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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company
Limited take no responsibility for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly
disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this
prospectus.

A copy of this prospectus, together with the documents specified in the paragraph under “Documents delivered to the Registrar of Companies in
Hong Kong and the Registrar of Companies in Bermuda” in Appendix VII to this prospectus, has been registered by the Registrar of Companies
in Hong Kong as required by section 342C of the Companies Ordinance. A copy of this prospectus, together with copies of the Application
Forms, has been filed with the Registrar of Companies in Bermuda in accordance with the Companies Act. The SFC, the Registrar of
Companies in Hong Kong and the Registrar of Companies in Bermuda take no responsibility for the contents of this prospectus or any of the
other documents referred to above.

The final Offer Price is expected to be determined by agreement among our Company and the Sole Global Coordinator (on behalf of the
Underwriters) on the Price Determination Date. The Price Determination Date is expected to be on or around Thursday, 17 March 2011 and, in
any event, not later than Thursday, 24 March 2011. The Offer Price will not be more than HK$1.93 per Offer Share and is currently expected to
be not less than HK$1.43 per Offer Share unless otherwise announced. Applicants for the Hong Kong Public Offer Shares are required to pay,
upon application and subject to refund, the indicative maximum Offer Price of HK$1.93 per Offer Share, together with brokerage of 1%, the
transaction levy of 0.003% imposed by the SFC and the Stock Exchange trading fee of 0.005%. The Sole Global Coordinator (on behalf of the
Underwriters) may, with our consent, reduce the indicative Offer Price range stated in this prospectus and/or reduce the number of Offer Shares
being offered pursuant to the Global Offering at any time prior to the morning of the last day for lodging applications under the Hong Kong
Public Offer. In such a case, notices of reduction of the indicative Offer Price range and/or the number of Offer Shares will be published in the
South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) and on our website at www.zhengye-cn.com and the
website of the Stock Exchange at www.hkexnews.hk not later than the morning of the last day for lodging applications under the Hong Kong
Public Offer. If, for whatever reason, the Company and the Sole Global Coordinator (on behalf of the Underwriters) are not able to agree on the
final Offer Price on or before the Price Determination Date, the Global Offering (including the Hong Kong Public Offer) will not proceed and
will lapse.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus,
including the risk factors set out in the section headed “Risk factors” in this prospectus.

Prospective investors of the Hong Kong Public Offer Shares should note that the Hong Kong Underwriters are entitled to terminate their
obligations under the Hong Kong Underwriting Agreement by notice in writing to be given by the Sole Global Coordinator (on behalf of the
Hong Kong Underwriters) upon the occurrence of any of the events set forth under the paragraph headed “Grounds for termination” in the
section headed “Underwriting” in this prospectus at any time prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Further details of the
terms of the termination provisions are set out in the paragraph headed “Grounds for termination” in the section headed “Underwriting” in this
prospectus. Prospective investors should carefully refer to that section for further details.

No action has been taken to permit an offering of the Offer Shares or the distribution of this prospectus in any jurisdiction other than in Hong
Kong. Accordingly, this prospectus or the related Application Forms may not be used for the purpose of, and does not (and is not intended to)
constitute an offer or invitation in any jurisdiction outside Hong Kong or in any circumstances in which such an offer or invitation is not
authorised or to any person to whom it is unlawful to make such an offer or invitation. The distribution of this prospectus or the related
Application Forms and the offering and sales of the Offer Shares in other jurisdictions may be restricted by law and therefore persons who
possess this prospectus or any of the related Application Forms should inform themselves about, and observe any such restrictions. Any failure
to comply with these restrictions may constitute a violation of applicable securities laws.
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EXPECTED TIMETABLE

We will issue an announcement in Hong Kong to be published in the South China Morning
Post (in English) and the Hong Kong Economic Times (in Chinese), and on our website at
www.zhengye-cn.com and the website of the Stock Exchange at www.hkexnews.hk if there is any
change in the following expected timetable of the Hong Kong Public Offer.

2011V

Latest time to complete electronic applications under HK
eIPO White Form service through the designated website
www.hkeipo.hk® . . . 11:30 a.m. on Thursday, 17 March

Application Lists open™ . .. .. ... ... L. 11:45 a.m. on Thursday, 17 March

Latest time to lodge WHITE and YELLOW Application
Forms® .. . ... ... 12:00 noon on Thursday, 17 March

Latest time to give Electronic Application Instructions to
HKSCC®™ 12:00 noon on Thursday, 17 March

Latest time to complete payment of HK e[PO White Form
applications by effecting internet banking transfer(s) or PPS
payment transfer(s) . ... ... .. ... .. ... 12:00 noon on Thursday, 17 March

Application Lists close . .. ........ ... ..... ... 12:00 noon on Thursday, 17 March
Expected Price Determination Date® . . . . ... ... ... . ... ... ... . ... . Thursday, 17 March

Announcement of the final Offer Price, the level of indication
of interests in the International Placing, the level of
applications in the Hong Kong Public Offer, and the basis
of allotment of the Hong Kong Public Offer Shares to be
published in (a) the South China Morning Post (in English)
and the Hong Kong Economic Times (in Chinese); (b) on
the website of our Company at www.zhengye-cn.com; and
(c) on the website of the Stock Exchange at
www.hkex.com.hk on or before . ... ... ... ... ... ... .. ... . . ... .. Friday, 25 March

Result of applications and Hong Kong identity card/passport/
Hong Kong business registration numbers of successful
applicants under the Hong Kong Public Offer to be
available under a variety of channels as described in the
section headed “How to apply for Hong Kong Public Offer
Shares — 15. Announcement of results of Hong Kong
Public Offer” in this prospectus including the website of our
Company at www.zhengye-cn.com, the website of the Stock
Exchange at www.hkexnews.hk and the website of Tricor
Investor Services Limited at www.tricor.com.hk/ipo/result
from. . . . . e Friday, 25 March

Despatch of share certificates of the Offer Shares or deposit of
share certificates of the Offer Shares into CCASS in respect
of wholly or partially successful applications to the Hong
Kong Public Offer on or before'” . .. ... ... ... ... ... . ... ... . ... .. Friday, 25 March



EXPECTED TIMETABLE

Despatch of HK e[PO White Form e-Auto Refund payment
instructions and refund cheques in respect of wholly
successful (if applicable) and wholly or partially
unsuccessful applications to the Hong Kong Public Offer

on or before'® ) Friday, 25 March
Dealings in the Shares on the Main Board to commence at

9:00 a.m. ON . . . .ttt Monday, 28 March
Notes:
1. Unless otherwise stated, all times and dates refer to Hong Kong local times and dates.
2. You will not be permitted to submit your application through the designated website www.hkeipo.hk after 11:30 a.m. on

the last day for submitting applications. If you have already submitted your application and obtained an application
reference number from the designated website prior to 11:30 a.m., you will be permitted to continue the application
process (by completing payment of application monies) until 12:00 noon on the last day for submitting applications,
when the application lists close.

3. If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong at
any time between 9:00 a.m. and 12:00 noon on Thursday, 17 March 2011, the Application Lists will not open and close
on that day. Further information is set out in the paragraph headed “12. Effect of bad weather on the opening of the
Application Lists” under the section headed “How to apply for Hong Kong Public Offer Shares” in this prospectus.

4. Applicants who apply for the Hong Kong Public Offer Shares by giving Electronic Application Instructions should refer
to the paragraph headed “9. How to apply by giving Electronic Application Instructions to HKSCC” under the section
headed “How to apply for Hong Kong Public Offer Shares” in this prospectus.

S. The Price Determination Date is expected to be on or about Thursday, 17 March 2011 and in any event, not later than
Thursday, 24 March 2011 (Hong Kong time). If, for any reason, our Company and the Sole Global Coordinator (on
behalf of all the Underwriters) are unable to reach an agreement on the final Offer Price, the Global Offering will not
proceed and will lapse.

6 HK eIPO White Form e-Auto Refund payment instructions and refund cheques will be made/issued in respect of wholly
or partially unsuccessful applications pursuant to the Hong Kong Public Offer and also in respect of wholly or partially
successful applications in the event that the final Offer Price is less than the price payable per Offer Share on
application. Part of the applicant’s Hong Kong identity card number or passport number, or, if the application is made
by joint applicants, part of the Hong Kong identity card number or passport number of the first named applicant,
provided by the applicant(s) may be printed on the refund cheque, if any. Such data would also be transferred to a
third-party for refund purpose. Banks may require verification of an applicant’s Hong Kong identity card number or
passport number before cashing the refund cheque. Inaccurate completion of an applicant’s Hong Kong identity card
number or passport number may lead to delay in encashment of or may invalidate the refund cheque.

— 11 —



EXPECTED TIMETABLE

7 Applicants who have applied on WHITE Application Forms or through HK eIPO White Form service for 1,000,000 or
more Hong Kong Public Offer Shares under the Hong Kong Public Offer and have indicated in their applications that
they wish to collect any refund cheques and share certificates in person, may do so from our Hong Kong Share
Registrar, Tricor Investor Services Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East, Hong Kong between
9:00 a.m. to 1:00 p.m. on Friday, 25 March 2011. Applicants being individuals who opt for personal collection must
not authorise any other person to make collection on their behalf. Applicants being corporations who opt for personal
collection must attend by their authorised representatives bearing letters of authorisation from their corporation
stamped with the corporation’s chop. Both individuals and representatives of corporations must produce, at the time of
collection, identification and (where applicable) documents acceptable to Tricor Investor Services Limited at the time of
collection. Applicants who have applied on YELLOW Application Forms for 1,000,000 or more Hong Kong Public
Offer Shares under the Hong Kong Public Offer may collect their refund cheques, if any, in person but may not elect to
collect their share certificates which will be deposited into CCASS for the credit of their designated CCASS
participants’ stock accounts or CCASS investor participant stock accounts, as appropriate. The procedures for
collection of refund cheques for YELLOW Application Form applicants are the same as those for WHITE Application
Form applicants. Applicants who apply for Hong Kong Public Offer Shares by giving electronic application instructions
to HKSCC should refer to the section headed “How to apply for Hong Kong Public Offer Shares — 9. How to Apply by
giving Electronic Application Instructions to HKSCC” in this prospectus for details. Uncollected share certificates (if
applicable) and refund cheques (if applicable) will be despatched by ordinary post at the applicants’ own risk to the
addresses specified in the relevant applications. Further information is set out in the section headed “How to apply for
Hong Kong Public Offer Shares — 17. Despatch/collection of share certificates, e-Auto refund payment instructions
and refund cheques” in this prospectus.

Share certificates for the Offer Shares will only become valid certificates of title at 8:00 a.m.
(Hong Kong time) on the Listing Date provided that (i) the Global Offering has become
unconditional; and (ii) the right of termination as described in the paragraph headed “Grounds for
termination” in the section headed “Underwriting” in this prospectus has not been exercised and has
lapsed.

— il —



CONTENTS

This prospectus is issued by Zhengye International Holdings Company Limited solely in
connection with the Hong Kong Public Offer and the Hong Kong Public Offer Shares and does not
constitute an offer to sell or a solicitation of an offer to buy any security other than the Hong Kong
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except as permitted under the applicable securities laws of such jurisdictions pursuant to registration
with or authorisation by the relevant securities regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this prospectus and the Application Forms
to make your investment decision.

We have not authorised anyone to provide you with information that is different from what is
contained in this prospectus.

Any information or representation not included in this prospectus must not be relied on by you
as having been authorised by us, the Sole Global Coordinator, the Sole Bookrunner, the Sole
Sponsor, the Joint Lead Managers, any of the Underwriters, any of our or their respective directors
or any other persons or parties involved in the Global Offering.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As
the following is a summary, it does not contain all the information that may be important to you and
you should read the prospectus in its entirety before you decide to invest in the Offer Shares.

There are risks associated with any investment. Some of the particular risks in investing in the
Offer Shares are set out in the section headed “Risk factors” in this prospectus. You should read that
section carefully before making any decision to invest in the Offer Shares.

Various expressions used in this summary are defined in the section headed “Definitions” in this
prospectus.

OVERVIEW

We are a manufacturer of paper-based packaging products in the PRC capable of offering
paper-based packaging services coupled with our own corrugated medium paper manufacturing
capability. Our Group is a production enterprise integrating the processes of recycling of waste
paper, manufacturing of corrugated medium paper, and production of paper-based packaging
products, which are used to substitute traditional packaging materials such as foam and plastic
materials that are generally considered to cause unfavourable effects on the environment.

Our principal products are: (i) paper-based packaging products, which mainly include
corrugated cartons and other ancillary products such as honeycomb paper-based products, and
are suitable for the packaging of consumer products, in particular household air-conditioners and
other small household appliances; and (ii) high-strength corrugated medium paper, which is divided
into different grades with different specifications to suit various industrial purposes, and is mainly
sold to manufacturers of corrugated paperboard and cartons (including our packaging
manufacturing subsidiaries, namely Zheng Ye Packaging (Zhongshan) and Zheng Ye Packaging
(Zhuhai)). In order to capture the increasing market demand, we have commenced the commercial
production of honeycomb paper-based products since December 2010.

The following table shows the breakdown of our revenue by business lines during the Track
Record Period:

Year ended 31 December Nine months ended 30 September
2007 2008 2009 2009 2010
% of % of % of % of % of
RMB000  Total ~ RMB000  Total ~ RMB000  Total RMB000  Total RMB000  Total
(unaudited)

Revenue by product
Paper-based packaging

products 297,989 43.3% 371,571 44.4% 388,497 52.3% 275,431 51.8% 422,635 55.7%
Corrugated medium
paper 389,556 56.7% 464,838 55.6% 354,854 47.7% 256,135 48.2% 335,526 44.3%

Total 687,545 100.0% 836,409 100.0% 743,351 100.0% 531,566 100.0% 758,161 100.0%



SUMMARY

The following table shows the breakdown of our Group’s sales of paper-based packaging
products to manufacturers of household air-conditioners, small household appliances and food
condiment in the PRC during the Track Record Period:

Year ended 31 December

Nine months ended
30 September

2007 2008 2009 2010

% of % of % of % of
RMB000 Total RMB000 Total RMB’000 Total RMB’000 Total

Customer segment
Household air-conditioners 167,406 56% 185,907 50% 185,845 48% 253,023 60%
Small household appliances 25,909 9% 66,960 18% 82,216 21% 80,731 19%
Food condiment 43,995 15% 64,431 17% 77,096 20% 56,096 13%
Others 60,679 20% 54,273 15% 43,340 11% 32,785 8%
Total 297,989  100% 371,571 100% 388,497  100% 422,635  100%

Apart from internal use within our Group, we also sell our Group’s corrugated medium paper
to third parties. The following table shows the breakdown of the percentage of our Group’s
corrugated medium paper sold to third parties and our Group’s companies respectively during the

Track Record Period:

Third parties (note)
Our Group’s companies

Note:

Quantity sold by product

Paper-based packaging products (000 sq.m.)

Corrugated medium paper (C000 tonne)

Average selling price (RMB)

Paper-based packaging products (per sq.m.)

Corrugated medium paper (per tonne)

OUR PRODUCTS

Year ended 31 December

2007

90,801

165

33

2,361

Nine months

ended

Year ended 31 December 30 September
2007 2008 2009 2010
85% 87% 78% 78%
15% 13% 22% 22%

Third parties include manufacturers of corrugated paperboard and cartons other than our Group’s companies.

Nine months ended
30 September

2008 2009 2009 2010
(unaudited)

109,895 127,406 89,765 119,750

177 183 134 123

34 3.0 3.1 3.5

2,626 1,939 1,911 2,728

Our principal products are: (i) paper-based packaging products, which mainly include
corrugated cartons and other ancillary products such as honeycomb paper-based products; and
(i1) high-strength corrugated medium paper. Approximately 43.3%, 44.4%, 52.3% and 55.7% of our
total revenue during the Track Record Period was generated from our paper-based packaging
products, of which approximately 24.3%, 22.2%, 25.0% and 33.4% of our total revenue was
generated from our sales to household air-conditioner manufacturers.



SUMMARY

According to the Synovate Report commissioned by our Group, paper-based packaging for
household air-conditioners in the PRC accounted for approximately 24.0% of the total revenue
generated in the PRC paper-based packaging business for major household appliances (commonly
known as “white goods”) in 2009. We were the largest supplier of paper-based packaging products
for household air-conditioners in the PRC and our sales volume and revenue accounting for
approximately 28.7% and 25.7% of the total paper-based packaging products for household air-
conditioners in the PRC for the year ended 31 December 2009, respectively. Further, according to
the China Packaging Federation, we were the largest supplier of paper-based packaging products for
household air-conditioners in the PRC in terms of production volumes for the year ended 31
December 2009. For background and industry standing of the China Packaging Federation, please
refer to the section headed “Definitions” in this prospectus. For the year ended 31 December 2009,
our Group’s paper-based packaging products accounted for approximately 30.5% of the total
production volume of the paper-based packaging products for air-conditioners in the PRC. We sell
our paper-based packaging products to consumer product manufacturers in various industries,
targeting in particular major manufacturers of white goods, such as Gree, Midea and Galanz.

As we consider the quality of corrugated medium paper is very critical for the production of
our high-quality paper-based packaging products, our Group also manufactures high-strength
corrugated medium paper, which could satisfy our Group’s demand for corrugated medium paper
for producing our paper-based packaging products. We are also committed in the continuous
development and production of low quantum corrugated medium paper. This could ensure the stable
supply of quality raw materials for our Group’s production of paper-based packaging products.

OUR CUSTOMERS AND SUPPLIERS

The target customers of our paper-based packaging products are large scale manufacturers of
household appliances, food condiment, information technology and consumer electronics in the
PRC. Our Group intends to build long term relationships with them, and adopts the system of
placing orders for individual batches of purchase in our business. In addition, we have established a
stable corrugated medium paper customer base, which we also adopt the sales model of orders for
individual batches of purchase. Currently, we manufacture and sell corrugated medium paper and
paper-based packaging products, major customers of which are manufacturers of corrugated
paperboard and cartons and consumer products in various industries such as household appliances,
food condiment, motor bike and information technology products. For each of the three years ended
31 December 2009 and nine months ended 30 September 2010, we had a total of 333, 274, 331 and
346 customers respectively, most of whom have an average of three to seven years of business
relationship with our Group. Our Group has established long term business relationship of
approximately seven years with our major customers, such as Gree, Midea and Galanz, all of whom
are the major household appliances manufacturers in the PRC.
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The percentage of sales to Gree, Midea and Galanz during the Track Record Period was as
follows:

Nine months

ended

Year ended 31 December 30 September

2007 2008 2009 2010

% to % to % to % to

total sales total sales total sales total sales

Gree 14.2 12.3 14.3 19.0
Midea 5.3 6.1 6.8 8.9
Galanz 2.3 6.6 10.9 10.3

In order to obtain better pricing terms from our suppliers and to avoid reliance on any single
source of supply, we maintain close business relationships with a number of suppliers for principal
raw materials and coal. We had a total of 415, 467, 412 and 357 suppliers for each of the three years
ended 31 December 2009 and nine months ended 30 September 2010, respectively, having an average
of three to seven years of business relationship with our Group. As we maintain good relationship
with our suppliers, we can benefit from assured quality, competitive purchase prices and steady and
in-time deliveries, which, in turn, leads to the reduction of inventory costs. As the principal raw
materials (including waste paper and raw paper) and coal are not rare or difficult to source, our
Directors do not anticipate any material difficulties in sourcing them. During the Track Record
Period, we did not experience any material shortage of the principal raw materials. To maintain our
business flexibility, our Group has not entered into any long-term agreements with our suppliers.

OUR PRODUCTION FACILITIES
Production line of corrugated cartons

As at the Latest Practicable Date, our Group carried out our production activities in our paper
production plant in Zhongshan, Guangdong Province, the PRC and our four paper-based packaging
processing plants in Zhongshan and Zhuhai, Guangdong Province, the PRC, respectively, occupying
a total gross floor area of approximately 178,090 sq.m..

For our four paper-based packaging processing plants, we have eight production lines, with an
aggregate annual designed production capacity of approximately 316,180,000 sq.m. of corrugated
cartons and other ancillary products such as honeycomb paper-based products, six of which are for
the production of corrugated cartons and the remaining two are for the production of honeycomb
paper-based products. Among these eight production lines, three of them were not put into
operation during the Track Record Period, one for corrugated cartons and two for honeycomb
paper-based products. The production line of corrugated cartons of our Zheng Ye Packaging
(Zhuhai) was set up in September 2010, and commenced production in December 2010. The two
production lines of honeycomb paper-based products were fully set up in the first half of 2010, and
began trial production on 30 September 2010 with the completion of the first sales order in
December 2010. Our Directors have concluded that no impairment provision should be made for
these three production lines on the basis that these production lines will benefit our Group’s
operations in the foreseeable future. Most of the remaining production lines attained utilisation rate
of more than 70% for the period of nine months ended 30 September 2010.
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Production line of corrugated medium paper

As at the Latest Practicable Date, our Group had one production line with an aggregate annual
designed capacity of approximately 220,000 tonnes corrugated medium paper, comprising three
paper making machines and pulp deeding systems. We are in the process of setting up the fourth
paper making machine with an annual designed capacity of approximately 80,000 tonnes corrugated
medium paper, which is scheduled to commence its operation in the second half of 2011. The paper
making machines in operation attained an effective operating ratio of not less than 90% for the
period of nine months ended 30 September 2010. All pulp feeding systems and paper making
machines are supported by automated online quality control to ensure effective quality assurance for
the products.

For details of our production facilities, please refer to “Business — Production — Production
facilities” in this prospectus.

