ECL assessment:

ﬁﬂlﬂf/

TREREEBERBEKE)

ERERRRRERE (8
TRFNAKESREENEERR - UA
BrEREEEBERNE

Internal
credit 12-month
2018 Notes rating or lifetime ECL Gross carrying amount
A T=EARKE
—E-N\F Mzt fEEFR EHEERE HERTHE
RMB’000 RMB’000
AR®T T AR¥T T
Pledged bank deposits 24 (note i) 12-m ECL 108,910 108,910
BERRITIER (=) Tl AR E AR
Bank balances 24 (note i) 12-m ECL 258,981 258,981
RITRE R (1) T A AEREEEE
Other receivables 21 (note ii) 12-m ECL 11,149 11,149
H{th fE U IR (%) T+l AR EEEE
Trade receivables- goods and services 21 (note iii) Lifetime ECL 925,278
B S WA — B m R ARTE (Pt = i) (not credit-impaired)
mATEEEEBE
(FEEERIE)
(note iii) Credit-impaired 1,872 927,150
(Bt s i) EERE
Contract assets 23 (note iii) Lifetime ECL 19,257 19,257
BREE (B i) (not credit-impaired)
mETEHEEEE
(FEHEERIE)
Notes: BisE
0) For the purpose of internal credit risk management, the Group has made 0] HRABEERREENS AREE2EHE

reference to the external credit rating for its major bank balances.

(if) For the purposes of internal credit risk management, the Group uses past due
information to assess whether credit risk has increased significantly since
initial recognition. As at 31 December 2018, the Group has no past due other
receivables.

(iif) For trade receivables not backed by bank bills and contract assets, the Group
has applied the simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. Except for debtors with significant outstanding
balances amounted to RMB226,054,000 or credit-impaired, the Group
determines the expected credit losses on these items by using a provision
matrix as mentioned above.

The estimated loss rates are estimated based on historical observed
default rates over the expected life of the debtors and are adjusted for
forward-looking information that is available without undue cost or
effort. The grouping is regularly reviewed by management to ensure
relevant information about specific debtors is updated.

During the year ended 31 December 2018, impairment allowance of
RMB350,000 were made on debtors with credit impaired debtors.
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38. Financial Instruments (Continued)

38. €@ T A m)

b. Financial risk management objectives and policies cREREEEERBE )
(Continued)
Credit risk and impairment assessment (Continued) 5 AR KR ERE (&)
The following table shows the movement in lifetime ECL that has TRER TIREGETEAEHANE S EWK
been recognised for trade receivables under the simplified approach. FIEBRRETRHEEEIE -
Life-time ECL
(credit- impaired)
REEH
FEBE
(FERE)
RMB'000
ARBTT
As at 31 December 2017 and 1 January 2018 under HKAS 39 RIEBBEE |39 AT —+4F
t-A=t—-BR=ZF-/\¥—-A—H 1522
Changes due to financial instruments recognised as at 1 January: — A — BERH S /T A%

— Impairment losses recognised — EERBEEE 350
As at 31 December 2018 WZEBE-—NE+=ZA=+—H 1872
For trade receivables backed by bank bills, no allowance for ESRITEE AENESERFIBERANE
impairment has made since the directors of the Company consider Efs ARAAREERARELBERTZ
the probability of default is negligible taking into consideration of the BRAE » WE B BEITEENETHEE
credit rating and reputation of the banks issuing the bills. MG EEER . R R E R o
The Group writes off a trade receivable when there is information EEERBERERAERERENBRZE R
indicating that the debtor is in severe financial difficulty and there is WEEEMNEHITISN  AEBeMEEE 5
no realistic prospect of recovery, e.g. when the debtor has been FEUERIE - fflan - BEEBAD SR EKDE
placed under liquidation or has entered into bankruptcy proceedings, AWERF - 08 E 5 FE U I8 8 B R 4 LA
or when the trade receivables are over two years past due, whichever PR (AL B A E AE) o REBDYUEBA
occurs earlier. The Group has taken legal action against the debtors to RECEZITE A B % o
recover the amount due.