EXPANSION PLAN

In view of the potential business opportunity in the central China area, we intend to set up a
paper-based packaging production plant with three production lines in Zhengzhou, Henan Province,
the PRC, which is expected to contribute to our Group an additional annual production capacity of
up to approximately 106,920,000 sq.m. of corrugated cartons, 7,700,000 sq.m. of honeycomb paper-
based products and other ancillary products starting from the fourth quarter of 2011. In addition,
Zheng Ye Packaging (He Fei) was established on 10 September 2010 for setting up our new
production base in Hefei, Anhui Province, the PRC, where it is expected to become a growing hub
for the household appliance industry. It is expected that this production base with three production
lines will contribute to our Group an additional annual production capacity of up to approximately
148,500,000 sq.m. of corrugated cartons, 7,700,000 sq.m. of honeycomb paper-based products and
other ancillary products starting from the first quarter of 2012. Our Group has filed with the
competent authority regarding the construction plan of infrastructure such as factory and office
building for our Hefei project, but we have yet to undergo procedures regarding land use,
environmental protection, construction planning, etc. The Zhengzhou project is still in a preliminary
stage and our Group is in the process of setting up a company in Zhengzhou, Henan Province, the
PRC to undertake this project.
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The following table sets forth, among others, the details of our expansion plan, estimated total
investment up to the Latest Practicable Date and sources of funding:

Details of expansion plan

To establish a production plant
in Zhengzhou, the PRC, to
engage in the manufacturing
of paper-based packaging
products and the printing of
decorative packaging
products.

To establish a production plant
in Hefei, the PRC, to
engage in the manufacturing
of paper-based packaging
products and the printing of
decorative packaging
products.

Date of expected Total investment Expected time of
commencement up to the Latest completion of

Status of expansion of production Practicable Date payment

Nil By the third
quarter of 2012

Our Group is in the course Fourth quarter
of obtaining the of 2011
regulatory approval and
shall apply to the
competent authorities for
all the applicable licences
and permits in due
course.

Construction is expected
to commence in the
second quarter of 2011.

RMB6,750,000 By the first
quarter of 2013

Zheng Ye Packaging
(He Fei) was established
in the PRC on 10
September 2010. Our
Group shall apply to the
competent authorities for
all the applicable licences
and permits in due
course.

First quarter of
2012

Construction is expected
to commence in the
second quarter of 2011.

SUMMARY OF FINANCIAL INFORMATION

Estimated total

investment (RMB) and

sources of funding

RMBI133,300,000;
Net proceeds from
the Global Offering
and working capital

RMB122,300,000;
Net proceeds from
the Global Offering
and working capital

The selected summary information of our combined statements of comprehensive income and
combined statements of financial information for the years ended 31 December 2007, 2008 and 2009
and the nine months ended 30 September 2009 and 2010 and the selected summary information of
our combined balance sheets as at 31 December 2007, 2008 and 2009 and 30 September 2010 were
extracted from our combined financial information included in the accountant’s report of our
Company set out in Appendix I to this prospectus. You should read the entire financial information,
including the notes thereto, included in Appendix I to this prospectus for more details.
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The table below sets forth the summary information of our combined statements of
comprehensive income for the three years ended 31 December 2007, 2008 and 2009 and the nine
months ended 30 September 2009 and 2010:

Combined statements of comprehensive income

Nine months ended

Year ended 31 December 30 September
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Revenue 687,545 836,409 743,351 531,566 758,161
Cost of sales (566,486) (733,530) (604,273) (428,314) (619,059)
Gross profit 121,059 102,879 139,078 103,252 139,102
Other income 11,056 5,610 6,528 4,834 4,803
Other gains and losses (179) 2,208 (894) (16) 12,835
Distribution and selling expenses (17,362) (20,130) (20,504) (14,666) (17,109)
Administrative and other expenses (36,538) (42,424) (38,877) (27,503) (42,353)
Finance costs (10,520) (17,860) (13,062) (9,715) (11,940)
Profit before tax 67,516 30,283 72,269 56,186 85,338
Income tax expense (7,181) (5,817) (10,005) (7,546) (13,883)

Profit and total comprehensive income
for the year/period 60,335 24,466 62,264 48,640 71,455

Earnings per share
Basic (RMB) 0.16 0.07 0.17 0.13 0.19

The table below sets forth the summary information of our combined balance sheets as at 31
December 2007, 2008 and 2009 and 30 September 2010:

Combined statements of financial position

As at
As at 31 December 30 September
2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 239,486 280,794 289,577 354,188
Current assets 504,314 487,449 599,549 788,109
Current liabilities 478,859 491,776 559,200 798,075
Net current assets (liabilities) 25,455 (4,327) 40,349 (9,966)
Total assets less current liabilities 264,941 276,467 329,926 344,222
Non-current liabilities 13,293 10,692 15,431 15,994
Total equity 251,648 265,775 314,495 328,228

Our Results of Operations

The revenue generated from our paper-based packaging products accounted for approximately
43.3%, 44.4%, 52.3% and 55.7% of our total revenue for each of the three years ended 31 December
2009 and the nine months ended 30 September 2010, respectively. The average selling price per sq.m.
of our paper-based packaging products was stable and maintained at a range from approximately
RMB3.0 per sq.m. to RMB3.5 per sq.m. during the Track Record Period, whereas sales from and
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contribution from the sales of our paper-based packaging products sales increased throughout the
Track Record Period, due to our growing emphasis on promoting our paper-based packaging
products, increasing demand by customers for such products due to favourable market conditions, as
well as our effort in expanding our customer base from focusing on the air-conditioning industry in
the past to a wider range of industries, including the household appliance and food condiment
industries during the Track Record Period. With the rising portion of revenue generated from the
paper-based packaging products, we recorded an increasingly stable overall gross profit margin
during the Track Record Period. This is mainly attributable to higher stability in pricing and cost
structure of paper-based packaging products segment. On the other hand, as a result of the rising
portion of revenue generated from the paper-based packaging products, we may face a risk of longer
payment cycle as a result of longer credit period we grant to the customers of our paper-based
packaging products. For details, please refer to the section “Financial information — Description of
certain components of statements of comprehensive income — Revenue — Paper-based packaging
products” in this prospectus.

The revenue generated from our corrugated medium paper accounted for approximately
56.7%, 55.6%, 47.7% and 44.3% of our total revenue for each of the three years ended 31 December
2009 and the nine months ended 30 September 2010, respectively. Our Group prioritises the internal
supply of corrugated medium paper for the production of our paper-based packaging products with
a view to ensuring product quality. We only consumed approximately 1%, 24%, 10% and 4% of
corrugated medium paper from third parties for each of the three years ended 31 December 2009 and
the nine months ended 30 September 2010, respectively. Thus, Yong Fa Paper plays an important
part in our integrated operations by satisfying the operation needs of Zheng Ye Packaging
(Zhongshan) and Zheng Ye Packaging (Zhuhai) and generating stable revenue to our Group by
selling its quality corrugated medium paper to third parties. For the same period, after the internal
consumption of corrugated medium paper for our own production of paper-based packaging
products, approximately 85%, 87%, 78% and 78% of our corrugated medium paper was sold to
third parties. While the sales volume was growing steadily during the Track Record Period, the
average selling price per tonne of our corrugated medium paper maintained at a range from
approximately RMBI1,911 to RMB2,728. For details, please refer to the section “Financial
information — Revenue — Corrugated medium paper” in this prospectus.

Nine months

ended
Year ended 31 December 30 September
2007 2008 2009 2009 2010
(unaudited)
% % % % %
Gross Profit Margin
Paper-based packaging products 18.2% 18.4% 21.5% 22.4% 18.8%
Corrugated medium paper 17.1% 7.4% 15.6% 16.3% 17.7%
Overall 17.6% 12.3% 18.7% 19.4% 18.3%

Our gross profit for each of the three financial years ended 31 December 2009 and the nine
months ended 30 September 2010 was approximately RMBI121.1 million, RMB102.9 million,
RMBI139.1 million and RMB139.1 million, respectively, while our gross profit margin for each of the
three financial years ended 31 December 2009 and the nine months ended 30 September 2010 was
approximately 17.6%, 12.3%, 18.7% and 18.3%, respectively.



SUMMARY

Our Group’s gross profit margin for corrugated medium paper dropped significantly from
approximately 17.1% for the year ended 31 December 2007 to approximately 7.4% for the year
ended 31 December 2008. As the then prevailing market price of corrugated medium paper dropped
significantly in late 2008 after the outburst of the global financial crisis, our Group adjusted the
selling price of our corrugated medium paper accordingly. Since the average selling price of our
corrugated medium paper after the outburst of the crisis in late 2008 decreased at a greater rate than
that of our average purchase cost of waste paper for the year 2008, our gross profit margin
decreased.

Throughout the year 2009, our gross profit margin for corrugated medium paper improved
significantly due to the gradual improvement in the global economy after the financial crisis. Our
Group’s gross profit margin for corrugated medium paper then increased from approximately 15.6%
to 17.7% for the year ended 31 December 2009 to the nine months ended 30 September 2010. During
the same period, the gross profit margin for paper-based packaging products increased to
approximately 21.5% for the year ended 31 December 2009 but then decreased to approximately
18.8% for the nine months ended 30 September 2010. The decrease in the gross profit margin of
paper-based packaging products was mainly due to the increase in the cost of raw paper during the
nine months ended 30 September 2010. For details please refers to the section “Financial
information — Description of certain components of statements of comprehensive income —
Gross profit and gross profit margin” in this prospectus.

During the three months ended 31 December 2010, our Group’s unaudited total revenue was
approximately RMB315.7 million, which has grown steadily, on an average total revenue per quarter
basis, when compared to the revenue of approximately RMB758.2 million for the nine months ended
30 September 2010. The unaudited revenue of our paper-based packaging products and corrugated
medium paper was approximately RMB163.6 million and RMB152.1 million, respectively. The gross
profit margin of our Group dropped from approximately 18.3% for the nine months ended 30
September 2010 to approximately 15.3% for the three months ended 31 December 2010 and this
drop was mainly due to the decrease in gross profit margin of both our paper-based packaging
products and corrugated medium paper, resulting from the increase in average purchasing cost of the
waste paper and raw paper of our Group.

As the prevailing market price of waste paper and raw paper is largely determined by market
supply and demand, which is affected by the global economic conditions, it is neither a seasonal
pattern nor caused by any one-off factors. Based on the experience of our Directors and our
management, it is common to experience fluctuations in the purchase cost of waste paper and raw
paper during the course of business.

Our Group’s net profit margin decreased from approximately 9% for the nine months ended 30
September 2010 to approximately 3% for the three months ended 31 December 2010. Apart from the
decrease in our gross profit margin as discussed above, there was a decrease in other gains and an
increase in administrative expenses during the three months ended 31 December 2010, mainly
attributable to (i) our Group recorded a one-off gain on the disposal of property plant and
equipment of approximately RMB13.8 million made during the nine months ended 30 September
2010, and (ii) the listing expenses, which was non-recurring in nature, amounted to approximately
RMB6.2 million was recognized for the three months ended 31 December 2010, as compared to the
amount of approximately RMBS5.1 million recognised in listing expenses for the nine months ended
30 September 2010.
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As the decline in the net profit margin of our Group is, to a large extent, due to factors that are
non-recurring in nature, our Directors are of the view that the operation of our Group was not
materially adversely affected. Accordingly, our Directors have confirmed that there have been no
material adverse changes in our financial and trading position or prospects since 30 September 2010
and during the three months ended 31 December 2010.

Our Directors are not aware that the changes in the average selling price of our products and
average purchase cost of the raw materials since December 2010 up to the Latest Practicable Date
had material adverse impact on our Group’s gross profit margin.

We had net current liabilities of approximately RMB4.3 million and RMB10.0 million as at 31
December 2008 and 30 September 2010, respectively. Our net current liabilities positions were
principally attributed to the utilisation of short-term bank borrowings from licensed banks in the
PRC to finance our business operations and capital expenditure for the respective financial periods.
For details, please refer to the section “Financial information — Liquidity, financial resources and
capital structure” in this prospectus.

Our Directors have confirmed that as at 31 December 2010, our Group remained at a net
current liabilities position which was mainly due to a decrease in our bank and cash balances after 30
September 2010 resulting from the distribution of dividend to our major Shareholders during the
three months ended 31 December 2010.

Our Directors have confirmed that there have been no material adverse changes in the financial
and trading position or prospects of our Group since 30 September 2010 and up to the date of this
prospectus.

The Company shall publish its result announcement for the financial year ended 31 December
2010 by no later than 31 March 2011 in compliance with Rule 13.49(1)(ii) of the Listing Rules (the
expected date of publication is 31 March 2011).

LEGAL AND REGULATORY MATTERS

We breached certain laws and regulations inadvertently during the Track Record Period of
different nature, including failure to arrange our properties for proper procedural check by the
relevant government authorities, failure to provide housing provident fund for certain employees
and delayed in making capital contribution in certain PRC subsidiaries within the required time
frame. As at the Latest Practicable Date, we had taken remedial actions to rectify the non-
compliance incidents. For details of such non-compliance incidents, remedial actions taken and
status, please refer to the section headed “Business — Legal and regulatory matters” in this
prospectus.

PRC GOVERNMENT’S INITIATIVES TO ENCOURAGE SPENDING ON HOUSEHOLD
APPLIANCES

Due to strong personal disposable income growth and rising living standards in the PRC, it is
expected that the demand for “white goods” in terms of quality and value will continue to rise.
Moreover, with the implementation of the Rural Appliance Rebate Program which encourages
spending on household appliances, it is expected that the overall sales of household appliances shall
continue to increase. Our Directors believe that such initiative to encourage spending on household
appliances could stimulate the demand for household appliances, which would increase the demand
of our paper-based packaging products by our customers, which include major manufacturers of
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household appliances. Sales of approximately RMB193.3 million, RMB252.9 million, RMB268.1
million and RMB333.8 million, representing approximately 65%, 68%, 69% and 79% of our revenue
from the paper-based packaging product segment was derived from household appliances
manufacturers for the three years ended 31 December 2009 and nine months ended 30 September
2010, respectively, and which accounted for approximately 28%, 30%, 36% and 44% of our total
revenue for the same period. The Rural Appliance Rebate Program will expire on 30 November 2012
and another state policy, the Change of the Old for New Program, will expire on 31 December 2011.
In addition, social advocacy of environmental protection would also fuel the demand for more
environmentally friendly packaging. In particular, our Directors believe that the recent trend to fully
replace the use of foam and plastic in packaging has induced the demand for alternative packaging
materials (such as corrugated medium paper) and alternative packaging products (including
corrugated paperboards and cartons), which in turn accelerates the growth potential for our paper-
based packaging products. According to the Packaging Report, as the development of the PRC
packaging industry and the consumer demand are highly correlated, it is expected that there will be
an enormous growth potential at a CAGR of approximately 14.9% in the corrugating carton
packaging industry in the PRC for the next three years.

Our Directors believe that our Group is competitive and well positioned in the paper-based
packaging industry to capture the anticipated growth in the demand in the PRC for quality
corrugated medium paper and paper-based packaging products, which are used to substitute
traditional packaging materials such as foam and plastic materials that are generally considered to
cause unfavourable effects on the environment, given that (i) our Group focuses on serving large
scale household appliances enterprises with paper-based packaging products with strong emphasis
on packaging design and products development which can substitute traditional packaging
materials; (ii) our long-term relationship with our major customers (many of which are reputable
brand-name holders in the PRC); (iii) our highly automated production lines and stringent quality
control measures; (iv) our own capability to produce high quality corrugated medium paper to
ensure the stable supply and quality of critical raw materials for our Group’s packaging business;
and (v) our professional and experienced management team with in-depth knowledge in the industry.

PROPOSED USE OF NET PROCEEDS

Our Directors intend to apply the net proceeds from the Global Offering to finance our capital
expenditure and business expansion, strengthen our capital base and improve our overall financial
position. Based on the Offer Price of HK$1.68 (being the mid-point of the indicative Offer Price
range between HK$1.43 and HKS$1.93), the net proceeds from the Global Offering, assuming the
Over-allotment Option is not exercised, and after deduction of underwriting commission and
estimated expenses payable by us in relation to the Global Offering, are estimated to be
approximately HK$175.5 million. Our Directors currently intend to apply such net proceeds from
the Global Offering as follows:

° approximately HK$61.4 million (equivalent to approximately 35% of our total estimated
net proceeds) on setting up the manufacturing facilities in our new production base in
Hefei, the PRC;

) approximately HK$52.7 million (equivalent to approximately 30% of our total estimated
net proceeds) on setting up the manufacturing facilities in our new production base in

Zhengzhou, the PRC;

) approximately HK$31.6 million (equivalent to approximately 18% of our total estimated
net proceeds) on upgrading our production facilities;
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° approximately HK$8.8 million (equivalent to approximately 5% of our total estimated
net proceeds) on research and development;

° approximately HK$3.5 million (equivalent to approximately 2% of our total estimated
net proceeds) on upgrading our ERP system;

° approximately HK$17.5 million (equivalent to approximately 10% of our total estimated
net proceeds) for general working capital purposes.

We intend to apply the net proceeds for the above usages as soon as the funds are available.

In the event that the Offer Price is finally determined at the highest end of the indicative Offer
Price range, the net proceeds from the Global Offering will increase by approximately HK$30.2
million. Our Directors intend to apply such additional net proceeds for the above usages in the
proportions as referred to above.

If the Offer Price is finally determined at the lowest end of the indicative Offer Price range, the
net proceeds from the Global Offering will reduce by approximately HK$30.2 million. In such event,
our Directors intend to reduce the intended use of proceeds for the above stated purposes on pro-
rata basis and we will finance such shortfall by internal cash resources and/or additional bank
borrowings, as and when appropriate.

If the Over-allotment Option is exercised in full, the net proceeds from the Global Offering will
increase to approximately HK$205.9 million, assuming an Offer Price of HK$1.68 per Offer Share,
being the mid-point of the proposed Offer Price range. If the Offer Price is set at the high-end or low-
end of the proposed Offer Price range, the net proceeds from the Global Offering (including the
proceeds from the exercise of the Over-allotment Option) will increase by approximately HK$34.7
million or decrease by approximately HK$34.7 million, respectively. We intend to apply the
additional net proceeds to the above uses in the proportion stated above.

To the extent that the net proceeds from the Global Offering are not immediately required for
the above purposes or if we are unable to effect any part of our future development plans as
intended, we may hold such funds in short-term deposits with licensed banks and/or authorised
financial institutions in Hong Kong and/or the PRC for so long as it is in our best interest. We will
also disclose the same in the relevant annual report.

STATISTICS OF THE GLOBAL OFFERING

Based on the Based on the

minimum indicative maximum indicative

Offer Price of Offer Price of

HK$1.43 HK$1.93

Market capitalisation” HK$715.0 million HK$965.0 million

Prospective price/earnings multiple 7.5 times 10.1 times
on a pro forma fully diluted basis®®

Pro forma adjusted combined net tangible assets per HKS$1.07 HK§$1.19

Share®
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Notes:

(1) The calculation of market capitalisation is based on 500,000,000 Shares expected to be in issue following the completion
of the Global Offering and the Capitalisation Issue, but takes no account of any Shares which may be issued upon
exercise of the Over-allotment Option and the Shares which may be issued pursuant to the exercise of any options which
may be granted under the Share Option Scheme.

(2)  Prospective price/earnings multiple on a pro forma fully diluted basis is calculated based on the unaudited pro forma
estimated earnings per Shares at the respective Offer Price of HK$1.43 per Offer Share and HK$1.93 per Offer Share.

(3)  The unaudited pro forma adjusted combined net tangible assets per Share is arrived at after making the adjustments set
forth in the section headed “Unaudited pro forma financial information” in Appendix II to this prospectus and on the
basis of a total of 500,000,000 Shares expected to be in issue following the completion of the Global Offering and the
Capitalisation Issue, but takes no account of any Shares which may be issued upon exercise of the Over-allotment
Option and the Shares which may be issued pursuant to the exercise of any options which may be granted under the
Share Option Scheme.

If the Over-allotment Option is exercised in full, the number of Shares in issue will increase by
18,750,000 Shares (without taking into account any Shares that may be allotted and issued pursuant
to the exercise of any options that may be granted under the Share Option Scheme).

PROFIT ESTIMATE FOR THE FINANCIAL YEAR ENDED 31 DECEMBER 2010

Estimated combined net profit attributable to
equity holders of our Company
for the year ended 31 December 2010 " .. .. ... ... ... .. Not less than HK$95.2 million or
RMBS80.0 million

Unaudited pro forma estimated earnings per Share
for the year ended 31 December 2010 . ... .. ... .. ... Not less than HK$0.19 or RMBO0.16

Notes:

(1)  The bases on which the above profit estimate has been prepared are set out in the section headed “Profit estimate for the
financial year ended 31 December 2010” in Appendix I1II to this prospectus. Our Directors have prepared the estimated
combined profit attributable to equity holders of our Company for the year ended 31 December 2010 based on the
audited combined results of our Group for the nine months ended 30 September 2010 and the unaudited combined
results of our Group based on management accounts of the Group for the three months ended 31 December 2010. The
estimate has been prepared based on accounting policies consistent in all material respects with those adopted by our
Group as summarised in the accountant’s report of the financial information on the Group for the three years ended 31
December 2009 and the nine months ended 30 September 2010, the text of which is set out in Appendix I to this
prospectus.