Liquidity risk REESRAR
In the management of the liquidity risk, the Group monitors and EEBRRBESRBE  NEBEIERER
maintains a level of cash and cash equivalents deemed adequate by EHEDATINIRSRIBESEEY - LA
the management to finance the Group's operations and mitigate the RNEFRLEREES  WHEBRSEER
effects of fluctuations in cash flows. The management monitors the B  TIEBERIRITERWMER -
utilisation of bank borrowings.
The following table details the Group's contractual maturity for its TEEHNAEFESHABENALEHA - %
financial liabilities. The table has been drawn up based on the ENBEAEEBNZNSEE AHERES R
undiscounted cash flows of financial liabilities based on the earliest BENREERSREREE - LHE 245
date on which the Group can be required to pay. Specifically, bank BIREREBERZBRITESR T AZEE
loans with a repayment on demand clause are included in the earliest RIER - MR ITEL BB RE Y
time band regardless of the probability of the banks choosing to R o HMpIEfTE S RmB B2 BE R DY
exercise their rights. The maturity dates for other financial liabilities are RigFET Y EBEHHERR -
based on the agreed repayment dates.
The table includes both interest and principal cash flows. To the extent ERBENBERASEESRE o HHEXAF
that interest flows are floating rate, the undiscounted amount is A X - B KRB S EIRREHEEFNN =X
derived from interest rate at the year of the reporting period. HHE o
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38. Financial Instruments (Continued) . 2T A
Financial risk management objectives and policies b. ﬁﬁﬂﬂ EEBEERBER(
(Continued)
Liquidity table REELSH
Weighted ~ Ondemand Total
average or less than 6 months Over undiscounted Carrying
interest rate 6 months to 1year 2-5years 5years cash flows amounts
i RAEA ~MEA KERES
FHRE HUR Z2-F -ERE EENE B REE
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTr ARETT ARETr ARETR ARET:
2018 ZB-N\f
Trade and other payables B 5 REMENFE NATEA 388,051 - - - 388,051 388,051
Amounts due to directors [EEE N/ATER 2,181 - - - 2,181 2,181
Bank borrowings fifﬂa n
— fixed rate — TR 490 363,745 258,003 - - 621,748 610,624
— variable interest rate — 28 527 159,547 141,372 - - 300,919 293,721
Obligation under a finance lease BEARERNZE
— fixed rate — T8 6.12 425 425 3,400 5,633 9,883 7,446
Other borrowings Hib g
— fixed rate —E8 350 472 27,295 - - 27,767 26,820
— variable interest rate — 8 9.28 12,220 9,741 5,903 - 27,864 26,306
926,641 436,836 9,303 5,633 1,378,413 1,355,149
2017 It a3
Trade and other payables BHREMERTE NATER 499434 - - - 499434 499434
Amounts due to directors ENEZFE N/ANEF 1840 = = = 1840 1840
Bank borrowings RITHER
— fixed rate — TR 428 398,144 217475 78921 - 694,540 675,804
— variable interest rate — %8 444 94,362 50,293 10,733 - 155,388 152,070
Obligation under a finance lease BERERMTE
— fixed rate — T8 6.12 425 425 3,400 6483 10,733 7818
Other borrowings HibfE
— fixed rate — & 316 559 35,722 36,281 35,160
— variable interest rate — 28 9.55 18928 12,988 21,960 5903 59,779 54,639
1,013,692 316,903 115014 12,386 1,457,995 1,426,765

The amounts included above for variable interest rate instrument for
non-derivative financial liabilities is subject to change if changes in
variable interest rates defer to those estimates of interest rates
determined at the end of the reporting period.
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38. Financial Instruments (Continued)

b. Financial risk management objectives and policies

(Continued)
Liquidity table (Continued)

Bank borrowings with a repayment on demand clause are include in
the “on demand or less than 6 months” time band in the above
maturity analysis. As at 31 December 2018, the aggregate carrying
amounts of these bank borrowings amounted to RMB13,143,000
(2017: RMB22,569,000). Taking into account the Group’s financial
position, the directors of the Company do not believe that it is
probable that the banks will exercise their discretionary rights to
demand immediate repayment. The directors of the Company believe
that such bank borrowings will be repaid 6 months after 31 December
2018 in accordance with the scheduled repayment dates set out in

the loan agreements.