(2)  The calculation of the unaudited pro forma estimated earnings per Share is based on the estimated combined profit
attributable to equity holders of our Company for the year ended 31 December 2010 and on the basis that 500,000,000
Shares are issued and outstanding during the entire period, assuming that the Global Offering had been completed on 1
January 2010. This calculation takes no account of any Shares which may fall to be issued upon the exercise of the Over-
allotment Option and the options granted under the Share Option Scheme or any Shares which may be allotted and
issued or repurchased by our Company pursuant to the general mandate or the repurchase mandate as described in the
section headed “Share capital” in this prospectus.
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DEFINITIONS

In this prospectus, unless the context otherwise requires, the following terms and expressions shall

have the following meanings:

“Application Form(s)”

“Application Lists”
“associate(s)”
“Board”

“Business Day”

13 BVI 2

“Bye-Laws”

“CAGR”

“Capitalisation Issue”

“CCASS”

“CCASS Clearing
Participant”

“CCASS Custodian
Participant”

“CCASS Investor
Participant”

“CCASS Participant”

“CENC”

WHITE, YELLOW and GREEN application form(s) or, where the
context so requires, either of them that is used in connection with the
Hong Kong Public Offer

the application lists for the Hong Kong Public Offer
has the meaning ascribed to it under the Listing Rules
the board of Directors

any day (other than a Saturday, Sunday and public holiday) on which
banks in Hong Kong are generally open for normal banking business

the British Virgin Islands

the bye-laws of our Company approved and adopted on 4 March 2011,
as amended or supplemented from time to time

the acronym for compound annual growth rate

the issue of new Shares to be made upon the capitalisation of certain
sum standing to the credit of the share premium account of the
Company referred to in the paragraph headed “Further information
about our Company and our subsidiaries — 3. Resolutions in writing of
all Shareholders passed on 4 March 2011 and 9 March 2011” in
Appendix VI to this prospectus

the Central Clearing and Settlement System established and operated
by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian participant

a person admitted to participate in CCASS as an investor participant
who may be an individual or joint individuals or a corporation

a CCASS Clearing Participant or a CCASS Custodian Participant or a
CCASS Investor Participant

At 2 LA RS S A FR/A A (China Economy Network Consultation
Company Limited*), a research, consulting and systems integration
institution which provides information and market intelligence to
government, banks, schools and commercial clients, which is an
Independent Third Party

— 14 —
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“Change of the OId for
New Program”

“China Leading
Packaging Enterprise”

“China National Light
Industry Paper Quality
Supervision and
Inspection, Guangzhou
Division”

KBEEMHEM 7% (Change of the Old for New Program*), a
program launched by the State Council pursuant to B B HF /A BE B i
B % ol 22 4 B P AR A MR K T 75 S T 5K T AR 45 T it U SR A

([ ¥ 85[2009]144%%) (The Notice on Change of the Old for New Program
in Motor Vehicle and Household Appliances Industry to Boost Domestic
Consumption issued by the State Council of the PRC on behalf of PRC
National Development and Reform Commission and other authorities
(No. 44 of 2009 of the National Development and Reform Commission)
*) promulgated and implemented on 1 June 2009 and the relevant
implementation rules issued on 28 June 2009. Pursuant to this program,
domestic households are entitled to a 10% discount for the purchase of
new products in any of the five categories namely, TV sets,
refrigerators, washing machines, air-conditioners and personal
computers. The program is set to expire on 31 December 2011

China Leading Packaging Enterprise, an industry recognition awarded
by the China Packaging Federation. Some of the key selection criteria
are as follows: enterprises whose products are advanced, innovative
and considered benchmarks for the industry and who are industry
leaders in terms of economic and technical indicators; whose products
have significant market shares with a high degree of customer
satisfaction and brand recognition; whose production is in
accordance with the advanced standards at industry, national and
international levels; and should be equipped with advanced production
technologies with proven strengths in technological innovation and
research and development

B RS T SE 4R & B B AR BB JH 35 (China National Light Industry
Paper Quality Supervision and Inspection, Guangzhou Division*), a
quality supervision and inspection division for paper products under
the Guangdong provincial authorities for technology and quality
supervision, located within the Guangdong Papermaking Research
Institute, founded in 1978. It received the measurement certification
and examination approval of the General Administration of Quality
Supervision, Inspection and Quarantine of the People’s Republic of
China and the Administration of Quality and Technology Supervision
of Guangdong Province in 1989 and subsequently passed numerous
reviews and re-examinations. It has been authorized and qualified to
inspect, among others, 145 types of paper and packaging products. The
quality of our Group’s corrugated medium paper has been tested
against various technical benchmarks, such as, quantum, apparent
density, ring crush index, creasing index, longitudinal fracture length,
etc., by China National Light Industry Paper Quality Supervision and
Inspection, Guangzhou Division to have achieved the excellent
standard, the highest ranking among the three-level ranking, the
remaining two being the good standard and the pass standard
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“China Packaging
Federation”

“China Paper
Association”

“CMBI” and/or “Sole
Global Coordinator”
and/or “Sole
Bookrunner” and/or
“Sole Sponsor”

“CMBIS”

“Companies Act”

“Companies Ordinance”

“Company” or “our
Company”

“Connected Person(s)”

China Packaging Federation, a national industry federation established
with the approval of the State Council of the PRC. Its predecessor,
China Packaging Technology Association, was established in 1980 and
was renamed as China Packaging Federation on 2 September 2004 with
the approval of the Ministry of Civil Affairs of the PRC. China
Packaging Federation has 20 professional committees, with a nation-
wide industrial network with approximately 6,000 members of various
levels as at the Latest Practicable Date. Its mission is to focus on
China’s economic construction and promote sustained, rapid, healthy
and harmonious development of China’s packaging industry under the
direct administration of the State-owned Assets Supervision and
Administration Commission through the “Three-Service Principles”
(i.e. to serve the enterprises, serve the industry and serve the
government), and relying on the local packaging associations and
packaging enterprises all over China

W% 4K & (China Paper Association*), a social entity founded in
Beijing, the PRC in 1992 and established under guidance of the relevant
departments of the State Council and officially registered with the
Ministry of Civil Affairs of the PRC. To the best knowledge and belief
of our Directors, China Paper Association is a national trade
association, composed of industry organisations in various parts of
the PRC, and serves as a bridge and link between the government and
the paper industry in the PRC with the mission to enhance the quality
and economic performance of the paper industry of the PRC. China
Paper Association is an Independent Third Party

CMB International Capital Limited, a corporation licensed under the
SFO permitted to carry on Type 1 (dealing in securities) and Type 6
(advising on corporate finance) of the regulated activities (as defined in
the SFO), acting as the Sole Global Coordinator and the Sole
Bookrunner of the Global Offering and the Sole Sponsor of the Listing

CMB International Securities Limited, a corporation licensed under the
SFO permitted to carry on Type 1 (dealing in securities) of the
regulated activities (as defined in the SFO), acting as one of the Joint
Lead Managers of the Global Offering

the Companies Act 1981 of Bermuda, as amended or supplemented
from time to time

the Companies Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

Zhengye International Holdings Company Limited (1F &8 4% A R
~vH]), an exempted company incorporated in Bermuda with limited
liability on 18 August 2010

has the meaning ascribed to it under the Listing Rules
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“Controlling
Shareholder(s)”

“Director(s)”

“ERP system”

[T E]

13 2
g” or “g.
“ 295
g/m

“Galanz”

56GDP99
“Global Offering”

“Gree”

<

“Group”, “our Group”,
“We” Or 66u559

“Haitian”

“Haitong”

“HK$” or “HK dollars”
or “HKD”

“HK eIPO White Form”

“HK eIPO White Form
Service Provider”

has the meaning ascribed to it under the Listing Rules and, in the
context of this prospectus, means any one of the Hu Brothers and Hu
Hanchao Investment, Hu Hanxiang
Investment and Hu Zheng Investment

Hu Hancheng Investment,

the director(s) of the Company

the enterprise resource planning system, a comprehensive software
designed to integrate business processes and functions, by permitting
the sharing of common data and practices in a real-time environment

gram, a metric unit of weight
grams per sq.m.

JEHRAE AL EMARAR  (Guangdong Galanz Group Company
Limited*), a company incorporated in the PRC with limited liability,
and its subsidiaries, being Independent Third Parties

gross domestic product
the International Placing and the Hong Kong Public Offer

Gree Electric Appliances, Inc. of Zhuhai (¥kif 4% 11 8 #5 B A BR A ),
a company incorporated in the PRC with limited liability, the shares of
which are listed on the Shenzhen Stock Exchange (Stock Code: 000651 :
CH), and its subsidiaries, being Independent Third Parties

the Company and its subsidiaries or, where the context so requires, in
respect of the period before the Company became the holding company
of its present subsidiaries, such subsidiaries as if they were the
subsidiaries of the Company at the time

Foshan Hai Tian Flavouring & Food Co., Ltd. (3 L1 i K 3§ b & 5 B 17
£ B2 Fl), a company incorporated in the PRC with limited liability,
being Independent Third Parties

Haitong International Securities Company Limited, a corporation
licensed under the SFO permitted to conduct type 1 (dealing in
securities), type 3 (leveraged foreign exchange trading) and type 4
(advising on securities) of the regulated activities (as defined in the
SFO), acting as one of the Joint Lead Managers of the Global Offering

Hong Kong dollars, the lawful currency of Hong Kong

the application for Hong Kong Public Offer Shares to be issued in the
applicant’s own name by submitting applications online through the
designated website of HK eIPO White Form Service Provider,
www.hkeipo.hk

the HK eIPO White Form service provider designated by our Company,
as specified on the designated website www.hkeipo.hk
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DEFINITIONS

“HKSCC”
“HKSCC Nominees”

“Honeycomb Report”

“Hong Kong” or “HK”

“Hong Kong Public
Offer”

“Hong Kong Public Offer

Shares”

“Hong Kong
Underwriters”

“Hong Kong
Underwriting
Agreement”

“Hu Brothers”

“Hu Hanchao
Investment”

“Hu Hancheng
Investment”

“Hu Hanxiang
Investment”

“Hu Zheng Investment”

“Independent Third
Party(ies)”

Hong Kong Securities Clearing Company Limited
HKSCC Nominees Limited

C2010%F H [ e s A0 B i (B A E SR A& SO B IR R R i R ) (-
depth Research Report on the Pricing Trend and Factors of China’s
Honeycomb Paper-based Products 2010*) issued by CENC in
September 2010

the Hong Kong Special Administrative Region of the PRC

the offer of the Hong Kong Public Offer Shares for the subscription by
the public in Hong Kong for cash at the Offer Price, subject to the
terms and conditions stated in this prospectus and in the Application
Forms as further described in the section headed “Structure and
conditions of the Global Offering” in this prospectus

the 12,500,000 New Shares initially offered for subscription under the
Hong Kong Public Offer (subject to adjustment as described in the
section headed “Structure and conditions of the Global Offering” in
this prospectus)

the underwriters of the Hong Kong Public Offer whose names are set
forth in the section headed “Underwriting” in this prospectus

the conditional underwriting agreement dated 11 March 2011 relating
to the Hong Kong Public Offer and entered into among our Company,
the Controlling Shareholders, the Sole Global Coordinator, the Joint
Lead Managers and the Hong Kong Underwriters relating to the Hong
Kong Public Offer, details of which are set forth in the section headed
“Underwriting” in this prospectus

Mr. Hu Hanchao, Mr. Hu Hancheng, Mr. Hu Hanxiang and Mr. Hu
Zheng

Leading Innovation Worldwide Corporation, a limited liability
company incorporated in BVI and wholly-owned by Mr. Hu Hanchao

Golden Century Assets Limited, a limited Iliability company
incorporated in BVI and wholly-owned by Mr. Hu Hancheng

Fortune View Services Limited, a limited liability
incorporated in BVI and wholly-owned by Mr. Hu Hanxiang

company

Gorgeous Rich Development Limited, a limited liability company
incorporated in BVI and wholly-owned by Mr. Hu Zheng

a person(s) or company(ies) which is/are independent of and not
connected with any member of our Group, the Directors, chief
executive and the Substantial Shareholder and its subsidiaries and
their respective associates
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DEFINITIONS

“International Placing”

“International Placing
Shares”

“International
Underwriters”

“International
Underwriting
Agreement”

“Joint Lead Managers”

“Latest Practicable Date”

“Lee Kum Kee”

“Listing”

il

“Listing Committee’

“Listing Date”

“Listing Rules”

“Macau”

“Main Board”

“MEP”

the conditional international placing of the International Placing
Shares through the International Underwriters, acting on behalf of
our Company, for cash at the Offer Price, with professional,
institutional and individual investors in certain jurisdictions as
described in the section headed “Structure and conditions of the
Global Offering” in this prospectus

the 112,500,000 New Shares initially being offered by our Company for
subscription under the International Placing (subject to the
reallocation as described in the section headed “Structure and
conditions of the Global Offering” in this prospectus) together, where
relevant, with any additional Shares which may fall to be issued
pursuant to the exercise of the Over-allotment Option

the underwriters of the International Placing Shares who are expected
to enter into the International Underwriting Agreement to underwrite
the International Placing Shares

the conditional underwriting agreement expected to be entered into on
or about the Price Determination Date between, amongst others, our
Company and the International Underwriters relating to the
International Placing, details of which are set forth in the section
headed “Underwriting” in this prospectus

CMBIS and Haitong

7 March 2011, being the latest practicable date prior to the publication
of this prospectus for ascertaining certain information contained in this
prospectus

ZEERHE OO er) B A PR/ A (Lee Kum Kee (Xinhui) Food Company
Limited*), an enterprise with investment of Taiwan, Hong Kong,
Macao and overseas Chinese established in the PRC with limited
liability, being an Independent Third Party

the listing of the Shares on the Main Board

the listing sub-committee of the board of directors of the Stock
Exchange

the date on which dealings in the Shares first commence on the Main
Board, which is expected to be on or around Monday, 28 March 2011

the Rules Governing the Listing of Securities on the Stock Exchange, as
amended from time to time

the Macau Special Administrative Region of the PRC

the stock exchange (excluding the option market) operated by the Stock
Exchange which is independent from and operated in parallel with the
Growth Enterprise Market of the Stock Exchange

the Ministry of Environmental Protection of the PRC
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DEFINITIONS

“Midea”

“MOFCOM”

“Mr. Hu Hanchao”
“Mr. Hu Hancheng”
“Mr. Hu Hanxiang”
“Mr. Hu Zheng”

“MW”

“NDRC”

“New Shares”

“Offer Price”

“Offer Shares”

“Over-allotment Option”

“Packaging Report”

“Panasonic”

JBE B FE ) V8 55 A PR /A F] (Guangdong Midea Refrigeration Facilities
Company Limited*), a sino-foreign joint venture enterprise established
in the PRC with limited liability, being an Independent Third Party

the Ministry of Commerce of the PRC

Mr. Hu Hanchao (#]##), an executive Director

Mr. Hu Hancheng (#7#%2#), an executive Director

Mr. Hu Hanxiang (##%), a non-executive Director

Mr. Hu Zheng (% 1F), our chairman and an executive Director

megawatt, a unit of power. The installed capacity of power plants is
generally expressed in MW

the National Development and Reform Commission of the PRC

the 125,000,000 new Shares initially being offered at the Offer Price by
our Company under the Global Offering and, where relevant, any
additional Shares which may be issued pursuant to the exercise of the
Over-allotment Option

the final offer price for each Offer Share (excluding the Stock Exchange
trading fee of 0.005%, the SFC transaction levy of 0.003% and 1% of
the related brokerage), which is expected to be not more than HK$1.93
and not less than HK$1.43. The final Offer Price is to be determined on
or before the Price Determination Date

the International Placing Shares and Hong Kong Public Offer Shares
together, where relevant, with any additional Shares issued and allotted
pursuant to the exercise of the Over-allotment Option

the option expected to be granted by our Company to the International
Underwriters, exercisable by the Sole Global Coordinator (for itself
and on behalf of the International Underwriters), at any time from the
Listing Date up to (and including) the 30th day after the last day for
lodging of the Application Forms, to require the Company to allot and
issue up to an additional 18,750,000 new Shares at the Offer Price to
cover over-allocations in the International Placing and/or the
obligations of CMBIS to return securities borrowed under the Stock
Borrowing Agreement

(20 104F 1 [ FLAS ARAH B AT E AT 88 B P U ¥k ) (Research  Report

on the Development of China’s Corrugated Carton Packaging
Industry 2010%*) issued by Shangpu in August 2010

EMNAS 2 e A R/AH  (Guangzhou Panasonic Air-Conditioner
Company Limited*), a sino-foreign joint venture enterprise
established in the PRC with limited liability, being an Independent
Third Party
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DEFINITIONS

“PRC” or “China”

“Price Determination
Date”

“Reorganisation”

“RMB” or “Renminbi”

“Rural Appliance Rebate
Program”

“SAFE”

“SEPA”

“SFC”

“SFO”

“Shangpu”

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

the People’s Republic of China, which, for the purposes of this
prospectus, excludes Hong Kong, Macau and Taiwan

the date on which the final Offer Price is to be determined by our
Company and the Sole Global Coordinator (acting on behalf of all the
Underwriters), which is expected to be on Thursday, 17 March 2011
and in any event no later than Thursday, 24 March 2011

the corporate reorganisation of our Group in preparation for the
Listing, particulars of which are set forth under the paragraph headed
“Further information about our Company and our subsidiaries — 4.
Group Reorganisation” in Appendix VI to this prospectus

Renminbi, the lawful currency of the PRC

X% M4 (Household Appliances to Rural Areas*), a program
launched by the Ministry of Finance and MOFCOM in December
2007 pursuant to FH5 i B BUAR BRI BN 8E N M0nUR TAR B U7 52
HH N (FE%E¥8[2007]1472%%) (The Notice on Pilot Scheme for
Household Appliances to Rural Areas jointly issued by the Ministry
of Finance and MOFCOM (No. 472 of 2007 of MOFCOM)¥*), aiming
at boosting rural consumption and supplying the rural market with
reliable and affordable household appliances and consumer electronics.
The program initially covered Henan Province, Shandong Province and
Sichuan Provinces, and then was expanded to nationwide in February
2009. The program is set to expire on 30 November 2012

the State Administration of Foreign Exchange of the PRC (H13E A\ R4t
FE R SMNERE ), the PRC governmental agency responsible for
matters relating to foreign exchange administration

the State Environmental Protection Administration (/545 17 4
JA1), the former body of MEP

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong), as amended and supplemented from time to time

Beijing Shangpu Information Consulting Company Limited, a
research, consulting and systems integration institution addressing
diversified information needs of governmental and commercial clients

the ordinary share(s) with a nominal value of HKS$0.10 each in the
capital of our Company

the share option scheme conditionally adopted by our Company on 4
March 2011, the principal terms of which are set forth under the
paragraph headed “Other information — 15. Share Option Scheme” in
Appendix VI to this prospectus

holder(s) of our Shares
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DEFINITIONS

“Shing Yip (Hong Kong)”

“Sq.m.” or “mZn

“State Council”

“Stock Borrowing
Agreement”

“Stock Exchange”

“Substantial
Shareholder(s)”

“Synovate Report”

“TCL”

“tonne”

“Track Record Period”

“Umpaper”

“Underwriters”

“Underwriting
Agreements”

“US” or
“United States”

“USS$” or “US dollars”
or “USD”

“Wind”

“World Scrap”

Shing Yip (Hong Kong) Investment Enterprises Limited (F3& (&) &
EEEABRAT) (formerly known as KWONG DAT (HONG KONG)
INVESTMENT ENTERPRISES LIMITED (i (i) St G H E AR
/A H]) prior to 12 July 2005), a limited liability company incorporated in
Hong Kong and an indirect wholly-owned subsidiary of our Company

square meter(s)
the State Council of the PRC

a stock borrowing agreement to be entered into between CMBIS and
Hu Zheng Investment on or around the Price Determination Date

The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules

a report in respect of, among others, the packaging product
manufacturing in China issued by a business consulting unit of
Synovate Limited dated 2 February 2011 and commissioned by us

TCL Corporation (TCL %), a company incorporated in the PRC
with limited liability, the shares of which are listed on the Shenzhen
Stock Exchange (Stock Code: 000100:CH), and its subsidiaries, being
Independent Third Parties

a metric unit of weight, with 1 tonne = 1,000 kilograms

the three financial years ended 31 December 2009 and nine months
ended 30 September 2010

Shanghai Leadway E-Commerce Company Limited, a market
intelligence service provider in pulp and paper industry, specialised in
providing various kinds of services in China pulp and paper market,
including news and prices, market data, forecast and analysis

the International Underwriters and the Hong Kong Underwriters

the International Underwriting Agreement and the Hong Kong
Underwriting Agreement

United States of America

United States dollars, the lawful currency of the United States of
America

Shanghai Wind Information Company Limited, a service provider of
financial data, information and software headquartered in the PRC

World Scrap Company Limited, an information service provider
offering scrap recycling information, market price and real time
supply and demand information for scrap buyers and sellers
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DEFINITIONS

“Yong Fa Paper”

“Zheng Ye (BVI)”

“Zheng Ye Alliance
Packaging”

“Zheng Ye Group”

“Zheng Ye International”

“Zheng Ye Packaging (He
Fei)”

“Zheng Ye Packaging
(Zhongshan)”

“Zheng Ye Packaging
(Zhuhai)”

“Zhong Fa Equipment”

“Zhong Tang Recycling”

WL R ER AR SE A FR A A] (Zhongshan Yong Fa Paper Industry Company
Limited*), a wholly foreign owned enterprise established in the PRC
and an indirect wholly-owned subsidiary of our Company

TYAZ International Limited, a company incorporated in BVI with
limited liability on 5 July 2010 and a direct wholly-owned subsidiary of
our Company

HFIEER A B2 R/AF (Zhongshan Zheng Ye Alliance Packaging
Company Limited*), a limited liability company established in the PRC
and an indirect wholly-owned subsidiary of our Company

il IESE (JEE) FiFR/A R (Zhongshan City Zheng Ye (Group)
Company Limited*) (formerly known as HILITTIESEEEEA RAF]
(Zhongshan City Zheng Ye Packaging Company Limited*)), a limited
company established in the PRC and owned as to 51%, 25%, 20% and
4% by Mr. Hu Zheng, Mr. Hu Hancheng, Mr. Hu Hanchao and Mr.
Hu Hanxiang, respectively

Zheng Ye International Company Limited (IF3EE A BRAR])
(formerly known as ZHENG YE INDUSTRIAL (H.K.) COMPANY
LIMITED (IE#H 3 (&) A RA ) prior to 22 June 2007), a limited
liability company incorporated in Hong Kong and an indirect wholly-
owned subsidiary of our Company

GIETIEEE AR /A (He Fei City Zheng Ye Packaging Company
Limited*), a limited liability company established in the PRC and an
indirect wholly-owned subsidiary of our Company

IEEaS (1) AR A (Zheng Ye Packaging (Zhongshan) Company
Limited*) (formerly known as 1EZE 2 (1 111) HBR/A A (Zheng Ye Shi
Ye (Zhongshan) Company Limited*)), a limited liability company
established in the PRC and an indirect wholly-owned subsidiary of our
Company

Wi EEEHEAM/AF  (Zhuhai Zheng Ye Packaging Company
Limited*), a limited liability company established in the PRC and an
indirect wholly-owned subsidiary of our Company

T PRI E A BR/A A (Zhongshan City Zhong Fa Equipment
Rental Company Limited*) (formerly known as H 11 Tl FHEEALEH R
F] (Zhongshan City Zhong Fa Paper Company Limited*)), a limited
liability company established in the PRC and owned as to 80% and
20% by Zheng Ye Group and Mr. Hu Hanchao, respectively

H T RO EE AR A BR/A F] (Zhongshan City Zhong Tang Waste
Paper Recycling Company Limited*), a limited liability company
established in the PRC and an indirect wholly-owned subsidiary of our
Company
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DEFINITIONS

“Zhong Tang Shi Ye” Wl T IESE B E 2 A FR/A |l (Zhongshan City Zheng Ye Zhong Tang
Shi Ye Company Limited*), a limited liability company established in
the PRC and was an indirect wholly-owned subsidiary of our Company
immediately prior to its de-registration on 28 October 2010 following
its merger by absorption by Yong Fa Paper, was accounted for as a
subsidiary of our Group during the Track Record Period

“Zhongshan Bureau of T ANE 5 85 1E )R (Zhongshan Bureau of Foreign Trade and
Foreign Trade and Economic Cooperation®)
Economic
Cooperation”

“%” per cent.