Maturity analysis — bank borrowings with a repayment on demand

clause based on scheduled repayments:

ﬁﬁﬂl,\\ )
%nﬂﬂ EEARRBEE)
RBESR(E)

B 5 P 2SI SRR 2 SR1T 8 IR it B 28

AT A TEERERI DR
B - KT —
TERZARTRAE

AXNER] 2
NE+—_A=+—H " ZiF
4azE A AR 13,143,000

T(ZE—tF /\Eﬁzzz,%g,oooﬁ) o EE

AIAREEZHBMRR - EEBAE

RITTK

BEFTEEBE - Eiﬁ%@ﬂﬂ%%fx &
ERE ZRTERENR_F-N\F+=A

=t+—H®BEA  BREERHE

RN EHEER :

RAE ST —
KEE R ZRITERAT -

HATE 2 BE

RBREESTENARE

Total
Less than 6 months Over undiscounted Carrying
6 months to 1year 2-5 years 5years cash flows amounts
~MEA AUERS
SRAEA Z2-f —-ZEHE AFEHE B BREE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARE®TT AR®TT ARBTT ARETE ARETR
31 December 2018 —T-N\F
+=-h= 301 13,158 - - 13,459 13,143
31 December 2017 —T—+F
+-A=t+—8H 426 22,597 - 23,023 22,569
c. Fairvalue c¢ 2AnfE
The fair value of financial assets and financial liabilities are determined KEHEFTANEREENESHARE  BTE
in accordance with generally accepted pricing models based on NAERE - DIRBEARKEEREN KA
discounted cash flow analysis. ReERBBEEMEE °

The directors of the Company consider that the carrying amounts of

financial assets and financial liabilities recorded at amortised cost in

the consolidated financial statements approximate their fair values.
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39. Reconciliation of Liabilities Arising from Financing 39. R RMETBHEENEE
Activities
The table below details changes in the Group's liabilities arising from TRIFMIEAEBHRETHELENAEE
financing activities, including both cash and non-cash changes. Liabilities RS NIFR =) o Hﬁaéé@)%iﬁ’]ﬁ@m =
arising from financing activities are those for which cash flow were, or future ReneadARBEESRERSBEAERZEES
cash flow will be, classified in the Group'’s consolidated statement of cash BHERERARETHBZIRESRE ©
flows as cash flows from financing activities.
Obligation
Bank Other undera Interest Dividend
borrowings borrowings  finance lease Payables payable Total
MERE
BITHEN Hit g EfFE ERFIE EfRE @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETT ARETT ARETT ARETT ARETT
At 1 January 2017 RZE—tF—A—H 752,229 85377 8,168 845,774
Financing cash flows BERERE (77416) 4422 (850) (44,326) (27,500) (145,670)
Foreign exchange translation NV 5 3 (694) - - = = (694)
Interest expense FlE S - = 500 44326 = 44,826
Dividend 8N = = = = 27,500 27,500
Gross amount of bills receivable from  YTER f SM 2B & 5 B it s
external customers discounted BREZEER
with recourse [ ES vt 231,681 - - = = 231,681
Non-cash settlement of EHRENERZ
discounted bills receivable FReLE (77,926) - - - - (77,926)
At 31 December 2017 RZE—+F
+-A=1+—"H 827874 89,799 7818 = = 925491
Financing cash flows BERERE (97,867) (36,673) (850) (45,817) (54,800) (236,007)
Foreign exchange translation NI T 604 - - - - 604
Interest expense FEXH - - 478 45,817 - 46,295
Dividend ) - - - - 54,800 54,800
Gross amount of bills receivable from  YTER f SMEB & 5 K it 5
external customers discounted BREZBHR
with recourse e ZE a5 674,349 - - - - 674,349
Non-cash settlement of EHREUNERY
discounted bills receivable FReLE (500,615) - - - - (500,615)
At 31 December 2018 RZZE—N\4F
+-A=1—"H 904,345 53,126 7,446 - - 964,917
203 Zhengye International Holdings Company Limited
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40. Related Parties Transactions