The English names of the PRC entities, PRC laws or regulations or the PRC government
authorities mentioned in this prospectus and marked with “*” are translations from their Chinese names
and are for identification purposes only. If there is any inconsistency, the Chinese names shall prevail.

Unless the context requires otherwise, translation of US$ into HK$ and HKS into RM B is made in
this prospectus, for illustration purpose only, at the rates of US$1.00 = HKS$7.79 and HK$1.00 =
RMB0.84.

No representation is made that any amount in US$, HKS or RMB could have been or could be
converted at the above rate or at any other rate or at all.

Certain amounts and percentage figures included in this prospectus have been subject to rounding
adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them.

Unless otherwise specified, all relevant information in this prospectus assumes no exercise of the
Over-allotment Option.
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GLOSSARY

This glossary contains explanations of certain terms used in this prospectus in connection with the
business of our Group. The terminology and their meanings may not correspond to standard industry
meanings or usage of those terms.

“corrugated carton”

“corrugated medium”

“corrugated paperboard”

“corrugation” or “flute”

“corrugator”

“die-cutting”

“double-wall corrugated
board”

“flexographic printing”

“honeycomb paper-based
products”

“ISO”

“ISO 9001~

a box made from corrugated paperboard after die-cutting which is
mainly used for storing goods. Cartons are usually made from single-
wall and double-wall corrugated paperboard

paper used to form the corrugated or fluted component sandwiched
between the outer and inner facings of corrugated board for packaging
purpose

paperboard formed by adhering corrugated medium to one or more
layers of the outer and inner facings of corrugated board. Corrugated
paperboard may be classified according to the number of ply of
corrugated medium paper

the wave shapes or ridges that are pressed into the corrugating medium

an automated production line comprising machinery which presses
corrugations into the paperboard to form corrugated paperboard

the process of cutting material to a specific design or shape

corrugated board which consists of two plies of corrugated medium
which are glued together by one ply of unfluted paper or cardboard and
the exposed outer surfaces of which are each covered with one ply of
liner

the most commonly used printing technique on packaging materials
and this technique involves the use of a hard cylinder to dispose of a
measured amount of ink upon the surface of the flexible printing plate
which will then be transferred on the printing surface

honeycomb is made by joining individual bands of kraft paper together
into a series of continuous hexagonal cells. The main types of
honeycomb paper-based products manufactured by our Group
include honeycomb paper-made pallets, honeycomb cardboards and
paper edge boards

the acronym for International Organisation for Standardisation, a
worldwide federation of national standards bodies, whose mission is to
develop industrial standards that facilitate international trade

the requirements specified by the ISO for a quality management system
where an organisation needs to demonstrate its ability to consistently
provide product that meets customer and applicable regulatory
requirements, and aims to enhance customer satisfaction through the
effective application of the system, including processes for continual
improvement of the system and the assurance of conformity to
customer and applicable regulatory requirements
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GLOSSARY

“ISO 14001~

“kraftlinerboard”

“low quantum”

“offset printing”

“pallet”

“SA8000”

“single-wall corrugated
board”

“white goods”

the requirements specified by the ISO for an environmental
management system to enable an organisation to develop and
implement a policy and objectives which take into account legal
requirements and other requirements to which the organization
subscribes, and information about significant environmental aspects

a high grade linerboard manufactured wholly or partially by kraft pulp

is the minimum amount of any physical entity involved, but in the
context of describing corrugated medium paper in this prospectus,
means corrugated medium of 100 g/m? or below

a printing technique based on the non-repulsion of oil and water,
through which images and texts are transferred from a plate to a rubber
blanket and then to the printing surface

a large tray or platform for carrying goods which are being lifted or
placed in storage, especially one that can be raised by a fork-lift truck

an international certification standard that encourages organisations to
develop, maintain and apply socially acceptable practices in the

workplace

corrugated board which consists of one ply of corrugated medium
which is glued between two plies of liner

commonly known name for household appliances
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FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statements that are based on various assumptions
regarding our present and future business strategy and the environment in which we will operate in
the future. These forward-looking statements reflecting our current views with respect to future
events are not a guarantee of future performance and are, by their nature, subject to significant risks
and uncertainties. These forward-looking statements include, without limitation, statements relating
to:

° our business strategies and plans of operation;

° our capital expenditure plans;

) the amount and nature of, potential for, and future development of our business;
) our operations and business prospects;

) our dividend policy;

° projects under planning;

° the regulatory environment of our industry in general; and

° future development in our industry.

The words “anticipate”, “believe”, “could”, “expect”, “going forward”, “intend”, “may”,
“plan”, “seek”, “will”, “would” and similar expressions, as they relate to us, are intended to identify
a number of these forward-looking statements. These forward-looking statements are based on
numerous assumptions regarding our Group’s present and future business strategies and the
environment in which our Group will operate in the future, involving known and unknown risks,
uncertainties and other factors including the risk factors described in this prospectus, and such
statements only reflect our current views with respect to future events which do not guarantee the
future performance. One or more of these risks or uncertainties may materialise, or underlying

assumptions may prove incorrect.

Subject to the requirements of the Listing Rules, our Company does not intend to publicly
update or otherwise revise the forward-looking statements in this prospectus, whether as a result of
new information, future events or otherwise. As a result of these and other risks, uncertainties and
assumptions, the forward-looking events and circumstances discussed in this prospectus might not
occur in the way our Company expects, or at all. The actual results, performance or achievements of
our Group, or industry results may be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. Important factors that could
cause our Group’s actual results, performance or achievements to differ materially from those in the
forward-looking statements include, among others, the loss of key personnel of our Group, changes
relating to the paper-based packaging and corrugated medium paper industries and changes in
general economic and business conditions. Additional factors that could cause actual results,
performance or achievements to differ materially include, but are not limited to, those discussed in
the section headed “Risk factors”. Accordingly, you should not place undue reliance on any
forward-looking information. All forward-looking statements in this prospectus are qualified by
reference to this cautionary statement.

In this prospectus, unless otherwise stated, statements of or references to our intentions or

those of any of our Directors are made as at the Latest Practicable Date. Any such intentions may
change in light of future developments.
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RISK FACTORS

Prospective investors should, before making any investment decision in relation to the Offer
Shares, consider all the information set forth in this prospectus carefully and, in particular, consider
the following risks and special considerations in connection with an investment in our Company. The
occurrence of any of the following risks may have a material adverse effect on the business, results of
operations, financial conditions and future prospects of our Group. Additional risks not currently
known to us or that we now deem immaterial may also be detrimental to our Group and may affect
your investment.

This prospectus contains certain forward-looking statements regarding our plans, objectives,
expectations, and intentions which involve risks and uncertainties. The actual results our Group
obtained could differ materially from those discussed in this prospectus. Factors that could cause or
contribute to such differences include those discussed below as well as those discussed elsewhere in
this prospectus. The trading price of the Offer Shares could decline due to any of these risks and you
may be deprived of all or part of your investment.

RISKS RELATING TO OUR BUSINESS

Changes in revenue mix and major cost components may impact our Group’s operations and financial
performance.

Our growing emphasis on promoting paper-based packaging products has brought a number of
new challenges and risks in our operation. We purchase raw paper from third parties for our
production of paper-based packaging products. The total purchase of raw paper amounted to
approximately RMB137.8 million, RMB178.6 million, RMBI150.1 million and RMB183.8 million,
respectively, which accounted for approximately 30.4%, 32.4%, 34.4% and 39.1%, respectively of
our total cost of raw materials for the three years ended 31 December 2009 and nine months ended 30
September 2010. As these purchases comprise a substantial portion of the production costs of our
paper-based packaging products, any increase in the cost of raw paper will have a negative impact on
our results of operations and prospects.

Furthermore, we granted to our paper-based packaging products customers 30 to 120 days of
credit period, as opposed to 30 to 75 days that we granted to our corrugated medium paper
customers, following the date of delivery of our products. With the rising portion of revenue
generated from our paper-based packaging products, the longer credit period we offered to those
customers will likely to have an adverse impact on our working capital position.

Also, as our Group has plans to establish new production plants for our paper-based packaging
products in Zhengzhou, Henan Province and Hefei, Anhui Province the PRC, we would face further
challenges as we would need to source raw materials from new suppliers around the regions, at least
at the initial stage. While we have internal procedures to ensure the reliability of our suppliers, the
quality and stability of raw materials to be supplied by these new suppliers could not be guaranteed.

In addition, to cater for the needs of our paper-based packaging products customers, we started
the production of honeycomb paper-based products in December 2010. Although we purchased
honeycomb paperboard from third parties for further processing and sold the processed honeycomb
paper-based products to third parties for the nine months ended 30 September 2010, such sales only
accounted for approximately 0.6% of our total sales for such period. Due to the short operating
history of our production of honeycomb paper-based products, we could not guarantee that such
new ancillary products lines will succeed in the future.
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RISK FACTORS

Changes in prices for and availability of our raw materials and energy resources may have a material
and adverse impact on our business.

We consume a large amount of waste paper as the principal raw materials in our paper
production. We also purchase raw paper for the production of our paper-based packaging products,
and consume energy resources such as coal and electricity to support our production. During the
Track Record Period, the average purchase cost of waste paper per tonne amounted to
approximately RMBI1,182, RMB1,258, RMB831 and RMBI1,193, respectively, and the total cost
of waste paper accounted for approximately 60.7%, 58.0%, 53.0% and 49.4%, respectively of our
total cost of raw materials used during the Track Record Period. During the Track Record Period,
the average purchase cost of raw paper per tonne amounted to approximately RMB3,495,
RMB3,687, RMB3,025 and RMB3,808, respectively. It accounted for approximately 30.4%, 32.4%,
34.4% and 39.1%, respectively of our total cost of raw materials used for the Track Record Period.
In addition, during the Track Record Period, energy cost accounted for approximately 8.3%, 13.6%,
14.1% and 12.5% of our total cost of sales respectively. Our success greatly depends on our
capability to source from our suppliers adequate quantities of raw materials and energy supplies at
satisfactory prices and quality in a timely manner. Any disruption in the supply or increase in price
of raw materials or energy could adversely affect our business and results of operations.

As waste paper and raw paper procurement costs comprise a substantial portion of our Group’s
costs of sales, any increase in the cost of waste paper and raw paper will have a negative impact on
our Group’s results of operations and prospects. For the analysis regarding our Group’s sensitivity
to a 5% increase in the purchase costs for raw paper and waste paper, please refer to the paragraph
headed “Financial information — Major factors affecting our Group’s results of operations and
financial conditions — Raw materials costs” in this prospectus.

We had net current liabilities as at 31 December 2008 and 30 September 2010.

We had net current liabilities of approximately RMB4.3 million as at 31 December 2008, which
was mainly due to an increase in current liabilities of approximately RMB12.9 million and a decrease
in current assets of approximately RMB16.9 million when compared to the positions as at 31
December 2007. Such position was primarily driven by: (i) the increase in short-term bank loans to
support our capital expenditure on the increased production capacity in 2008; and (ii) a reduction of
amounts due from related parties and directors under current assets.

We had net current liabilities of approximately RMB10.0 million as at 30 September 2010. Our
net current liabilities position was principally attributed to the utilisation of short-term bank and
other borrowings from licensed banks in the PRC to support our capital expenditure in 2010 for the
addition and enhancement of production facilities in the amount of approximately RMB71.3 million
in total, to cope with the increasing demand of our paper-based packaging products. The borrowings
were also used to finance our unsettled trade and other payables as at 30 September 2010.

As we may continue utilising short-term banking facilities from licensed banks in the PRC to
fund our operations and business expansion, if there is any failure to generate current assets to the
extent that the aggregate amount of our current assets on any given day exceeds the aggregate
current liabilities on the same day, we will continue to record net current liabilities. For further
details of our Group in this respect, please refer to the section headed “Financial information” in
this prospectus.
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RISK FACTORS

We rely on the PRC market.

During the Track Record Period, all of our products were sold to customers in the PRC. In the
foreseeable future, we expect that the PRC market will continue to be our principal market. Should
there be any material adverse change in the political, economic, legal or social conditions in the PRC
and our Group is unable to divert sales to other markets outside of the PRC or the demand for our
products does not grow at a rate we expect or at all, our sales, profitability and prospects may be
adversely affected.

We derive a significant portion of our total revenue from a few customers.

Our ability to maintain close and mutually beneficial relationships with our customers is
important to our ongoing growth and profitability. Although our Group’s sales to specific customers
vary from year to year and our customer base is diverse and broad, we derive a significant portion of
our total revenue from a few major customers. During the Track Record Period, our five largest
customers accounted for approximately 27.2%, 31.1%, 40.6% and 44.8%, respectively, of our
revenue of the corresponding period. During the Track Record Period, our largest customer
accounted for approximately 14.2%, 12.3%, 14.3% and 19.0% of our revenue of the corresponding
period respectively.

As we do not normally enter into long-term sales contracts with our customers, there is no
assurance that any of our major customers will continue to purchase products from us at the same
level, or at all, as they have done so historically. Should any of our major customers materially
reduce their purchases from us or terminate their business relationships with us, our business and
financial performance may be adversely affected.

We are exposed to payment delays and/or defaults by our customers.

We generally offer our paper-based packaging products customers and corrugated medium
paper customers credit periods of 30 to 120 days and 30 to 75 days, respectively following the date of
delivery of our products, with the exception of new customers or those without an established or a
proven credit history. There is no assurance that our customers will meet their payment obligations
on time or in full or that our average trade receivables turnover days will not increase. Any failure on
the part of our customers to settle or settle on time the amounts due to us may adversely affect our
financial performance and operating cash flows, which could have a material adverse effect on our
business and results of operations. Our Group’s trade receivables amounted to approximately
RMBI185.2 million, RMB156.4 million, RMB199.9 million and RMB262.2 million for the three years
ended 31 December 2009 and nine months ended 30 September 2010, respectively. There is no
assurance that we can collect any or all of the debts successfully. During the Track Record Period,
we have made provisions for bad debts for nil, RMB0.2 million, RMBI1.0 million and RMBI1.0
million as at 31 December 2007, 2008, 2009 and 30 September 2010, respectively. Up to the Latest
Practicable Date, we have written off doubtful debts of approximately RMB1.0 million due to the
default of a customer of Yong Fa Paper in December 2010.

Sale of our products is subject to fluctuations in our customers’ business cycles and the PRC and global
economic conditions.

Sale of our products is subject to fluctuations in our customers’ business cycles. As the quantity
and product mix ordered by our customers may vary from period to period, it may be difficult for us
to anticipate customers’ demand correctly. Further, as our products mainly serve the manufacturers
in the PRC, who would ship their goods within and outside the PRC, our customers’ demand for our
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products during a global economic downturn could decrease. Due to the global financial crisis in the
fourth quarter of 2008, our business was adversely affected and our revenue decreased from
RMB836.4 million for the year ended 31 December 2008 to RMB743.4 million for the year ended 31
December 2009. Our average selling price of both paper-based packaging products and corrugated
medium paper were affected by the weakened market demand after the outburst of global financial
crisis. The average selling price per sq.m. of our paper-based packaging products dropped from
approximately RMB3.4 in 2008 to RMB3.0 in 2009, while the average selling price per tonne of our
corrugated medium paper dropped from approximately RMB2,626 in 2008 to RMB1,939 in 2009.
However, our sales volume of both paper-based packaging products and corrugated medium paper
was not seriously affected since our Group focused on promoting our products to our customers.
Sales volume of paper-based packaging products and corrugated medium paper recorded an increase
of approximately 15.9% and 3.4% from 2008 to 2009, respectively.

In addition, our Group’s gross profit margin for corrugated medium paper dropped
significantly from approximately 17.1% for the year ended 31 December 2007 to approximately
7.4% for the year ended 31 December 2008. It was mainly attributable to the increase in purchasing
cost of waste paper during the first half of 2008, and increase in utilities cost in 2008. During the
same period, the average selling price of our corrugated medium paper increased from approximately
RMB2,361 in 2007 to RMB2,626 in 2008. Since the increase in average cost of waste paper and
utilities cost was in a larger extent than the increase in the average selling price of corrugated
medium paper, our Group gross profit margin decreased. For details of the gross profit margin,
please refer to the section “Financial information — Description of certain components of
statements of comprehensive income — Gross profit and gross profit margin” in this prospectus.
Should there be deterioration of the global economy in the future which impacts our customers’
business cycles, our business may be adversely affected.

We rely on the expertise and experience of our executive Directors and senior management, and we may
be unable to successfully recruit, train and retain our management and other highly skilled personnel.

Our ability to effectively implement our business plans and maintain continuous growth is
dependent on the persistent and committed services of our executive Directors and senior
management members. For details of credentials and experience of our executive Directors and
senior management, please refer to the section headed “Directors, management and staff” in this
prospectus. If any of our executive Directors or senior management members ceases to work for our
Company, we may be unable to recruit and retain personnel with equivalent or comparable
credentials in a timely manner. This may negatively affect the day-to-day management and
development of our business. In addition, if any member of our senior management were to join a
competitor or form a competing company, there is a possibility that we may lose some of our
customers and know-how. The departure of one or more of our executive Directors or senior
management may thus have a significant impact on the effective management of our business
operations and adversely affect our operations.

Our smooth daily operations also depend on our ability to attract and retain management and
technical personnel who possess the essential experience and expertise with respect to the
papermaking and packaging business for our continuous growth and future success. If we fail to
recruit the personnel with the relevant experience at a reasonable cost or at all, it may negatively
affect our operations.
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A material disruption to our operations may adversely affect our revenue and profits.

Our operations are subject to uncertainties and contingencies beyond our control that may
result in material disruptions, which could prevent us from meeting customer orders, increase our
costs of production and consequently adversely affect our revenue and profits. In particular, our
operations require complex production facilities and specialised manufacturing equipment. Our
production facilities require periodic shutdowns for regular maintenance, repair and mould and
tooling changes to accommodate different specification of our products as required. Events such as
industrial accidents, fires, floods, droughts, natural disasters, war and other catastrophes, equipment
failures or other operational problems that increase our equipment downtimes, strikes or other labor
difficulties and disruptions of public transportation infrastructure such as roads or ports may occur
in our existing production lines housed in the factory premises at our principal production base in
Zhongshan and Zhuhai, Guangdong Province, the PRC as well as our future production base in
Hefei and Zhengzhou, the PRC or other areas. If any such events happen, our production may be
materially disrupted, which may adversely affect our business and financial performance.

We may not be able to implement our future plans successfully.

We plan to expand our production capacity by establishing new production bases in
Zhengzhou, Henan Province and Hefei, Anhui Province, the PRC. We also plan to upgrade our
existing facilities for the production of corrugated medium paper and paper-based packaging
products in order to seize the potential business opportunities in these areas. For details of our
expansion plans, please refer to the sections headed “Business — Business strategies” and “Future
plans and use of proceeds” in this prospectus. The successful implementation of such plans will
depend on a number of factors that may be beyond our control, including but not limited to our
ability to manage our expansion, our ability to achieve operational efficiency and any unforeseen
difficulties which may arise in the relocation and setting up new production lines or the re-
engineering and modification of our existing production facilities. Furthermore, we may need to
relocate or establish a new production base if our major customers move into another area in the
PRC. In light of this, we will incur additional start up costs and our cost of production may increase
and thus adversely affect our profit margin in the short run.

Moreover, the implementation of our expansion plans is subject to other operational and
market risks, including the inability to procure, or delays in receiving, the equipment and technology
necessary for expansion, delays or complications in the design and roll-out of new technologies, or
delays in obtaining or the inability to obtain government approvals or the requisite licenses. If we
fail to effectively manage these risks, our ability to meet our expansion goals would be limited, and
the implementation of such expansion plans may be delayed. Further, there may be an increase in
costs, or an impediment with respect to our growth rate. Accordingly, our business operations and
expansion plans could be materially and adversely affected, and we may not be able to sustain our
historical rates of growth and maintain our position.

We relied on bank and other borrowings during the Track Record Period and may continue to depend on
bank borrowings in the near future for our operations.

During the Track Record Period, our expansion in production capacity was principally
financed by bank and other borrowings. As at 31 December 2007, 2008 and 2009 and 30 September
2010, our bank and other borrowings, which included both short-term and long-term borrowings,
amounted to approximately RMBI195.2 million, RMB242.4 million, RMB261.9 million and
RMB405.4 million, respectively. We expect to fund our business operations and capital
expenditures through internally-generated cash flow as well as bank borrowings. There is no
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assurance that we will always be able to borrow from banks and other financial institutions to
finance our business operations and capital expenditure. In the event that the banks and other
financial institutions providing existing banking and credit facilities do not continue to extend
similar or more favourable facilities to us and we fail to obtain alternative banking and credit
facilities on comparable terms or at all, our business and financial positions will be adversely
affected.

Our Group is exposed to interest rate risk in relation to variable-rate bank balances and short-
term bank loans. For the sensitivity analysis regarding our Group’s sensitivity to the interest rates on
bank loans of 50 points higher, please refer to the paragraph headed “Financial information —
Description of certain components of statements of comprehensive income — Finance costs”.

We had net cash outflow used in operating activities for the nine months ended 30 September 2010.

We had net cash outflow of approximately RMB13.2 million for our operating activities for the
nine months ended 30 September 2010, which was mainly due to a significant increase in trade and
other receivables of approximately RMB170.5 million and partially offset by an increase in trade and
other payables of approximately RMB89.7 million as at 30 September 2010, resulting from the
significant increase in our sales in the nine months ended 30 September 2010 as compared to our
sales for the year ended 31 December 2009.

Our business, financial position and development plans may be adversely affected if our Group
does not generate sufficient cash flows from operations to meet our present and future financial
obligations, or if we are unable to repay our loans and borrowings when they fall due. Adequate cash
is expected to be required to fund the expansion of our operations. Hence, we may need to raise
additional funds through debt or other forms of financing to finance our operations and/or to
refinance our debts.

Our business operations may be affected by the interruption or shortage of supplies of water, electricity,
steam and coal.

Steady supply of water, electricity, steam and coal play a critical role in our production
processes. We rely partly on the local utility provider and partly on our heat and electricity co-
generation plant for electric power and steam in Zhongshan, Guangdong Province, the PRC. In the
event that the supply of water, electricity, steam or coal in Zhongshan and/or Zhuhai, Guangdong
Province, the PRC, where our operations are based is interrupted, we may not be able to obtain
alternative sources for these utilities at reasonable costs and in timely manner, or at all. As a result,
our business operations may be adversely affected.

We rely on our major suppliers.

We are dependent on several major suppliers of raw materials such as raw paper and waste
paper. Apart from Yong Fa Paper, we purchase our raw materials principally from Independent
Third Parties. Our purchase from the top five suppliers accounted for approximately 33.3%, 40.6%,
52.5% and 50.9% of our total purchase for the three years ended 31 December 2009 and nine months
ended 30 September 2010, respectively. If we cannot obtain an adequate supply of raw materials
from these suppliers, we may be required to purchase from other more expensive sources. As we do
not normally enter into long-term contracts with our suppliers, there is no assurance that we can
obtain stable supply of raw materials or continue to maintain stable relationships with our suppliers
in the future. Failure of our major suppliers to meet our demand or the loss of any of these key
suppliers will disrupt our supply and have a material adverse impact on our business operations.
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We may be subject to certain risks related to our business and operations that are not covered in whole
or in part by our insurance policies.

We are subject to various risks associated with the operations of our business against which we
cannot insure, or have not insured adequately or at all. We are not required by the laws of the PRC
and have not maintained any product liability insurance coverage for products. Any liability and
possible claims for product liability could affect our reputation and have a material and adverse
effect on our business and results of operations.

Consistent with the customary practice in the PRC, we do not possess certain types of insurance
in relation to our business operations, such as business interruption insurance, account receivable
insurance, third party liability insurance for personal injury, and environmental damage. Should any
accidents, natural disasters or similar events cause significant property damage or personal injury to
our production facilities or employees, our business may be adversely affected, and a loss of assets,
lawsuits, employee compensation obligations or other forms of economic loss may also be resulted
which might cause an adverse impact on our business and results of operations.

We may not be able to effectively protect our intellectual property rights and industrial know-how, and
we may be involved in costly or unsuccessful intellectual property disputes.

Our ability to compete with other industry players relies on our possession of or our exclusive
right to use certain intellectual property rights, technology and know-how. It is possible that our
competitors may gain access to our technology and know-how if we fail to effectively protect our
intellectual property rights and industrial know-how. We are in the process of applying for
registration for some of our intellectual property rights. We cannot assure that the relevant approval
bodies will grant our intellectual property applications or confirm the scope of the granted
intellectual property rights that we have applied for.

Unexpected costs and resources may be incurred when monitoring unauthorised use of our
intellectual property, and we cannot assure you that applicable laws can fully protect our proprietary
rights and the steps we have taken will prevent unauthorised use of our technology and confidential
information. Moreover, any significant infringement by other parties of any intellectual property
which we have exclusive right to use in our business during the term of the exclusive right could
lower our competitive position and have an adverse effect on our operations.

In addition, as we expand our business and increase our market coverage, we may assert claims
against, or claims may be brought against us by, other parties arising from intellectual property
rights disputes. Also, third parties may allege that our technology or products have violated their
intellectual property rights. Resolution of claims may require us to redesign our technology, to
obtain licenses to use intellectual property belonging to third parties, which we may not be able to
obtain on reasonable terms, or at all, or to cease using the technology covered by those third party
rights. If such claims cannot be resolved through negotiations, we may face legal proceedings which
may be costly and time consuming, and thereby adversely affect our business and results of
operations. Furthermore, if we are not successful in these proceedings, we could lose our proprietary
rights to our intellectual property, which prevent us from operating our business in whole or in part.
Any of these events could adversely affect our business and results of operations.
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We face certain risks relating to the real properties we owned or leased.

We have failed to obtain the relevant planning permits, commencement permits for the
construction projects and failed to submit the construction projects for planning/quality check and
acceptance procedures for 45 buildings and structures that are owned by us with a total gross floor
area of approximately 50,996 sq.m. The said buildings have been used by us mainly for storage and
other ancillary facilities which are not directly related nor critical to our production process and no
revenue and profit contributions were generated from these properties during the Track Record
Period. As advised by our legal advisers as to PRC law, we could be ordered by the relevant PRC
authorities to demolish these buildings. We could be liable to a fine of: (a) up to a maximum of 10%
of the construction costs in respect of the buildings that we have failed to obtain the planning
permits; (b) up to a maximum of 2% of the contractual price in respect of buildings that we have
failed to obtain the commencement permits; and (c) up to a maximum of 4% of the contractual price
in respect of buildings that we have failed to undertake the completion acceptance checks. In this
connection, we have on 30 November 2010 undertaken to the relevant PRC authorities that we will
demolish 26 buildings with a total gross floor area of approximately 17,105 sq.m. by 31 December
2012; for the remaining 19 buildings we will apply for the planning permits, commencement permits
and submit the buildings for planning and quality check and acceptance procedures. If we fail to
obtain the planning permits, commencement permits or the planning and quality check and
acceptance from the relevant PRC authorities for any of these 19 buildings, we will demolish such
building by 31 December 2012. We received two confirmation letters issued by the competent
authorities, Zhongshan City Huangpu Town Planning Management Centre (1 L1 717 % [l 858 #1455 #2
fIr) and Zhongshan City Huangpu Town Construction Management Centre (1 L1 717 %5 [fl $8 4 545 #1
Jir) dated 30 November 2010, confirming that no action will be instituted against us and no penalty
will be imposed on us for the above irregularities.

We have failed to obtain the planning permit and submit the construction works for quality
check and acceptance procedures for a canteen owned by Zheng Ye Packaging (Zhongshan), which is
an ancillary facility and thus not crucial to our Group’s production process and no revenue and
profit contributions were generated from the said property during the Track Record Period. As
advised by our legal advisers as to PRC law, we could be ordered by the relevant PRC authorities to
demolish our canteen and could be liable to a fine of up to a maximum of 10% of the construction
costs of our canteen which amounted to RMB1,015. We may also be ordered to take remedial action
for our failure to submit the construction work for quality check and acceptance procedure and be
subject to a fine of up to a maximum of 4% of the contractual price for the construction of the
canteen which amounted to RMB406 and to make compensation if damages are caused to other
parties. We intend to demolish such canteen before June 2011.

In addition, we have failed to undertake the completion acceptance check for a building owned
by Zheng Ye Packaging (Zhuhai) that is used as mailroom, an ancillary facility. It is not crucial to
our Group’s production process as no revenue and profit contributions were generated from it
during the Track Record Period. We may be subject to a fine of up to a maximum of 4% of the
contractual price which amounted to RMBS5,153 and to make compensation if damages are caused to
other parties. Zheng Ye Packaging (Zhuhai) has submitted such construction project for quality
check and acceptance procedures and is yet to obtain the approval certificate from the competent
authority. We expect to obtain such certificate by 30 May 2011.

As at the Latest Practicable Date, we leased seven properties and four leases of our leased
properties that are not crucial to our operation have not been filed with the competent authorities
mainly due to the failure of the lessors to provide us with the relevant ownership certificates. Three
of the leased properties that we have not filed with the competent authorities are used as warehouse,
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canteen and workshop; whereas the remaining one is used as our production plant for our
honeycomb paper-based products and its ancillary facilities. As advised by our legal advisers as to
PRC law, although such lease agreements are enforceable and valid, we may be subject to a fine, the
amount of which is not specified in the existing relevant PRC laws and regulation. However with the
CRa h B = S B L) (Commercial Property Leasing Management Regulation®*) effective on 1
February 2011, it is stated that we may be subject to a fine of RMB1,000 to RMB10,000 for our
failure to file each of these lease agreements.

Three of our leased properties that we have not filed with the competent authorities were built
on rural collectively-owned land for construction purpose. Two of such leased properties are mainly
used as our warehouse and thus are not crucial to our Group; while the remaining one is used as our
production plant for our honeycomb paper-based products and its ancillary facilities such as boiler
room, security office and general office, in which we commenced operation in December 2010. The
planned annual production capacity for honeycomb paper-based products is 10,000,000 sq.m,
representing approximately 3.2% of the total capacity of the packaging division of our Group.
Under the relevant PRC laws and regulations, the lease of land use rights of rural collectively-owned
land has to be approved by two-thirds of the village committee members or of the village
representatives. However as the respective lessor has failed to provide us with the satisfactory
evidence showing such requisite approval, the relevant lease agreement may be void and not
enforceable. Our Directors do not foresee any major difficulties in finding suitable alternative
premises in Zhongshan Guangdong Province, the PRC, if we are required to evacuate the properties.
The estimated amount of relocation costs and time for our two honeycomb paper-based products
production lines are approximately RMB500,000 and 30 days, whereas the relocation costs for each
of the remaining leased properties is estimated to be approximately RMBS50,000. No revenue and
profit contribution were generated from the said properties during the Track Record Period.

Apart from the above, one of our lessors has not been granted the planning permit and
commencement permit for a building we lease as workshop and canteen, as a result of which the
relevant lease may be void and unenforceable. No revenue and profit contribution were generated
from the said properties during the Track Record Period.

In regard to these four leased properties, we have obtained a confirmation from the respective
lessor in which each lessor has undertaken to fully indemnify us for any penalties or losses arising
from any disputes or punishment in relation to the use of the leased premises during the leasing
period.

We cannot assure you that the relevant PRC authorities will not order the demolition of those
properties we owned for the failure as mentioned above, or to vacate us from our leased premises if
our lease agreement is declared void and unenforceable by the relevant PRC authorities, in which
case we will need to relocate, but may not be able to successfully find alternative sites to locate our
facilities on commercially reasonable terms, or at all. Our business operations, planned expansion
and future growth may be adversely disrupted, and this could have a material adverse effect on our
business and results of operations. The Controlling Shareholders have undertaken to indemnify our
Group against any damages, losses or liabilities which are or will become payable by any members of
our Group as a result of the above non-compliance by our Group in relation to our properties, which
are owned by our Group and will not therefore be covered by the undertakings of indemnity by the
lessors of our leased properties, particulars of which are set out under the paragraph headed “Other
information — 16. Estate duty, tax and other indemnities” in Appendix VI to this prospectus.
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We have not effected registration with the relevant local housing provident fund management centers,
maintained housing provident fund accounts in designated banks and made contributions towards
payments of housing provident funds for our employees in the PRC prior to August 2010.

We did not register, open accounts or contribute towards payments of the housing provident
funds as required by the PRC laws and regulation prior to August 2010. We have effected
registration with the relevant local housing provident fund management centers and opened our
housing provident fund accounts in designated banks in Zhongshan, Guangdong Province, the PRC,
since August 2010 and Zhuhai, Guangdong Province, the PRC, since September 2010 and have been
making contributions since then.

Each of the relevant local housing provident fund management centers of Zhongshan and
Zhuhai, Guangdong Province, the PRC, has confirmed with us in writing that we will not be held
liable for our failure to comply with the relevant laws and regulations regarding the housing
provident funds in the past. We are advised by our legal advisers as to PRC law that each of the
relevant local housing provident fund management centers of Zhongshan and Zhuhai, Guangdong
Province, the PRC, is competent to issue the confirmations.

Despite obtaining the confirmations from the local housing provident fund management
centers of Zhongshan and Zhuhai, Guangdong Province, the PRC, we cannot rule out the possibility
of the PRC government authorities of a higher level taking enforcement actions against us in the
future. We are advised by our legal advisers as to PRC law that in the event of enforcement actions
being taken against us, we could be demanded to effect payment of the outstanding contributions
that we should have made within a specified time as may be imposed by the relevant PRC authorities
and could be facing court proceedings for specific performance of such payment if we fail to comply
with the demand. We estimate that the outstanding amount of housing provident fund contributions
that should have been made if we were in strict compliance with the relevant PRC laws and
regulations prior to the date(s) of the above registration of accounts with the relevant local housing
provident fund management centers is approximately RMB9.4 million. If any enforcement actions
are taken against us as aforesaid, our business and results of operations may be adversely affected.
As at the Latest Practical Date, no enforcement actions were taken by the relevant PRC authorities
against us for the non-compliance as above mentioned. Our Controlling Shareholders have agreed to
indemnify us for all amounts payable in respect of the outstanding payments and for all fines,
penalties, damages, losses and liabilities which are or may become payable by us as a result of the
non-compliance as above mentioned.

We have delayed in undertaking the environmental impact evaluation procedures for our expanded
production capacity.

Compliance with environmental regulations is of vital importance to our business since our
production generates wastes, including wastewater, noise, gaseous and airborne emissions, which are
subject to stringent environmental regulations. We have delayed in undertaking the environmental
impact evaluation procedures for the expanded production capacity of Zheng Ye Packaging
(Zhongshan) but have now obtained the relevant certificates or approvals, including the waste
discharge permit and environmental protection confirmation. Our legal advisers as to PRC law have
advised that our Group will not be subjected to any penalties or fines in this regard.
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We failed to obtain the licence for the supply and sale of electricity to third parties during the Track
Record Period and up to 31 December 2010.

At the request of the local government for the general benefits of the community, we supplied
electricity to third parties where it is not practicable for the licensed power grid suppliers to provide
the necessary electricity in these areas due to the failure and/or delay in the transformation of power
grid operated by these licensed power grid suppliers. Zhong Tang Shi Ye (and after the merger by
absorption, Yong Fa Paper) failed to obtain the licence for the supply and sale of electricity to third
parties during the Track Record Period and up to 31 December 2010. As advised by our legal
advisers as to PRC law, in the event that any enterprise that has not obtained an electric power
business licence in accordance with applicable law engages in the provision of electricity business,
the electric power regulatory body shall order the enterprise to make correction and confiscate
earnings generated from such business, and may even concurrently impose a fine of not more than
five times as much as such earnings. The maximum amount of the fines that may be imposed on our
Group as a result of the non-compliance would be approximately RMB85.0 million. Yong Fa Paper
has ceased the sales and supply of electricity and steam to third parties and the regional power grid
since 1 January 2011.

We may not be able to pay any dividends on our Shares.

Dividends may be paid only out of our distributable profits as permitted under the relevant
laws. Our ability to pay dividends will therefore depend on our ability to generate sufficient
distributable profits.

Our Group declared a dividend of approximately RMB1.6 million, RMB6.1 million, RMB13.5
million and RMB36.4 million, respectively to its then shareholders in respect of the financial year
ended 31 December 2007, 2008, 2009 and nine months ended 30 September 2010, respectively. A
dividend of approximately RMB47.6 million was declared by our Group to its then shareholders
during the three-month period from 1 October 2010 to 31 December 2010. For details of our
dividends policy, please refer to the section headed “Financial information — Dividend policy” in
this prospectus.

We cannot assure that in the future we will pay dividends at a similar level to the past or at all,
and potential investors should be aware that the amount of dividends we paid in the past should not
be used as a reference or basis upon which future dividends are determined. The payment and the
amount of any dividends will depend on various factors, including but not limited to, the cash flows
and financial conditions of our Company, the calculation of distributable profit under PRC GAAP
and our future prospects. In addition, to the extent profits are distributed as dividends, such portion
of profits will not be available for investment in our operations, which may in turn limit our further
development.

Therefore, declaration and/or payment of future dividends, if any, will be at the discretion of
the Board and will depend on our future capital requirements, general financial conditions, legal and
contractual restrictions and other factors as the Board may deem relevant.

We are exposed to the risk of foreign exchange fluctuations.
We purchase some of our raw materials in US dollars and Hong Kong dollars and receive part
of our sales in Hong Kong dollars. As such, we are subject to transactional currency exposures. The

value of RMB against other foreign currency is subject to changes in the PRC Government’s policies
and international and economic developments. In July 2005, the PRC Government abolished the
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fixed exchange rate system, in which RMB was pegged against USS, and adopted a managed floating
exchange regime. Further, it has been suggested recently that foreign countries are putting more
pressure on the PRC Government to adopt a more flexible currency system, which could lead to a
further appreciation of RMB. RMB may be re-valued further against US§ or other currencies or may
be permitted to enter into a full or limited free float, which may could affect the value of RMB
against US§ or other currencies. Depreciation in the value of RMB may lead to an increase in the
cost of our raw materials and increase our cost of production. It may also materially and adversely
affect the value, our earnings and assets as well as our ability to fulfil any of our foreign currency
denominated obligations.

For the three years ended 31 December 2009, our Group’s sales denominated in HK dollars
were approximately HK$122.7 million, HK$95.9 million, HK$18.4 million, respectively and there
were no sales denominated in HK dollars for nine months ended 30 September 2010. Such sales in
HK dollars accounted for approximately 17%, 10% and 2% for our total sales for the three years
ended 31 December 2009, respectively. Our Group has also paid part of its purchase in HK dollars
and US dollars. It has paid approximately HK$77.7 million, HK$132.9 million, HK$84.8 million
and HK$96.5 million for the three years ended 31 December 2009 and nine months ended 30
September 2010, respectively, accounting for approximately 16%, 22%, 16% and 17% of our total
purchase costs for the same period. Our Group paid approximately US$2.3 million, US$3.7 million,
US$2.9 million and US$2.4 million, respectively for the Track Record Period, accounting for
approximately 4%, 5%, 4% and 3% of our total purchase costs for the same period.

The following sensitivity analysis adjusts the translation at each of the three years ended 31
December 2009 and the nine months ended 30 September 2010 for 10% depreciation in RMB against
each of the relevant foreign currencies. 10% is the sensitivity rate used when reporting foreign
currency risk internally to key management personnel and represents management’s assessment of
the reasonably possible change in foreign exchange rates. A positive (negative) number below
indicates an increase (decrease) in profit for the year/period where RMB depreciates against the
relevant foreign currencies. For a 10% appreciation of RMB against the relevant currencies, there
would be an equal and opposite impact on the profit before tax for the year/period.

Nine months

ended

Year ended 31 December 30 September

2007 2008 2009 2010

RMB RMB RMB RMB

Profit/(Loss) 2,598,000 (5,998,000) (7,821,000) (10,039,000)

RISKS RELATING TO THE INDUSTRY
The markets in which we operate are highly competitive.

We compete on the basis of our product quality, consistency, performance and price. If we are
unable to control our costs in connection with our planned expansion or anticipate and respond to
changing customer preferences, we may not be able to compete successfully. We cannot assure you
that our competitors which are of larger sizes than us will not invest and successfully establish
themselves as market leaders in the corrugated medium paper and paper-based packaging products
segment. In addition, we cannot assure you that we will be able to compete effectively or gain market
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share in local markets where we are not currently a market leader or where we do not currently have
an established presence. The inability to compete effectively in new local markets may adversely
affect our expansion plans and future growth.

Under the PRC’s foreign investment rules, foreign investment in paper manufacturing and
paper-based packaging is permitted. A number of foreign companies have established paper
manufacturing and paper-based packaging enterprises in the PRC, and we anticipate a growing
number of foreign new entrants in the future, in which case we may face increasing competition from
such enterprises. As these foreign companies may have greater access to financial resources, higher
levels of vertical integration and longer operating histories, if we are unable to maintain our
operating efficiency and economies of scale, we may not be able to compete successfully. Our failure
to compete successfully against our competitors could have a material adverse effect on our business
and results of operations.

Any employee injury claims or failure to comply with any present or future employee health and safety
standards may materially and adversely affect our business, results of operations and financial
conditions.

Since our Group’s business involves the operation of heavy machinery, industrial accidents
resulting in employee injuries or deaths may occur, and such potential industrial accidents may lead
to significant property loss and personal harm. In such an event, our Group may be liable for loss of
life and property, medical expenses, fines or penalties for violation of applicable PRC laws and
regulations as well as subject to claims and lawsuits, business interruptions caused by equipment
shutdowns for government investigation or implementation or imposition of safety measures as a
result of the accidents. Accordingly, our profitability, relations with customers, suppliers, employees
and regulatory authorities may be adversely affected. We cannot assure you that any preventive
measures we have taken or may take will be adequate to prevent any industrial accidents in the
future.

Further, we are required to ensure safety throughout our business operations in order to
comply with rigorous PRC safety standards and pass routine safety inspections. In the event of a
PRC government determination that our operations or products fail to meet, or are in breach of,
national or local standards for safety, we could be subject to substantial amount of fines or penalties
or be required to invest additional capital to carry out necessary improvements to meet such
standards, and accordingly our business, results of operations and financial conditions would be
significantly and adversely affected and we may not be able to implement our expansion plans as
proposed. Moreover, should our products lead to harm or injury as a result of the failure to satisfy
the relevant safety standards in the PRC, or result in non-compliance with the labour laws of the
PRC, we could be subject to additional fines, penalties and lawsuits, which could increase our costs
significantly and could potentially harm our business reputation, resulting in consumers being less
inclined to purchase our products and services, thereby materially and adversely affecting our
profitability and results of operations.

Our business operations may be affected by current or future environmental regulations.

The PRC government has enacted various national and local environmental laws and
regulations, such as "3 A RALFIEBREE{R#5 (Environmental Protection Law of the People’s
Republic of China*), #13 A\ RILFNE /KI5 L B2 (Law of the People’s Republic of China on the
Prevention and Control of Water Pollution®), Hv## A [ 1 [ [ #5597 15 YL 3R 5L B G % (Law of the
People’s Republic of China on the Prevention and Control of Environmental Pollution by Solid
Waste*), H 3 A [ IR B 455 52 2257875 (Law of the People’s Republic of China on Environmental
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Impacts Appraisal*), and % A\ RILFNE T E A E L #ED: (Law of the People’s Republic of China
on Promoting Cleaner Production®). These environmental laws and regulations impose rigorous
standards on us regarding water discharge, airborne emissions, the use, handling, discharge and
disposal of wastes, noise pollution, and remediation of environmental contamination. For details of
how these laws and regulations affect our business, please refer to the section headed “Regulatory
overview” of this prospectus.