(a)

(b)

(c)

(d)

Annual Report 2018

Name and relationship

Name

=L

40. BEALTRS
(a) BEBREHE
Relationship
e

Zhongshan City Zheng Ye Leasing Company Limited (“Zheng Ye Leasing”) Controlled by the controlling shareholders of the Company

FIUMmEXHEERRAR (EXER])

Related parties transactions
During the year, the Group entered into the following transactions
with related parties:

RAATE

(b)

TR AR SRR

BEALRS
RERN  REFRBFEALFTIATRS

2018 2017
—E-N\FE —T—+F
RMB’000 RMB'000
AR¥T T ARBTT
Rental expenses of property MERESRX
— Zheng Ye Leasing —E¥XHE 6,480 6,480

As at 31 December 2017, Zheng Ye Leasing also provided financial
guarantees to the Group to secure the banking facilities with an
aggregate amount of RMB149,060,000 obtained by the Group. As at
31 December 2017, the amount of utilised facilities was
RMB149,060,000. During the year, the financial guarantees was
terminated and the guarantee fee charged to the Group for the year
by Zheng Ye Leasing was RMB315,000 (2017: RMB450,000).

Rental deposit of RMB450,000 (2017: RMB450,000) paid to Zheng Ye
Leasing has been included in trade and other receivables in the
consolidated statement of financial position at 31 December 2018.

Guarantee fee payable to Zheng Ye Leasing of RMB nil (2017:
RMB450,000) has been included in trade and other payables in the
consolidated statement of financial position at 31 December 2018.

Related parties balances
Amounts due to directors are disclosed on note 28.
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40. Related Parties Transactions (Continued) 40. BEALRS (&)
(e) Compensation of key management personnel (e) TEEIEAENHH

The remuneration of directors and other members of key NTREERTEEBREEMKENEAN

management during the year was as follows: N
2018 2017
—Z2-N\F —E=—+F
RMB’000 RMB'000
ARBT AREEF T
Salaries and other benefits ﬁ%&ﬁ‘ﬂﬂﬁﬂ 24,188 19,867
Retirement benefits scheme contributions RIREHFET B R 329 780
24,517 20,647

The remuneration of directors and key executives is determined by
the remuneration committee having regard to the performance of
individuals and market trends.

In 2015 and 2017, Zheng Ye Packaging (Zhongshan) sold properties to
key managements amounted to RMB1,516,000 and RMB500,000
respectively. The outstanding balance at 31 December 2018
amounted to RMB250,000 (2017: RMB1,005,000) which had been
included in trade and other receivables in the consolidated statement
of financial position.
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41. Particulars of Subsidiaries of The Company 41. RATME A RNFE
Place of
incorporation/ Proportion ownership Proportion of
registration/ Paidupissued/  Class of interest held by voting power held
Name of subsidiary operations registered capital  shares hold the Company by the Company Principal activities
R/ i/ BART/  ADEREW ARAKEN
KEARAR B HRE  HERGOER kL 103 FERERLE IBER
At31December
Rt=A=1-H
2018 2017 2018 2017

Z3-0\F S —2-N\f S

TYAZ International Limited British Virgin Authorised US$50,000  Ordinary 100% 100%* 100% 100%  Investment holding
(‘Zheng Ye (BVI)) Islands U000+ E@K RERR
('the BVI') (2017:US510,000)
RERAHS £ S0000ET
20000%7T*

(2017 1000057E)

Zheng Ye International Hong Kong HK$10000  Ordinary 100% 100% 100% 100%  Investment holding
Company Limited ) 00008T LBk RERR
('Zheng Ye International’)