In addition, environmental laws and regulations could become even more stringent in the
future. Our operating expenses may increase if the standards for discharge, or interpretation or
enforcement of such standards, become stricter. Moreover, we are liable for damages caused by
pollutants generated during our production. We cannot assure you that we will at all times be in full
compliance with all of the environmental laws and regulations that apply to our operations due to
our negligence. Any failure, or any claim that we have failed, to comply with environmental laws and
standards could cause delays in our production and capacity expansion, which may adversely affect
our business and results of operations.

In view of the repercussion of the environmental protection rules and regulations, we incur
costs on our facilities and equipment to ensure the compliance with the relevant rules and
regulations. Approximately RMB7.3 million, RMB6.9 million, RMB9.2 million and RMB9.7 million
was incurred in this regard for the three years ended 31 December 2009 and the nine months ended
30 September 2010 and the expected cost of compliance going forward is approximately RMB6.0
million per annum.

Any change in the PRC government’s initiatives to encourage spending on household appliances could
affect our results of operation.

The PRC government has implemented the Rural Appliance Rebate Program to boost rural
consumption and to supply the rural market with reliable and affordable household appliances and
consumer electronics since 2007. According to the statistics by MOFCOM, sales volume of
household appliances under this program amounted to approximately 46.4 million units in the first
eight months of 2010 with a total sales value of approximately RMB100.9 billion. As compared to
the same period in 2009, both figures increased by approximately 1.6 and 2.1 times, respectively.
Apart from that, the PRC government has also implemented the Change of the Old for New Program
in 2009. According to the Administration System of the Change of the Old for New Program, the
accumulated sales volume and value of household appliances under such program was
approximately 14.1 million units and RMBS54 billion, respectively on 31 May 2010. Such
programs have boosted the demand for household appliances, and have indirectly benefited our
Group’s operation. Approximately 65%, 68%, 69% and 79% of our revenue from the paper-based
packaging product segment was derived from household appliances manufacturers for the three
years ended 31 December 2009 and nine months ended 30 September 2010, respectively.

The Rural Appliance Rebate Program was planned to expire on 30 November 2012 and the
Change of the Old for New Program is to expire on 31 December 2011. Upon the expiry of such
programs and without the subsidies from the PRC government, the demand in household appliances
within the PRC may decrease, which may also have an adverse impact on the demand of our Group’s
products accordingly.
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Any change in PRC industrial policy could adversely affect our profitability and ability to implement
our expansion plans.

With regard to the paper industry, the PRC government has implemented a policy to encourage
the growth of larger enterprises by providing support, such as supply of materials and assistance
with new product development, while restricting the establishment of smaller paper companies, in an
effort to reduce pollution and save timber and energy. Any change in the PRC industrial policy could
cause us to lose the governmental support we currently enjoy, which could lead to difficulty in
adequately funding key projects or accessing the raw materials we need. Should this happen, our
profitability and ability to expand our operation may be adversely affected.

The NDRC promulgated #5 4K ¥ %R EUK (Paper Making Industry Development Policy*)
(the “Policy”) on 15 October 2007. The Policy provides that if an enterprise’s production of a single
type of paper product accounts for more than 35% of the domestic market share, filing for the
approval of new construction projects related to that particular type of paper product shall be
disallowed. Furthermore, it is stated that, for a paper company with a production capacity exceeding
20% of the total domestic market consumption volume, filing for the approval of new pulp and
paper making projects shall be disallowed.

As at the Latest Practicable Date, we did not produce any single type of paper product
(according to the classification in the Policy) that has a domestic market share exceeding 35% for
any single type of paper product and we did not have an aggregate production capacity exceeding
20% of the total domestic market consumption volume. Therefore, we are not currently affected by
the aforesaid provisions of the Policy. However, as our business and production capacity grows, we
may become subject to the provisions described above and other restrictions contained in the Policy
in the future. Should our market share and aggregate production capacity in the future require us to
comply with the Policy and NDRC’s standards, our business and results of operations may be
adversely affected. The Policy may limit the growth of our Group in the future.

RISKS RELATING TO THE PRC

Changes in political or economic policies or a slowdown in the PRC economy may have an adverse
impact on the demand for our paper products.

For each of the three years ended 31 December 2009 and the nine months ended 30 September
2010, we generated all our revenue from sales of products in the PRC. We anticipate that revenues
from sales of our products in the PRC will continue to represent a large proportion of our total
revenue in the medium term as most of our customers are located in the PRC. As such, our results of
operations and prospects are and will continue to be subject to economic, legal and political
developments in the PRC to a significant extent. In the recent decade, the PRC government has
implemented various measures in relation to the development of the paper industry, such as
restructuring the fragmented paper industry and encouraging foreign investment, both of which have
led to changes in market structure of the paper industry and paper prices. However, there is no
assurance that policies and measures that were introduced and those that may be introduced by the
PRC government in the future to benefit the PRC paper industry in general may not have a negative
effect on us. Any adverse change in government policies that increases our cost of production could
adversely affect our business and financial conditions.

In addition, although the PRC has gradually shifted from a planned economy toward a market-

oriented economy, continued governmental control of the economy may adversely affect us. We
cannot assure that the PRC government will not continue to pursue economic reforms. A number of
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policies and measures that could be taken by the PRC government to regulate the economy,
including the introduction of measures to control inflation, deflation, or resulting in reduced growth,
changes in the rates or methods of taxation, or the imposition of additional restrictions on currency
conversions and remittances abroad, could materially and adversely affect our business, results of
operations and financial conditions.

A change in the PRC tax policy could have an adverse effect on our tax liabilities.

Pursuant to " #E A R HANEH A SE T 15805 (Enterprise Income Tax Law of the PRC*) enacted
on 16 March 2007 and H#eE A RALHNER A 2E A1 BLE B M H] (Implementation Regulations of
Enterprise Income Tax Law of the PRC*) enacted on 6 December 2007 (collectively the “Income Tax
Law”), both of which took effect on 1 January 2008, a uniform tax rate of 25% is adopted for all
enterprises, including foreign-invested enterprises. The Income Tax Law has revoked many previous
tax exemptions, reductions and preferential treatments which were applicable to foreign-invested
enterprises. However, foreign-invested enterprises that were entitled to fixed-term preferential tax
treatment before the enactment of the Income Tax Law shall continue to enjoy such preferential tax
policies in the same manner and for the duration as specified in relevant tax laws. Zheng Ye
Packaging (Zhuhai) and Zheng Ye Alliance Packaging have obtained approvals from the relevant
PRC tax authorities to enjoy preferential tax treatment in accordance with such laws and
regulations. The state taxation authority has confirmed that each of Zheng Ye Packaging (Zhuhai)
and Zheng Ye Alliance Packaging is entitled to an exemption from enterprise income tax for a period
of two years starting from 1 January 2008, and an enterprise income tax rate of 12.5% for a period of
three years starting from 1 January 2010. Our tax liability will increase following the expiry of the
above preferential tax treatment.

As at the Latest Practicable Date, Yong Fa Paper and Zheng Ye Packaging (Zhongshan) were
regarded as high-technology enterprises in 2009 and they were eligible to a preferential income tax
rate at 15% for 2009, 2010 and 2011. In addition, Zhong Tang Recycling was exempted from the
value-added tax for its trading of waste and old materials for the years 2007 and 2008, and
subsequently it enjoyed 70% and 50% rebate, respectively, of the valued add-tax for the years 2009
and 2010. We cannot guarantee that the effective tax rate applicable to us will not increase and the
favourable tax treatment available to us will continue in the future, in which case our tax liabilities
will increase accordingly and may have an adverse effect on our cash flow and financial conditions.

We may not be entitled to the preferential tax treatment under the Arrangement between the Mainland
of China and the Hong Kong Special Administrative Region for the Avoidance of Double Taxation and
the Prevention of Fiscal Evasion with respect to Taxes on Income (A 317 #5 55 Bl 47 B¢ 5 B 7 3% i 45
JE G B 2080 Fn B Ik A R B B L HF) (the “Tax Arrangement”).

On 21 August 2006, Hong Kong and the PRC entered into the Tax Arrangement, which
provides that the withholding tax rate for the dividends between Hong Kong resident enterprises and
PRC resident enterprises is: (i) 5% of dividends in case that the enterprise of one side holds at least a
25% equity interest of the enterprise of the other side; or (ii) 10% of dividends in other cases.
Pursuant to Circular of the State Administration of Taxation on Issues Relating to the
Implementation of the Dividend Provisions in the Tax Treaties (“Circular 817), the following
requirements shall also be satisfied if the Hong Kong Shareholder is to be entitled to the preferential
tax treatment under the Tax Arrangement: (1) it shall hold at least 25% equity interest and voting
rights of the PRC resident enterprise; and (2) it shall hold at least 25% equity interest for at least 12
months prior to the receipt of the dividend. According to I J& &= Z Bl ioh 2 F7 8 5 B HEL GRUAT)
(Administrative Measures for Non-resident Enterprises to Enjoy Treatments under Tax Treaties*)
(the “Administrative Measures”) which came into force on 1 October 2009, where a non-resident
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enterprise (as defined under the PRC tax laws) receiving dividends from PRC resident enterprises
wants to enjoy the favorable tax benefits under the tax treaties, it shall submit an application for
approval to the competent tax authority. If the application for enjoying the favourable withholding
tax under the Tax Arrangement is not approved, it may not enjoy the favorable withholding tax
under the Tax Arrangement. Moreover, according to Circular 81, if the primary purpose of a
transaction or an arrangement in relation to the reorganisation of PRC subsidiaries is deemed by the
competent authorities to have been made for the purpose of enjoying favorable tax treatment, such
favorable tax treatment may be adjusted by the competent authorities. As we may receive dividends
from Zheng Ye Packaging (Zhuhai), Zheng Ye Packaging (Zhongshan), Yong Fa Paper, Zhong Tang
Recycling, Zheng Ye Packaging (He Fei) and Zheng Ye Alliance Packaging through our Hong Kong
subsidiaries, we cannot assure you that the Hong Kong subsidiaries can enjoy the favourable
withholding tax rate of 5% as the reorganisation of the PRC subsidiaries may be deemed to have
been made in order to enjoy favourable tax treatment. This may reduce the amount of our future
distribution of profits to our Shareholders.

We may be deemed to be a PRC tax resident and we may be subject to PRC tax on our worldwide
income.

Under the Income Tax Law, if a non PRC resident enterprise does not have any establishment
in the PRC, or in case such non PRC resident enterprise has an establishment in the PRC, its income
derived from the PRC is not related to its PRC establishment, its income derived from the PRC will
be subject to a tax rate of 10%. However, if an enterprise incorporated outside the PRC has its “de
facto management organisation” located within the PRC, the enterprise may be recognised as a PRC
resident enterprise and thus may be subject to an enterprise income tax at the rate of 25% on its
worldwide income, excluding equity-investment income such as dividends and bonus between
qualified PRC resident enterprises. The term “de facto management organisations” refers to entities
exercising overall management and control over issues such as operations, personnel, finance and
assets. Substantially all of our management team members are residing in the PRC. If most of them
continue to reside in the PRC, there is no assurance that our offshore companies will not be deemed
as PRC resident enterprises under the Income Tax Law and therefore be subject to the PRC
enterprise income tax at a rate of 25% on our worldwide income.

Dividends payable by us to our foreign investor, gains on sale of our Shares and our transfer of equity
interests in our PRC subsidiaries may become subject to withholding tax under PRC tax laws.

Under the Income Tax Law, a PRC withholding tax at the rate of 10% is applicable to
dividends payable to investors that are “non-resident enterprises”, which do not have an
establishment or institutions in the PRC, or with such establishment or institutions but the
relevant dividend is not effectively connected with such establishment or institution, to the extent
such dividends have their source within the PRC, unless there is an applicable tax treaty between the
PRC and the jurisdiction in which the investor resides which reduces or exempts the relevant tax.

Furthermore, BN IEfE RA R EE S AE SR E M)  (the Notice on
Strengthening Administration of Enterprise Income Tax for Share Transfers by Non-PRC
Resident Enterprise*) (Circular Guoshuihan [2009] No. 698) issued by HZEFIHH)F (the State
Administration of Taxation*) on 10 December 2009 and have a retrospective effect as from 1
January 2008, provides that where a foreign investor indirectly transfers the equity of a PRC resident
enterprise by disposing the equity of an overseas holding company (the “Indirect Transfer”) located
in a tax jurisdiction that: (i) has an effective tax rate of less than 12.5%; or (ii) does not tax its
residents on their foreign incomes, the foreign investor shall report the Indirect Transfer to the
competent PRC tax authority within 30 days upon the conclusion of the equity transfer agreement.
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The PRC tax authority will examine the true nature of the Indirect Transfer. Should it deem the
foreign investor to have made the transfer in order to avoid the PRC tax, the PRC tax authority may
disregard the existence of the overseas holding company and re-characterise the Indirect Transfer.
As a result, gains derived from such Indirect Transfer may be subject to the PRC withholding tax at
the rate of 10%. (BRI IEE RAFEREEEISAESBEIIEE) (the Notice on
Strengthening Administration of Enterprise Income Tax for Share Transfers by Non-PRC
Resident Enterprise®) also provides that, where a non-PRC resident enterprise transfers its equity
interests in a PRC resident enterprise to its related parties and where the consideration is not based
on arm’s length principle, thus resulting in lower taxable income, the competent tax authority has the
authority to adjust the amount of taxable income pertaining to the transaction.

If we are required to withhold PRC tax on dividends payable to our foreign Shareholders under
the Income Tax Law, or if you are required to pay PRC tax on the transfer of your Shares, the value
of your investment in our Shares may be materially and adversely affected. Further, there is no
assurance that any direct or indirect transfer of our equity interests in our PRC subsidiaries through
our overseas holding companies in the future will not be subject to examinations by our PRC
subsidiaries’ tax authorities and a withholding tax of 10% will not be imposed as a result thereof,
even if we or our overseas subsidiaries are considered as non-PRC resident enterprises.

PRC regulations concerning direct investment and loans by offshore holding companies to PRC entities
may delay or restrict us from funding our PRC subsidiaries.

Any capital contribution or loans that we, as an offshore entity, make to our PRC subsidiaries
including from the proceeds of the Global Offering, are subject to requirements under the PRC laws.
Such requirements provide, among others, that any of our loans to our PRC subsidiaries cannot
exceed the margin between the total amount of investment that our PRC subsidiaries are approved
to make under relevant PRC laws and the registered capital of those PRC subsidiaries, and any such
loans must be registered with the competent SAFE branches. In addition, MOFCOM or its local
counterpart must approve our additional capital contributions to our PRC subsidiaries. There is no
assurance that we will be able to obtain these approvals on a timely basis, or at all. If we fail to
obtain such approvals, our ability to make equity contributions or provide loans to our PRC
subsidiaries or to fund their operations may be affected, which could adversely impact our PRC
subsidiaries’ liquidity and our overall business, results of operations and financial conditions.

Changes and uncertainties in the PRC legal system may have an adverse effect on our operations.

Unlike the adversarial legal system in Hong Kong, the PRC legal system is based on written
statutes, and therefore prior court decisions may be cited for reference but have limited precedential
value. Since 1979, the PRC government has been developing a comprehensive system of commercial
laws and considerable progress has been made in introducing laws and regulations when dealing with
economic matters such as foreign investment, corporate organisation and governance, commerce,
taxation and trade. However, these commercial laws are not fully developed and are subject to
change, making the interpretation and enforcement of such laws uncertain. These uncertainties limit
the reliability of legal protections available to us, and may negatively affect our business and results
of operations.

We cannot predict the effect of future developments in the PRC legal system, particularly with
regard to property rights and intellectual property protection. Additionally, we may be required to
obtain additional permits, authorisations and approvals for our existing business and future
projects, which may affect our operations and future plans.
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Changes in foreign exchange regulations may adversely affect our ability to pay dividends.

We receive all our revenue in RMB, which is currently not freely-convertible into other
currencies. As a result, any restriction on currency exchange may limit the ability of our subsidiaries
to use our revenue generated in RMB to pay dividends to us. Under existing foreign exchange
regulations in the PRC, following completion of the Global Offering, our PRC subsidiaries may
make payment of dividends without prior approval from SAFE by producing the following
documents to the designated bank: (i) tax completion certificates and tax form; (ii) audit report in
relation to profits or dividends; (iii) board resolution authorising distribution of profits or dividends;
(iv) foreign exchange registration certificate; (v) capital contribution verification report; and (vi) any
other documents that are required by SAFE. The PRC government has stated publicly that it intends
to make RMB freely convertible in the future. However, uncertainty exists as to whether the PRC
government may restrict access to foreign currency for current account transactions if foreign
currency becomes scarce in the PRC, in which case our ability to pay dividends or satisfy other
foreign exchange requirements may be adversely affected.

It may be difficult to effect service of process upon our Company or on our Directors who live in the
PRC or to enforce judgments obtained from non-PRC courts against us.

Our operating subsidiaries are all incorporated in the PRC and all our assets are located within
the PRC. It may not be possible for investors to effect service of process upon our operating
subsidiaries within the PRC or to enforce any judgments obtained from non-PRC courts against any
of such subsidiaries. The PRC does not have treaties or arrangements providing for the recognition
or enforcement of civil judgments of the courts of Hong Kong (except pursuant to the arrangement
between the Hong Kong government and the Supreme People’ Court of the PRC as described in the
following paragraph), the US or other western countries. Therefore, the recognition and
enforcement in the PRC of judgments obtained in such jurisdictions may be difficult or even
impossible. In addition, there are doubts as to the enforceability in original actions brought in the
PRC of actions predicated on the laws of Hong Kong, the U.S. or most other western countries.

On 14 July 2006, the Hong Kong government and the Supreme People’s Court of the PRC
entered into the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters by the Courts of the Mainland and of the Hong Kong Special Administrative
Region Pursuant to Choice of Court Agreements Between Parties Concerned (B N b B 545 Fll 47
TR 1% 325 2 AH B 58 PT RN T O S N Tk e R 1) R P R R M %2 BF). Under such arrangement, which
became effective on 1 August 2008, a party with a final judgment with enforceable effort rendered by
a designated Hong Kong court requiring payment of money in a civil and commercial case pursuant
to a written choice-of-court agreement may apply to the relevant People’s Court in the PRC for
recognition and enforcement of the judgment in the PRC and vice versa. A choice of court agreement
in writing is any written agreement entered into between the parties after the effective date of such
arrangement under which a Hong Kong court or a PRC court is expressly designated as the court
having sole jurisdiction for the dispute concerned. However in the case where a choice-of-court
agreement is in place, the outcome of any action taken under such arrangement may still be
uncertain as the interpretation of relevant cases has not been fully developed.

The enforcement of the Labour Contract Law and other labour-related regulations in the PRC may
adversely affect our business and our results of operations.

On 29 June 2007, the National People’s Congress of the PRC enacted % A R 31 [ 45 B) &[]
i% (the PRC Labour Contract Law*) (the “Labour Contract Law”), which was implemented on 1
January 2008. Compared to H# A\ R AL FIE 25 8 1% (Labour Law of the PRC*), the Labour Contract
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Law contains more restrictions and increases an employer’s costs when reducing its workforce. The
Labour Contract Law includes specific provisions related to fixed-term employment contracts,
temporary employment, probation, consultation with labour unions and employee general
assemblies, employment without a contract, dismissal of employees, compensation upon
termination and overtime work, and collective bargaining. According to the Labour Contract
Law, where a labour contract has been renewed under circumstances that do not fall within those
specified in the Labour Contract Law after the employer has concluded a labour contract for fixed
term with such labour for two consecutive time, the labour contract then renewed shall be one with
unfixed term. Either the employer or employee is entitled to terminate the labour contract in
circumstances as prescribed in the Labour Contract Law or if certain preconditions is fulfilled, and
in certain cases, the employer is required to pay a statutory severance upon the termination of the
labour contracts pursuant to the standards stipulated in the labour contract law. Further, under Ji T.
W B IR 9 (Regulations on Paid Annual Leave for Employees*), which was implemented on 1
January 2008, employees who have served more than one year with an employer are entitled to paid
vacation ranging from five to 15 days, depending on their length of service. Employees who waive
such vacation entitlement at the request of employers shall be compensated at three times of their
normal salaries for each waived vacation day. As a result of these protective labour measures, our
Group’s historical labour costs may not be indicative of our labour costs going forward. Compliance
with the relevant laws and regulations may substantially affect our operating costs and thus may
have a material adverse effect on our results of operations.

Our operations could be materially and adversely affected by severe communicable diseases, acts of
war, terrorism or other incidents which are beyond our control.

Our business is subject to outbreak of severe communicable diseases, such as swine flu, avian
flu, severe acute respiratory syndrome, natural disasters or other acts of God which are beyond our
control and which may adversely affect the economy, infrastructure, livelihood and society in China.
Acts of war and terrorism may also injure our employees, cause loss of lives, damage our production
facilities, disrupt our distribution channels and destroy our markets, any or all of which could
materially impact our revenue, costs, financial conditions and growth potentials. The potential for
these incidents may also cause uncertainty leading to our business as well as those of our customers
and suppliers to suffer in the ways that we cannot predict. Our business and operating results may
materially and adversely be affected as a result.

RISKS RELATING TO THE GLOBAL OFFERING
There has been no prior public market for the Shares, and an active trading market may not develop.

There was no public market for the Shares prior to the Global Offering. The initial Offer Price
range for the Offer Shares was the result of negotiations among our Company and the Global
Coordinators (acting on behalf of the Underwriters). You should not view the Offer Price as any
indication of the price that will prevail in the trading market. The market price for the Shares may
drop below the Offer Price upon commencement of dealing in Shares on the Main Board. In
addition, a listing on the Stock Exchange does not guarantee that an active and liquid trading
market for the Shares will develop or be sustained following the Global Offering or in the future.

The trading volume and market price of our Shares may be volatile.
The trading volume and market price of the Shares could be subject to significant volatility in

response to, among other factors, (i) investors’ perceptions of our Group and our future plans; (i)
variations in our Group’s operating results; (iii) changes in pricing made by us or our competitors;
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(iv) technological innovations; (v) changes to senior management; (vi) the depth and liquidity of the
market for the Shares; and (vii) general economic and other factors. Any material changes in the
above factors could cause the market price of the Shares to change substantially.

Due to the time lag between pricing and trading of the Shares, there is a risk that the price of our Shares
may fall before trading begins.

The Offer Price will be determined on the Price Determination Date, which is expected to be on
or about Thursday, 17 March 2011. However, trading of the Shares on the Main Board will not
commence until the Shares are delivered, which is expected to be on Monday, 28 March 2011. During
this period, investors may not be able to sell or otherwise deal in the Shares. Accordingly, holders of
the Shares are subject to the risk that the Shares’ trading price could fall before trading begins
resulting from adverse market conditions or other adverse developments that could occur between
the time of the sale and the time trading begins.

Concentrated ownership and the Controlling Shareholders may exert substantial influence over us and
may not act in the best interests of our independent Shareholders.

Immediately upon completion of the Global Offering, Hu Hanchao Investment, Hu Hancheng
Investment, Hu Hanxiang Investment and Hu Zheng Investment (which are ultimately owned by the
Hu Brothers) will collectively own 70% of our issued share capital, without taking into account of
any Shares which may be allotted and issued pursuant to the exercise of any options that may be
granted under the Share Option Scheme or upon the exercise of the Over-allotment Option. The Hu
Brothers will then be in a position to exert significant influence over our affairs, and will be able to
influence the outcome of any Shareholders’ resolution, irrespective of how other Shareholders may
vote. The interests of the Hu Brothers, as our Controlling Shareholders, may not necessarily be
aligned with that of independent Shareholders, and this concentration on ownership may also have
the effect of delaying, deferring or preventing a change in control of our Company.

Investors will experience immediate dilution and may experience further dilution in the value of their
Shares.

Because the Offer Price of our Shares is higher than the net tangible book value per Share of
our Shares immediately prior to the Global Offering, purchasers of our Shares in the Global Offering
will experience an immediate dilution in pro forma combined net tangible assets value to RMB1.00
or HKS$1.19 per Share, based on the maximum Offer Price of HK$1.93, assuming that the Over-
allotment Option is not exercised. In addition, our Board approved our Share Option Scheme on 4
March 2011, particulars of which are summarised under the paragraph headed “Other information
— 15. Share Option Scheme” in Appendix VI to this prospectus. The maximum number of Shares in
respect of which options may be granted under the Share Option Scheme is 50,000,000 Shares, which
represents approximately 10% of the total number of our enlarged share capital upon completion of
the Global Offering, assuming the Over-allotment Option is not exercised. Any exercise of the
options granted under the Share Option Scheme will result in a dilution in the earnings per Share and
net asset value per Share.

There may be dilution of shareholding as a result of additional equity fund raising.
To finance the expansion of our new developments relating to our existing operations or new
acquisition, we may need to raise additional funds in the future. If additional funds are raised

through the issuance of new equity or equity-linked securities of our Company in accordance with
the Listing Rules but other than on a pro-rata basis to existing Shareholders, the percentage of
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ownership of our then Shareholders in our Company may be diluted, Shareholders may experience
subsequent dilution and/or such securities may have rights, preferences and privileges senior to the
Shares.

Statistics and industry information have come from various sources which may not be reliable.

Certain facts, statistics and data presented in the section headed “Industry overview” and
elsewhere in this prospectus relating to the global and PRC markets of the paper industries have
been derived, in part, from various publications and industry-related sources prepared by
government officials or Independent Third Parties. We believe that the sources of the information
are appropriate sources for such information and the Sole Sponsor and our Directors have taken
reasonable care to extract and reproduce the publications and industry-related sources in this
prospectus, and we have no reason to believe that such information is false or misleading or that any
fact that would render such information false or misleading has been omitted. However, neither our
Group, our Directors, the Sole Sponsor nor any of the parties involved in the Global Offering have
independently verified, or make any representation as to, the accuracy of such information and
statistics. It cannot be assured that statistics derived from such sources will be prepared on a
comparable basis or that such information and statistics will be stated or prepared at the same
standard or level of accuracy as, or consistent with, those in other publications within or outside the
PRC. Accordingly, such information and statistics may not be accurate and should not be unduly
relied upon.

There are risks associated with forward-looking statements contained in this prospectus.

Included in this prospectus are various forward-looking statements that are based on numerous
assumption. For details of these statements including the associated risks, please refer to the section
headed “Forward-looking statements” in this prospectus.

We strongly caution you not to place any reliance on any information contained in press articles or
other media regarding the Global Offering.

There may have been, prior to the publication of this prospectus, and there may be, subsequent
to the date of this prospectus but prior to the completion of the Global Offering, press and media
coverage regarding us and the Global Offering, such as the profit estimate information. You should
rely solely upon the information contained in this prospectus, the Application Forms and any formal
announcements made by us in Hong Kong in making your investment decision regarding the Global
Offering. We do not accept any responsibility for the accuracy or completeness of any information
reported by the press or other media, nor the fairness or appropriateness of any forecasts, views or
opinions expressed by the press or other media regarding the Global Offering or us. We make no
representation as to the appropriateness, accuracy, completeness or reliability of any such
information or publication. Accordingly, prospective investors should not rely on any such
information, reports or publications in making their decisions whether to invest in the Global
Offering.

Prospective investors in the Global Offering are reminded that, in making their decisions as to
whether to purchase our Shares, they should rely only on the financial, operational and other
information included in this prospectus and the Application Forms. By applying to purchase our
Shares in the Global Offering, you will be deemed to have agreed that you will not rely on any
information other than that contained in this Prospectus and the Application Forms.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES ORDINANCE

For the purpose of the Listing, the Company has sought the following waivers from the Listing
Division of the Stock Exchange and the SFC in relation to certain of the requirements of the Listing
Rules and the Companies Ordinance.

WAIVER FROM STRICT COMPLIANCE WITH RULE 8.12 OF THE LISTING RULES
Background

It is required under Rule 8.12 of the Listing Rules that a new listing applicant applying for a
primary listing on the Stock Exchange must have a sufficient management presence in Hong Kong,
which normally means that at least two of its executive directors must be ordinarily resident in Hong
Kong.

As disclosed in this prospectus, our business, operation and production are primarily located,
managed and conducted in the PRC and, as such, none of our executive Directors are Hong Kong
residents nor ordinarily based in Hong Kong. As our executive Directors are, and will continue to
be, based in the PRC, our Company does not and, for the foreseeable future, will not have a
sufficient management presence in Hong Kong for the purpose of satisfying the requirement under
Rule 8.12 of the Listing Rules.

In view of our business, management and operations in the PRC, the appointment of additional
executive Directors who are ordinarily resident in Hong Kong would increase our administrative
expenses and reduce the effectiveness and responsiveness of our Board in making decisions for our
Group, particularly when business decisions are required to be made on a timely basis. Furthermore,
such additional executive Directors, not being able to be physically present at the place where our
daily operations and management take place, may not be able to fully understand the daily
operations of our business and management or appreciate the circumstances affecting our business
operations and development from time to time. This may adversely affect these Directors’ ability to
exercise their discretion on a fully informed basis, or to make appropriate business decisions or
judgments that are beneficial to the management, operation and development of our Group.

Similarly, if any of the existing PRC-based executive Directors are relocated to Hong Kong for
the sole purpose of satisfying the requirement under Rule 8.12 of the Listing Rules, these Directors
will no longer be physically present at the place where our daily operations and management take
place and may encounter the management difficulties as mentioned above.

For reasons stated above, our Directors consider that appointment of additional executive
Directors with ordinary residence in Hong Kong would be practically difficult and commercially
infeasible for our Company and may not be in the best interests of our Group and its Shareholders as
a whole.

Waiver sought

For the purpose of the Listing, an application has been submitted to the Stock Exchange and
the Stock Exchange has granted a waiver from strict compliance with Rule 8.12 of the Listing Rules.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES ORDINANCE

The following arrangements proposed by us for maintaining regular and effective
communication with the Stock Exchange for the purpose of Rule 8.12 of the Listing Rules are as
follows:

° We have appointed two authorised representatives (“Authorised Representatives™)
pursuant to Rule 3.05 of the Listing Rules who will act as our principal channel of
communication with the Stock Exchange, namely Mr. Hu Zheng, our executive Director
and Mr. Lau Wang Lap, an ordinarily resident in Hong Kong and our company secretary.

° Each of our Authorised Representatives:
— 1is authorised to communicate on our behalf with the Stock Exchange;

— has provided the Stock Exchange with his contact details, including home and office
telephone numbers and where available, facsimile number and email address, and
will therefore be readily contactable by the Stock Exchange;

— with regard to Mr. Hu Zheng who is not ordinarily resident in Hong Kong, is
holding valid travel document enabling him to travel to Hong Kong within a
reasonable time frame to meet with the Stock Exchange in Hong Kong upon request
by the Stock Exchange; and

— has appointed Mr. Hu Hancheng, our executive Director holding valid travel
document enabling him to travel to Hong Kong from time to time, as his alternate
whenever he is outside Hong Kong and has provided the Stock Exchange with the
contact details of his alternate, including home and office telephone numbers and
where available, facsimile number and email address, such that his alternate is
readily contactable by the Stock Exchange.

° We will appoint CMBI as our compliance adviser (“Compliance Adviser”) pursuant to
Rule 3A.19 of the Listing Rules. The Compliance Adviser will, in addition to the
Authorised Representatives, act as our additional channel of communication with the
Stock Exchange in Hong Kong.

° Our Authorised Representatives and Compliance Adviser have full access to their
respective contact details, including home and office telephone numbers and where
available, facsimile number and email address, and the contact details of each Director
and the alternate of our Authorised Representatives such that any one of them is readily
contactable by the other whenever required.

) We have provided the Exchange with our Directors’ contact details, including home and
office telephone numbers and where available, facsimile number and email address.

° All our Directors who are not ordinarily residents in Hong Kong hold, or can apply as

soon as possible, valid travel documents that will enable them to enter Hong Kong to meet
with the Stock Exchange within a reasonable time frame.
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES ORDINANCE

WAIVER FROM STRICT COMPLIANCE WITH THE ANNOUNCEMENT REQUIREMENT AS
APPLICABLE TO CERTAIN OF OUR CONTINUING CONNECTED TRANSACTIONS

Immediately upon the Listing, a number of our business transactions which we have carried on
from time to time with certain counterparties will constitute our continuing connected transactions
under the Listing Rules when these counterparties become, for the purpose of the Listing Rules, our
connected persons immediately upon the Listing.

These transactions are subject to the reporting and announcement requirements as applicable
to continuing connected transactions under Chapter 14A of the Listing Rules immediately upon the
Listing.

We have pursuant to Rule 14A.42(3) sought a waiver from the Stock Exchange from strict
compliance from the announcement requirement in respect of these continuing connected
transactions immediately following the Listing and the Exchange had granted us the waiver
sought with conditions imposed.

Detailed of these continuing connected transactions and other continuing connected
transactions of us as well as the waiver sought and granted and the conditions imposed are set
out in the section headed “Connected transactions” of this prospectus.

WAIVER FROM STRICT COMPLIANCE WITH RULE 4.04(1) OF THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH PARAGRAPHS 27 AND 31 OF THE
THIRD SCHEDULE TO THE COMPANIES ORDINANCE

Rule 4.04(1) of the Listing Rules requires that the accountants’ report of our Company for
inclusion in this prospectus shall include the combined results of our Group for each of the three
financial years immediately preceding the issue of this prospectus, or such shorter period as may be
acceptable to the Stock Exchange.

Section 342(1)(b) of the Companies Ordinance stipulates that a company incorporated outside
Hong Kong proposing to issue, circulate or distribute in Hong Kong any prospectus to offer for
subscription or purchase of its shares must state the matters specified in Part I of the Third Schedule
to the Companies Ordinance and set out the reports specified in Part IT of that Schedule. Under
paragraph 27 of Part I of the Third Schedule to the Companies Ordinance, our Company is required
to include in this prospectus a statement as to the gross trading income or sales turnover (as may be
appropriate) of our Company during each of the three financial years immediately preceding the
issue of this prospectus. Under paragraph 31 of Part II of the Third Schedule to the Companies
Ordinances, our Company is also required to include in this prospectus a report by the auditors of
our Company with respect to the profits and losses and assets and liabilities of our Group for each of
the three financial years immediately preceding the issue of this prospectus.

Pursuant to section 342A(1) of the Companies Ordinance, where it is proposed to offer any
shares in or debentures of a company incorporated outside Hong Kong (whether the company has or
has not established a place of business in Hong Kong) to the public by a prospectus or class of
prospectuses issued generally, the SFC may issue, on the request of the applicant, and subject to such
conditions (if any) as the SFC thinks fit, a certificate of exemption from compliance with any or all
of the requirements of section 342(1) of the Companies Ordinance if, having regard to the
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WAIVERS FROM STRICT COMPLIANCE WITH THE LISTING RULES AND
EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES ORDINANCE

circumstances, the SFC considers that the exemption will not prejudice the interest of the investing
public and compliance with any or all of those requirements, would be irrelevant or unduly
burdensome or is otherwise unnecessary or inappropriate.

We have applied to the Stock Exchange for a waiver from strict compliance with Rule 4.04(1) of
the Listing Rules and to the SFC for a certificate of exemption from strict compliance with the
requirements set out in section 342(1)(b) of the Companies Ordinance in relation to paragraphs 27
and 31 of the Third Schedule to the Companies Ordinance, on the ground that strict compliance with
these requirements would be unduly burdensome for our Company in that (1) the reporting
accountants of our Company would then have to undertake a considerable amount of audit work to
prepare, update and finalise the accountants’ report to cover an additional three-month period from
1 October 2010 to 31 December 2010 and there would not have been sufficient time for the reporting
accountants of our Company to complete and finalise the audit of the combined financial statements
of our Group for each of the three financial years ended 31 December 2010 for inclusion in this
prospectus prior to the Global Offering; (2) the additional audit work to be done by the reporting
accountants of our Company would not only involve additional costs and expenses but also require
substantial volume of work to be carried out for audit purposes; and (3) our Directors consider that
the benefits of such additional work to be done by the reporting accountants of our Company to the
existing and prospective Shareholders may not justify the additional work, costs and expenses that
would be involved and the delay of the timetable for the Listing, given that there has been no
significant change in the financial and trading position or prospects of our Group since 30
September 2010.

The Stock Exchange has granted us a waiver from strict compliance with Rule 4.04(1) of the
Listing Rules on the condition that (1) the SFC granting us a certificate of exemption from strict
compliance with Section 342(1)(b) of the Companies Ordinance in relation to paragraphs 27 and 31
of the Third Schedule to the Companies Ordinance subject to such conditions as the SFC thinks fit in
the granting of such certificate of exemption; (2) the Listing Date shall not be later than three
months after the latest financial year end of our Company, i.e. on or before 31 March 2011; (3) the
Company shall publish its result announcement for the financial year ended 31 December 2010 no
later than 31 March 2011 in compliance with Rule 13.49 (1) (ii) of the Listing Rules (the expected
date of publication is 31 March 2011); and (4) Rule 8.06 of the Listing Rules shall be complied with.
The SFC has granted us a certificate of exemption from strict compliance with paragraphs 27 and 31
of the Third Schedule to the Companies Ordinance on the conditions that (1) the particulars of the
exemption are to be set out in this prospectus; and (2) this prospectus shall be issued on or before 14
March 2011.

Our Directors have confirmed that (1) based on the sufficient due diligence work performed by
them as they consider appropriate, there have been no material adverse changes in the financial and
trading position or prospects of our Group since 30 September 2010 and up to the date of this
prospectus; (2) there is no event since 30 September 2010 which would materially affect the
information as contained in the accountants’ report of our Group set out in Appendix I to and other
parts of this prospectus; (3) they do not contemplate any change to the share capital structure of our
Company and that of each of our subsidiaries immediately following the Listing save as disclosed in
this prospectus; and (4) they are of the view that all information that is reasonably necessary for
potential public investors to make an informed assessment of the activities or financial position of
our Group has already been included in this prospectus and that neither a waiver granted by the
Stock Exchange nor an exemption granted by the SFC from strict compliance with the above
requirements would prejudice the interests of the public investors.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus includes particulars given in compliance with the Companies Ordinance, the
Securities and Futures (Stock Market Listing) Rules (subsidiary legislation V of Chapter 571 of the
Laws of Hong Kong) and the Listing Rules for the purpose of giving information to the public with
regard to our Company. This prospectus, for which our Directors collectively and individually
accept full responsibility for the accuracy of the information contained in this prospectus, includes
particulars given in compliance with the Listing Rules for the purpose of giving information with
regard to the Company. Our Directors, having made all reasonable enquiries, confirm that to the
best of their knowledge and belief the information contained in this prospectus is accurate and
complete in all material respects and not misleading or deceptive, and there are no other facts the
omission of which would make any statement in this prospectus misleading.

The Offer Shares are offered solely on the basis of the information contained and the
representations made in this prospectus and the Application Forms. So far as the Global Offering is
concerned, no person is authorised to give any information or to make any representation not
contained in this prospectus, and any information or representation not contained herein must not
be relied upon as having been authorised by us, the Sole Sponsor, the Underwriters, any of their
respective directors (where applicable) or any other parties involved in the Global Offering.

DETERMINATION OF THE FINAL OFFER PRICE

The final Offer Price is expected to be determined by agreement among the Sole Global
Coordinator (acting on behalf of all the Underwriters) and our Company on the Price Determination
Date which is expected to be on or around Thursday, 17 March 2011 and in any event not later than
Thursday, 24 March 2011. If, for whatever reason, the Sole Global Coordinator (acting on behalf of all
the Underwriters) and our Company are unable to agree on the final Offer Price, the Global Offering
(including the Hong Kong Public Offer) will not proceed and will lapse.

UNDERWRITING

This prospectus is published solely in connection with the Hong Kong Public Offer, which
forms part of the Global Offering. For applicants under the Hong Kong Public Offer, this
prospectus and the related Application Forms contain the terms and conditions of the Hong Kong
Public Offer. The Global Offering comprises the International Placing and the Hong Kong Public
Offer subject, in each case, to adjustment described in the section headed “Structure and conditions
of the Global Offering” in this prospectus. The number of the Offer Shares is subject to the Over-
allotment Option.

The Listing is sponsored by the Sole Sponsor and the Global Offering is lead managed by the
Joint Lead Managers. Subject to the terms of the Underwriting Agreements (including the
determination of the Offer Price by agreement between our Company and the Sole Global
Coordinator (on behalf of the Underwriters) on or around Thursday, 17 March 2011, being the
expected Price Determination Date or such later time as may be agreed by our Company and the
Sole Global Coordinator (acting on behalf of all the Underwriters) but in any event no later than
Thursday, 24 March 2011), the Hong Kong Public Offer Shares are fully underwritten by the Hong
Kong Underwriters and the International Placing Shares are expected to be fully underwritten by the
International Underwriters. For particulars of the Underwriters and the underwriting arrangements,
please see the section headed “Underwriting” in this prospectus.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

RESTRICTIONS ON OFFER OF THE OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares or the general
distribution of this prospectus and the Application Forms in any jurisdiction other than Hong Kong.
Accordingly, this prospectus may not be used for the purpose of, and does not constitute, an offer or
invitation in any jurisdiction outside Hong Kong or in any circumstances in which such an offer or
invitation is not authorised or to any person to whom it is unlawful to make such an offer or
invitation.

Each person acquiring the Hong Kong Public Offer Shares under the Hong Kong Public Offer
will be required to confirm and is deemed by his/her/its acquisition of the Offer Shares to have
confirmed that he/she/it is aware of the restrictions on offers of the Offer Shares described in this
prospectus and the Application Forms and that he/she/it is not acquiring, and has not been offered
any Offer Shares in circumstances that contravene any such restrictions.

Prospective applicants for the Offer Shares should consult their financial advisers and take
legal advice, as appropriate, to inform themselves of, and to observe, all applicable laws and
regulations of any relevant jurisdiction. Prospective applicants for the Offer Shares should inform
themselves as to the relevant legal requirements of applying for the Offer Shares and any applicable
exchange control regulations and applicable taxes in the countries of their respective citizenship,
residence or domicile.

APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Application has been made to the Listing Committee for the listing of, and permission to deal
in, the Shares in issue and to be issued pursuant to the Capitalisation Issue and the Global Offering
as mentioned in this prospectus (including any Shares to be issued pursuant to the exercise of the
Over-allotment Option and any options that may be granted under the Share Option Scheme).

No part of the Shares or our Company’s loan capital is listed or dealt in on any other stock
exchanges. At present, our Company is not seeking or proposing to seek listing of, or permission to
deal in, its securities on any other stock exchange.

HONG KONG SHARE REGISTER AND STAMP DUTY

All Shares issued pursuant to applications made in the Global Offering will be registered on our
Company’s branch register of members to be maintained in Hong Kong by our branch share
registrar and transfer office in Hong Kong.

Our Company’s principal register of members will be maintained by our principal share
registrar and transfer office in Bermuda.

Our Shares registered on our Hong Kong branch register of members constitute Hong Kong
property. Dealings in the Shares registered on our Company’s branch register of members in Hong
Kong will be subject to Hong Kong stamp duty.

Unless determined otherwise by our Company, dividends payable in HK dollars in respect of
the Shares will be paid to the Shareholders listed on our Company’s branch register of members to be
maintained in Hong Kong, by ordinary post, at the Shareholders’ risk, to the registered address of
each Shareholder, or if joint Shareholders, to the first-named therein in accordance with the Bye-
Laws.
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INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

STRUCTURE AND CONDITIONS OF THE GLOBAL OFFERING

Further details of the structure and conditions of the Global Offering, including details of the
Over-allotment Option, are set forth under the section headed “Structure and Conditions of the
Global Offering” in this prospectus.