EXBRERAR

Zheng Ye Investments Limited Hong Kong HKST Ordinary 100% 100% 100% 100%  Investment holding
(‘Zheng Ye Investments) &% VEr LBk RERR

EXRARRAA

Shing Yip (Hong Kong) Hong Kong HK$10000  Ordinary 100% 100% 100% 100%  Investment holding
Investment Enterprises Limited % 000081 EEk RERR
('Shing Yip (Hong Kong)")

HE (BB REEEARAT

Zheng Ye Packaging the PRC HK$102000000  Ordinary 100% 100% 100% 100%  Manufacturing and operating of paper-based
(Zhongshan) Company Limited B 10200000087 @Ak packaging products, packaging related
('Zheng Ye Packaging (Zhongshan)’) business and printing of decorative

EEpE (R ERAR packaging products
(TEx8%(HW)]) FERBEOHARER

SHBRE
ReZEEERIRENR)

Zhongshan Yong Fa Paper Industry the PRC HK$106,500000  Ordinary 100% 100% 100% 100%  Manufacturing and sale of
Company Limited 1 10650000087 L@ paper-and paperboard
(‘Zhongshan Yong Fa Paper) EERBERALR

BIAEHEERAT
([l

Zhuhai Zheng Ye Packaging the PRC HK$12,000000  Ordinary 100% 100% 100% 100%  Manufacturing and sale of paper-based
Company Limited h 1200000087 E@K packaging products and related
('Zheng Ye Packaging (Zhuhai)') packaging service

KEEEREARAR EENHEANBRER
(Ex8%(%8)) Rif@RERE

Zhengzhou Zheng Ye Packaging the PRC RMB40,000000  Ordinary 100% 100% 100% 100%  Manufacturing and sale of paper-based
Company Limited A AREa00000r LRk packaging products and printing of
('Zheng Ye Packaging (Zhengzhou)') decorative packaging products

PNEXBRERAT EENHEARNBRER
([E£RE(EN)) R EERERIRER)
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41. Particulars of Subsidiaries of The Company (Continued) 41. XARIMB A RNFE &

Place of
incorporation/ Proportion ownership Proportion of
registration/ Paidupissued/  Class of interest held by voting power held
Name of subsidiary operations registered capital  shares hold the Company by the Company Principal activities
R/ BARA/  ADAREN ARAKEN
WELREH B dRRE  HERGER fEgERLE FERERLE TERH
At31December
Rt=A=+-8
2018 2017 2018 2017
“E-0\§ “EtF ZE-N\F i

Shijiazhuang Zheng Ye Packaging the PRC RMB20,000,000  Ordinary 100% 100% 100% 100%  Manufacturing and sale of paper-based
Company Limited A ARE00000  EEK packaging products and printing of
('Zheng Ye Packaging (Shijiazhuang)’) decorative packaging products

RREESDRERAA EENHEANBRER
([E8%(B5H))) R EERERIRER)

Wuhan Zheng Ye Alliance Packaging the PRC RMB35,000000  Ordinary 100% 100% 100% 100%  Manufacturing and sale of paper-based
Company Limited B ARE3s00000  EER packaging products and prining of
('Zheng Ye Packaging (Wuhan)) decorative packaging products

REFXBRRRARAR EENHEANBRER
(E#%(RE)) R EEEERIRER)

Hefei Hua Jia Packaging Service the PRC RMB10,000000  Ordinary N/A 100% N/A 100%  Deregistered in December 2018
Company Limited (‘Hefei Huajia’) $E ARE 1000000 EER REB-N\FTZ R

AEERREREARAR
([ak£E))

Zhongshan Rengo Hung Hing Paper the PRC USD53660000  Ordinary 58.7% 58.7% 58.7% 587%  Manufacturing and sale of paper
Manufacturing Company Limited HE S3660000%€T LRk and paper board
(Hung Hing’ EENHEANAR

TILBE BEEAERAR (RR])

Zhongshan Lianfa Transportation the PRC RMB5,000000  Ordinary 100% 100% 100% 100%  Transportation
Company Limited HE ARBs000007T  EER &8

B THSESERAT

Zhongshan Zhengye Transportation the PRC RMB3,000000  Ordinary 100% 100% 100% 100%  Transportation
Company Limited L ARB300007T  EBEk L]

BT ESERERAR

@ Except for Zheng Ye (BVI), the issued capital of all other companies is fully paid and * BRTYAZSN  FTBEM AR E BHTRAHEEHME - I

indirectly held by the Company. AARRIBERHA -

All subsidiaries established in the PRC are wholly foreign owned enterprises. FrBER BRI B AR BINEBERE -

None of the subsidiaries had any debt securities outstanding at the end of RERKFEREAERE - B AR EERRER

the year or at any time during the year. BISES °
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42. Details of a Non-Wholly Owned Subsidiary That Has

2. BFRERFEREZZHFZEWER

Material Non-Controlling Interests G
Place of incorporation Proportion of
and principal place ownership interests held by Profit allocated to Accumulated non-
Name of subsidiary of business non-controlling interests non-controlling interests controlling interests
WEARERE MBS L 4 B R B 5 ARERENMERRERLE Eatall dod Bl e Uil RitFRtES
31/12/2018 31/12/2017 31/12/2018 31/12/2017 31/12/2018 31/12/2017
—E-N\F = e —E-N\F b —E-N\F =Z—fF
+=A=+-8B +ZA=+-B +=A=t-B +ZA=+-H +=A=+-B +ZA=t+-H
RMB'000 RMB'000 RMB’'000 RMB'000
ARBT R ARBFL ARBTT ARBFT
Hung Hing Zhongshan, the PRC
B AT 41.3% 413% 21,355 30,537 179,654 158,299
2018 2017
= —EFtF
RMB’000 RMB'000
AR¥T T ARBFT
Current assets TmENEE 284,608 274,656
Non-current assets EREEE 411,528 420274
Current liabilities mEAE (247,878) (232,184)
Non-current liabilities EREBEE (13,261) (79,456)
Equity attributable to owners of the Company RAEIER AELEE (255,343) (224,991)
Non-controlling interests of Hung Hing B JE PR M R (179,654) (158,299)
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42. Details of a Non-Wholly Owned Subsidiary That Has

Material Non-Controlling Interests (Continued)

42.

BEEARFERERZIZTEMBL
AIFE (50

Year ended Year ended

31 December 31 December

2018 2017

BE-2-N\F HE_Z—tF

+=A=+—-H8 +ZA=+—H

LEE IEFE
RMB’000 RMB'000
ARBT T ARETTT
Revenue WA 908,982 736,506
Expenses s (857,275) (662,566)
Profit and total comprehensive income for the year F s &2 E S 51,707 73,940
Profit and total comprehensive income attributable to 282 B A FE(L 5 1) &
owners of the Company S HEW AR 30,352 43,403
Profit and total comprehensive income attributable to 318 88 7 3472 I 4 25 FE 1 S 7
the non-controlling interests of Hung Hing ZHENRBETE 21,355 30,537
Net cash inflows from operating activities REEBSREF5 76,734 147,456
Net cash used in investing activities WEXBFARSFE (15,252) (22,161)
Net cash used in financing activities RS ¥ FT AR € %5 (40,733) (96,307)
Net cash inflows FrisiR & 58 20,749 28,988
209 Zhengye International Holdings Company Limited
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43, Statement of Financial Position of the Company

43. AR ABMBARREK

2018 2017
—E-N\E —E—+F
RMB’000 RMB'000
ARBT AREEF T

Non-current Assets ERBEE
Unlisted investment in a subsidiary R—RIFELMHBRARAIRE 230,979 145,939
Amounts due from subsidiaries (note) NG =S - 111,338
230,979 257,277

Current Assets REEE
Bank balances and cash IRITRIE S EH 440 )
Other receivables H b e Y zkE 128 238
Amounts due from subsidiaries (note) NGRS 58,739 33,436
59,307 33,764
Current Liabilities REBAE

Other payables H fth fE T 5RIE 253 83
Amount due to directors JENEEHRIE 86 -
339 83
Net Current Assets MEEEFE 58,968 33,681
Total Assets less Current Liabilities BELERRBDER 289,947 290,958

Capital and Reserves EXR#HE
Share capital il 41,655 41,655
Share premium R AR B 92,968 92,968
Reserves R 155,324 156,335
Total Equity =B 289,947 290,958

Note:  The amounts due from subsidiaries shown as current and non-current assets are
based on the directors of the Company’s expectation on the timing of settlement at

the respective period end date.
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43. Statement of Financial Position of the Company

43. ARXBPHARREK (@)

(Continued)
Movement in the Company’s reserves KABREZ BT
Share Merger Retained
premium reserves profits Total
MR A SSE BHtHRE RE&EF et
RMB'000 RMB'000 RMB'000 RMB'000
AR¥ETT ARETT ARETFT ARETFTT
At 1 January 2017 R-_Z—+F—HF—H 92,968 97,559 63,150 253,677
Profit and total comprehensive FAREMNRE2ER B
income for the year - - 23,126 23,126
Dividend paid ERRE - - (27,500) (27,500)
At 31 December 2017 RZZ—+E+-A=1—H 92,968 97,559 58,776 249,303
Profit and total comprehensive FRHEM MK EEEE
income for the year - - 53,789 53,789
Dividend paid B E - - (54,800) (54,800)
At 31 December 2018 R N\F+_-_A=1+—8H 92,968 97,559 57,765 248,292
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Financial Summary

M E

Consolidated Results

mERE

For the year ended 31 December

BE+t-A=1+t—HLEE

2014 2015 2016 2017 2018
—E—mFE —ZET—HF ZT—XRF ET—+tF ZEB-N\E
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000

ARBTT ARBTT ARBTT ARETT AR%®TR
Revenue g A 1,714,190 1,807,765 2,074,090 2,414,127 2,848,016
Profit before tax B B4 AT A1) 59,766 56,718 124,909 242,839 154,014
Income tax expense Frfs®if > (11,277) (14,025) (15911) (29,597) (23,301)
Profit for the year F N5 A 48,489 42,693 108,998 213,242 130,713
Attributable to: FEAG -

the owners of the Company RAREA A 39,480 41,136 91,649 182,705 109,358
non-controlling interests FEPE R 9,009 1,557 17,349 30,537 21,355
48,489 42,693 108,998 213,242 130,713
Consolidated Assets and Liabilities EABEENAE
At 31 December
B+=—A=+—H
2014 2015 2016 2017 2018
—T—NF —ZET—hF ZET—XF T—+tF ZEB-N\E
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000

ARETT ARETT AR®TT ARBTT AR¥TR
Total assets mEE 2,566,508 2,499,010 2,425,965 2,561,870 2,557,823
Total liabilities BweE (1,910,061) (1,799,870) (1,617,827) (1,567,990)  (1,484,444)
Net assets FEE 656,447 699,140 808,138 993,880 1,073,379

Note 1:  The Company was incorporated in Bermuda on 18 August 2010 as an exempted company
with limited liability under the Bermuda Companies Act. Pursuant to a reorganisation
scheme to rationalise the structure of the Group in preparation for the public listing of the
Company’s shares on the Stock Exchange of Hong Kong Limited (the “Stock Exchange”),
the Company became the holding company of the companies now comprising the Group
on 4 March 2011. The financial summary has been presented on the basis that the
Company had been the holding company of the Group from the beginning of the earliest
period presented.

Note 2:  Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any of the
Company's shares listed on the Stock Exchange during the period from the date of the
Listing (i.e. 3 June 2011) to 31 December 2018.
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Mz AARR-Z2—2F/\A+N\BEBRERBARERR

ERMKRL A —RERRERAR - REAEEAEHER
ERHARZMBERDR([BRXMA]) LMARFROME
BEERBAARNEEESR  ARAR_F——F=A
PHEKARAKAEENEDRIMZRDF - BEHETY
BARBERFERVAFAGE - E/REEZERATNE
HMER -
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