PROCEDURE FOR APPLICATION FOR THE HONG KONG PUBLIC OFFER SHARES

The procedure for applying for the Hong Kong Public Offer Shares is set forth in the section
headed “How to apply for Hong Kong Public Offer Shares” in this prospectus and the Application
Forms.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for or purchasing the Offer
Shares or holding, disposing of or dealing in the Offer Shares, you should consult an expert. Our
Company, the Sole Global Coordinator, the Sole Bookrunner, the Sole Sponsor, the Joint Lead
Managers, the Underwriters, any of their respective directors or other parties involved in the Global
Offering do not accept responsibility for any tax effects on, or liability of, any person resulting from
subscribing for or purchasing or holding or disposing of or dealing in the Offer Shares.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Translated English names of Chinese laws and regulations,
governmental authorities, departments, entities institutions, natural persons, facilities, certificates,
titles and the like included in this prospectus and for which no official English translation exists are
unofficial translations for identification purposes only. In the event of any inconsistency, the
Chinese name prevails.
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DIRECTORS

DIRECTORS
Executive Directors
Name

Mr. Hu Zheng (% 1F)

Mr. Hu Hanchao (%)

Mr. Hu Hancheng (] 7EF2)

Non-executive Director
Name

Mr. Hu Hanxiang (%A )

Address

Room 202, Block 3, Junjing Garden
East District, Zhongshan
Guangdong Province, PRC

Room 703, Block 8, Shuiyunxuan Club
No. 12 North Qiwan Road

East District, Zhongshan

Guangdong Province, PRC

Room 703, Block 6, Shuiyunxuan Club
East District, Zhongshan
Guangdong Province, PRC

Address

Room 702, No. 2 Zhuzi Back Street
Panfu Road, Yuet Sau District
Guangzhou City

Guangdong Province, PRC

Independent non-executive Directors

Name

Mr. Chung Kwok Mo John
()

Mr. Wu Youjun (5% &)

Mr. Zhu Hongwei (K7 1%)

Address

Flat F, 30th Floor, Block 4
Royal Peninsula, Hunghom
Kowloon, Hong Kong

Room 2202,

No. 297 Guangzhou Road Central
Yuexiu District

Guangzhou City

Guangdong Province, PRC

Room 1004

No. 24 Jingyue Street
Haizhu District
Guangzhou

PRC
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Global Coordinator, Sole CMB International Capital Limited
Bookrunner and Sole Sponsor Units 1803—4, 18/F
Bank of America Tower
12 Harcourt Road
Central
Hong Kong

Joint Lead Managers CMB International Securities Limited
Units 1803-4, 18/F
Bank of America Tower
12 Harcourt Road
Central
Hong Kong

Haitong International Securities Company Limited
25/F, New World Tower

16—18 Queen’s Road Central

Hong Kong

Co-lead Manager Tung Shing Securities (Brokers) Limited
22/F China Overseas Building
139 Hennessy Road, Wanchai
Hong Kong

Co-Managers OSK Securities Hong Kong Limited
12/F., World-Wide House
19 Des Voeux Road Central
Hong Kong

Mitsubishi UFJ Securities (HK), Limited
11/F AIA Central,

1 Connaught Road Central

Hong Kong

Legal advisers to the Company As to Hong Kong law
Chiu & Partners
40th Floor
Jardine House
1 Connaught Place
Hong Kong

As to PRC law
Jingtian & Gongcheng
Level 34, Tower 3
China Central Palace
77 Jianguo Road
Chaoyang District
Beijing

PRC
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Legal advisers to the Sole Sponsor and
the Underwriters

Auditors and reporting accountants

Property valuer

Receiving bankers of the Hong Kong
Public Offer

As to Bermuda law

Conyers Dill & Pearman
2901, One Exchange Square
8 Connaught Place

Central

Hong Kong

As to Hong Kong law

Pang & Co. in association with Salans LLP
Level 76, International Commerce Centre

1 Austin Road West, Kowloon

Hong Kong

As to PRC law

Beijing Kangda Law Firm
2301, CITIC Building

No. 19 Jianguomenwai Street
Beijing

PRC

Deloitte Touche Tohmatsu
Certified Public Accountants
35/F One Pacific Place

88 Queensway

Hong Kong

CB Richard Ellis Limited
4/F Three Exchange Square
8 Connaught Place

Central

Hong Kong

The Bank of East Asia, Limited
10 Des Voeux Road Central
Hong Kong

Wing Lung Bank Limited

45 Des Voeux Road Central
Hong Kong
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CORPORATE INFORMATION

Registered office Clarendon House
2 Church Street
Hamilton HM11
Bermuda

Headquarters No. 173, South Xinming Road
Huangpu
Zhongshan City
Guangdong Province, PRC

Principal place of business Office 1211, 19th Floor
in Hong Kong Silver Fortune Plaza

No. 1 Wellington Street
Central
Hong Kong

Company’s website address www.zhengye-cn.com
(information on this website does not form part of this
prospectus)

Company Secretary Mr. Lau Wang Lap, CPA

Audit committee Mr. Chung Kwok Mo John (Chairman)

Mr. Wu Youjun
Mr. Zhu Hongwei

Remuneration committee Mr. Chung Kwok Mo John (Chairman)
Mr. Wu Youjun
Mr. Zhu Hongwei
Mr. Hu Zheng

Nomination committee Mr. Hu Zheng (Chairman)
Mr. Chung Kwok Mo John
Mr. Wu Youjun
Mr. Zhu Hongwei

Authorised representatives Mr. Hu Zheng
Room 202, Block 3, Junjing Garden
East District, Zhongshan
Guangdong Province, PRC

Mr. Lau Wang Lap
Flat E, 16/F, Tower 5
Sausalito

1 Yuk Tai Street

Ma On Shan

New Territories
Hong Kong
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CORPORATE INFORMATION

Compliance adviser

Principal bankers

Principal share registrar and transfer
office in Bermuda

Branch share registrar and transfer
office in Hong Kong

Mr. Hu Hancheng

(alternate to Mr. Hu Zheng and Mr. Lau Wang Lap)
Room 703, Block 6, Shuiyunxuan Club

East District, Zhongshan

Guangdong Province, PRC

CMB International Capital Limited
Units 1803-4, 18/F

Bank of America Tower

12 Harcourt Road

Central

Hong Kong

Bank of China

(Zhongshan Branch)

No. 18 Zhongshan Third Road
Zhongshan City

Guangdong Province

PRC

Industrial and Commercial Bank of China
(Zhongshan Huangpu Sub-branch)

No. 52 Xingpu Main Road

Huangpu Town

Zhongshan City

Guangdong Province

PRC

Industrial Bank Company Limited
(Zhongshan Branch)

First Floor, Da Dong Yu Building
Boai Fifth Road

Zhongshan City

Guangdong Province

PRC

Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke HM 08

Bermuda

Tricor Investor Services Limited
26th Floor

Tesbury Centre

28 Queen’s Road East

Wanchai

Hong Kong
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INDUSTRY OVERVIEW

This section contains certain information which has been derived from official, market and other
third party sources. Our Directors believe the sources of such information are appropriate sources for
the information. Our Company has exercised reasonable care in selecting and identifying the named
information sources and in compiling, extracting and reproducing such information. Our Directors
have no reason to believe that such information is false or misleading or that any fact has been
omitted that would render such information false or misleading. However, such facts and statistics
have not been independently verified by our Company, the Sole Global Coordinator, the Sole
Bookrunner, the Sole Sponsor, the Joint Lead Managers, the Underwriters, their respective
affiliates, directors and advisers or any other parties involved in the Global Offering. None of them
makes any representation as to the accuracy or completeness of such information which may not be
consistent with other information available and may not be accurate and should not be unduly relied
upon.

Certain information and statistics are extracted from the Packaging Report and the
Honeycomb Report prepared by Shangpu and CENC, respectively. The information extracted
from the Packaging Report and the Honeycomb Report reflects an estimate of market conditions
based on research and analysis from Shangpu and CENC. The information extracted from the
Packaging Report and the Honeycomb Report should not be viewed as a basis for investments
provided by from Shangpu and CENC and references to the Packaging Report and the Honeycomb
Report should not be considered as an opinion by Shangpu and CENC as to the value of any security
or the advisability of investing in our Company. While reasonable care has been taken in the
extraction, compilation and reproduction of such information and statistics by our Company, neither
our Company, the Sole Global Coordinator, the Sole Bookrunner, the Sole Sponsor, the Joint Lead
Managers, the Underwriters, their respective affiliates, directors or advisers, nor any party involved
in the Global Offering have independently verified such information and statistics directly or
indirectly derived from official government publications, and such parties do not make any
representation as to their accuracy. The information and statistics may not be consistent with other
information and statistics compiled by other parties.

OVERVIEW OF THE ECONOMY IN THE PRC
Robust Economic Growth in the PRC

The PRC’s economy has experienced a fast growing rate since its economic reform in 1978.
According to statistics released by the National Bureau of Statistics of China, the GDP of the PRC
grew steadily and significantly from approximately RMB9,921.5 billion in 2000 to approximately
RMB34,050.7 billion in 2009, representing a CAGR of approximately 14.7% from 2000 to 2009.
Despite the outbreak of the global financial crisis in the fourth quarter of 2008, the PRC economy
was resilient and recorded robust growth following the timely implementation of a series of
economic stimulus plans by the PRC government and its GDP maintained a growth of
approximately 16.9% and 13.2% in 2008 and 2009, respectively. The GDP per capita of the PRC
for 2009 amounted to approximately RMB25,125, increased at a CAGR of approximately 13.8%
from 2000 and increased by approximately 10.7% as compared to the previous year. Currently, our
Group has its production bases in Guangdong Province and will set up its production bases in Henan
Province and Anhui Province in the near future. According to the Statistics Bureau of Guangdong
Province, the GDP of Guangdong Province reached approximately RMB3,177.7 billion,
RMB3,679.7 billion and RMB3,948.3 billion respectively, for the three years ended 31 December
2009, representing approximately 12.3%, 12.2% and 11.6% respectively of the total national GDP.
According to the Statistics Bureaux of Anhui Province and Henan Province, the GDP of Anhui
Province reached approximately RMB736.1 billion, RMB885.2 billion and RMB1,006.3 billion
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respectively, for the three years ended 31 December 2009, representing approximately 2.9%, 2.9%
and 3.0% respectively. The GDP of Henan Province amounted to approximately RMBI1,505.8
billion, RMB1,840.8 billion and RMB1,936.7 billion for the three years ended 31 December 2009
respectively, representing approximately 5.9%, 6.3% and 5.7% respectively.

GDP and GDP per capita in the PRC 2000-2009

RMB billion RMB
40,000 1~ — 30,000

35’000 | 34,050.7
30,000 P
25,000
20,000
15,000 -
10,000
5,000
0

25,000
20,000
15,000
10,000

5,000

0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

mmm GDP (LHS) = GDP per capita (RHS)
Source: National Bureau of Statistics of China
Growth of personal wealth fosters the purchasing power

According to the National Bureau of Statistics of China, the annual disposable income per capita
of urban households in the PRC increased at a CAGR of approximately 11.8% from 2000 to 2009 and
increased by approximately 8.8% to RMB17,175 from 2008 to 2009 while the annual net income per
capita of rural households in the PRC increased at a CAGR of approximately 9.6% from 2000 and
increased approximately 8.2% to RMBS5,153 in 2009 as compared to the previous year. The growth in
annual disposable income of urban households and annual net income of rural households in the PRC
lead to an improvement in the purchasing power of people in the PRC. The demand for consumption
is also expected to increase in view of the accelerating plan of urbanization in the PRC. The annual
disposable income per capita of urban households and the annual net income per capita of rural
households in the PRC from 2000 to 2009 are shown in the charts below.

Annual disposable income per capita of urban households in the PRC 2000-2009
RMB

20,000
18,000 [~ 17,175.0
16,000 - 15,780.8
14.000 - - 513,785.8
12,000 — 10,493.0
10,000 — 84722 9,421.6
8,000
6,000 -
4,000 [
2,000 [
0

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Source: National Bureau of Statistics of China

— 63 —



INDUSTRY OVERVIEW

Annual net income per capita of rural households in the PRC 2000-2009
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Rising retail revenue in the PRC

The improvement of personal wealth has fuelled the people’s desire to improve their living
standards, a driving factor for the increase in the demand of consumer goods. According to the
National Bureau of Statistics of China, the total retail revenue of consumer goods increased steadily
and significantly at a CAGR of approximately 15.5% from 2000. Leveraging the government policy
to provide support on stimulating the domestic demand, as set out in the “Four Trillion Yuan
Stimulus Plan”, which was issued in November 2008, the total retail revenue in the PRC maintained
a high growth rate in 2009 increased by 15.5% to approximately RMB12,534.3 billion compared
with the same period from the previous year. The growth of retail revenue of consumer goods in the
PRC from 2000 to 2009 is shown in the chart below.

Total retail revenue in the PRC 2000-2009
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Total export is recovering in the PRC

The outbreak of the global financial crisis in the fourth quarter of 2008 adversely affected the
demand of exports from the PRC in 2009 and led to a significant decline in the total export value
during the year. According to the statistics from China Customs, the total value of exports dropped
from 2008 to 2009 by approximately 15.9% to approximately USD1,201.7 billion. This is the first
time in the past two decades that the PRC recorded a year over year drop in total export value. In
2010, overseas demand rose as export values in the PRC grew to approximately USD705.2 billion
from January to June in 2010, representing a significant growth rate of approximately 35.2%
compared to approximately USD521.7 billion recorded in the first 6 months of the previous year.
The number exceeded the total value of exports before the outbreak of the global financial crisis in
the first half of 2008, which was approximately USD666.4 billion. The chart below shows the total
exports in the PRC from 2000 to 2009.

Total export value in the PRC 2000-2010 (June)
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THE PACKAGING INDUSTRY IN THE PRC

Packaging not only serves the purpose of protecting products for transportation and storage,
but also serves as a form of market promotion materials to attract potential customers to purchase
the packed products. Message relating to products can be transferred efficiently and effectively to
customers at large by fashionable design on the surface of the package.

According to the Packaging Report, the total revenue of the packaging industry in the PRC was
approximately RMB623.6 billion in 2009, representing a CAGR of approximately 17.9% compared
with RMB322.6 billion in 2005. The total production value of packaging industry in the PRC was
approximately RMB642.4 billion in 2009, representing a CAGR of approximately 18% compared
with approximately RMB331.2 billion in 2005.
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Total revenue of packaging industry in the PRC from 2005 to 2009
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Total production value of packaging industry in the PRC from 2005 to 2009
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According to the Packaging Report, the total industrial production revenue of the packaging
industry is mainly divided into five segments in the PRC, namely: (1) paper packaging sector; (2)
plastic packaging sector; (3) metallic packaging sector; (4) glass packaging sector; and (5) other
packaging sector. The paper packaging sector was the largest sector in the PRC’s packaging industry
in 2009 in terms of total revenue and contributed approximately RMB256.6 billion, or
approximately 40% of the total revenue in the packaging industry.
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Revenue distribution by sector in the PRC’s packaging industry in 2009
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CORRUGATED CARTON PACKAGING INDUSTRY IN THE PRC

In light of the above statistics, paper packaging was the largest sector in the PRC’s packaging
industry in 2009. According to the Packaging Report, the paper industry is categorically divided into
five sectors, namely: (1) corrugated medium paper; (2) functional protective paper; (3) decorating
paper; (4) kraftlinerboard; and (5) whiteboard.

Corrugated carton packaging is a light, robust, practical and economic form of packaging. In
packaging application the corrugated carton packaging can be used to replace other packaging
products such as foam and plastic. In addition, as most corrugated carton packaging materials can
be recycled, it is considered to be environmentally friendly. Corrugated paperboard is a rigid
shipping and packaging medium that can be shaped, cut and folded into various forms and sizes.
High resolution graphics and quality prints can be printed directly onto the surface of the corrugated
carton. Corrugation is an effective form of transporting packages that provides effective protection
and identification. Corrugated medium paper is made up from the cellulose fibres of recycled paper.
This makes corrugated medium paper a recyclable and renewable resource.

According to the Packaging Report, the production output of global corrugated carton
increased smoothly with a CAGR of approximately 5.6% from 2005 to 2009 as output reached
approximately 195 billion sq.m. in 2009.

Global corrugated carton’ production output from 2005 to 2009
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The rapid growth rate of the corrugated carton packaging sector is supported by several
indicators including its total revenue, production value and output. The production value in 2009
was approximately RMB160.7 billion, representing a CAGR of approximately 18.2% compared with
approximately RMBS82.3 billion in 2005. The production value of corrugated carton packaging was
approximately RMB75.2 billion from January to May 2010 and increased by approximately 18.2%
compared with the same period in previous year. Moreover, the revenue of corrugated carton
packaging industry in the PRC was approximately RMB154.9 billion in 2009, representing a CAGR
of approximately 18.3%, as compared with approximately RMB79.1 billion in 2005. Total
production output of the corrugated carton packaging industry in the PRC reached
approximately 21.8 million tonnes in 2009, representing a CAGR of approximately 19.8%, as
compared with approximately 10.6 million tonnes in 2005.

The production output and revenue of the corrugated carton packaging industry in the PRC
increased sharply from 2005 to 2009 and outperformed the increase in the GDP of the PRC, despite
the adverse impact on the world economies caused by the global financial crisis in the last quarter of
2008. The corrugated carton packaging sector is expected to continue growing. Moreover, the
Twelfth Five-Year Plan has indicated that the increase in the GDP will be targeted at an annual rate
7% from 2011 to 2015. According to the Packaging Report, the forecast of the total revenue of the
corrugated carton packaging industry in 2013 is expected to reach approximately RMB234.2 billion
with a CAGR of approximately 9.8% from 2010; the total production output value is expected to
reach approximately RMB237.7 billion in 2013 with a CAGR of approximately 9.3% from 2010; and
the total production output is expected to reach approximately 39.2 million tonnes in 2013 with a
CAGR of approximately 14.5% from 2010.

Total revenue of corrugated carton packaging industry in the PRC from 2005 to 2013
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Total production value of corrugated carton packaging industry

in the PRC from 2005 to 2013
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Total production output of corrugated carton packaging industry
in the PRC from 2005 to 2013
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THE PRC PAPER-BASED PACKAGING MARKET FOR HOUSEHOLD AIR-CONDITIONERS

Overview

In 2009, approximately 165.0 million of cartons for household air-conditioners were produced
in the PRC, and the total revenue and sales volume were amounted to approximately RMB723.0
million and approximately 161.6 million, respectively. The top five suppliers, out of over a total of
100 suppliers in the PRC paper-based packaging market for household air-conditioners, accounted
for approximately 62.9% of the total revenue of this industry in the PRC in 2009.
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China has become the top air-conditioner production base in the world in recent years. All
leading air-conditioner manufacturers would need a significant amount of paper-based packaging
cartons in each of their production bases for their products. Moreover, efficient delivery of paper-
based packaging cartons is desired for air-conditioner manufacturers, and hence, nearby packaging
carton suppliers, with lower transportation cost, have a competitive advantage.

Market segmentation
Revenue

According to Synovate Report commissioned by our Group, packaging business for household
air-conditioners in the PRC accounted for approximately 24.0% of the total revenue generated in the
PRC packaging business for white goods in 2009. In 2009 the total sales revenue of paper-based
packaging products for household air-conditioners in the PRC was approximately RMB723.0
million, representing the highest market share by total revenue among other white goods in 2009.
Our Company held approximately RMB185.8 million, which represents approximately 25.7% of the
total sales revenue of paper-based packaging products for household air-conditioners in the PRC,
whereas the next competitor only held approximately 13.6% of the total sales revenue of cartons for
household air-conditioners in the PRC. Our Company supplies to the two largest air-conditioner
manufacturers in China, Gree and Midea, as well as Galanz, which are also amongst the leading air-
conditioner manufacturers in the PRC. About 41.2 million sets of household air-conditioners were
manufactured in Guangdong Province in 2009, representing about approximately 50.5% of the total
market share in China. We believe that our Company is benefited by our proximity to the major
production bases of the leading air-conditioner manufacturers in Guangdong Province. In 2009,
total sales revenue of our paper-based packaging products for household air-conditioners to the top
five suppliers accounted for approximately RMB454.8 million, or approximately 62.9%, of the total
sales revenue of paper-based packaging products for household air-conditioners in the PRC. Among
these top five paper-based packaging products suppliers for household air-conditioners, our
Company had the highest revenue in 2009 of approximately RMB185.8 million, or 25.7%, of the
total sales revenue of paper-based packaging products for household air-conditioners of the top five
suppliers in the PRC.

The chart below shows that paper-based packaging products for household air-conditioners
contributed most revenue in PRC among all paper-based packaging products for white goods in
2009, which accounted for approximately 24.0% of the total revenue of paper-based packaging
products for white goods.

Total revenue of paper-based packaging product for
white goods by goods types in China in 2009
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During the Track Record Period, the revenue generated from paper-based packaging products
for household air-conditioners were approximately RMBI167.4 million, RMBI185.9 million,
RMBI185.8 million and RMB253.0 million which represent a significant part of our Group’s
revenue, approximately 56.2%, 50.0%, 47.8% and 59.9%, respectively of the revenue from the
paper-based packaging products segment in the same period.

The table below illustrates the market share of each of the top five suppliers of paper-based
packaging products for household air-conditioners in terms of sales revenue and sales volume of
cartons for household air-conditioners in the PRC in 2009.

Market share of the top five paper-based packaging products suppliers in terms of sales revenue and
sales volume of cartons for household air-conditioners in the PRC in 2009

Market Market

share by share by

Ranking Name of manufacturer Revenue Sales volume revenue sales volume

million of

RM B million cartons % %

1 Our Company 185.8 46.4 25.7% 28.7%
2 Company A 98.2 21.9 13.6% 13.6%
3 Company B 69.0 15.4 9.5% 9.5%
4 Company C 55.0 11.7 7.6% 7.2%
5 Company D 46.8 10.0 6.5% 6.2%
Sub-total for top five suppliers 454.8 105.4 62.9% 65.2%
Others 268.2 56.2 37.1% 34.8%
Total 723.0 161.6 100% 100%

Source: Synovate Report

The chart below illustrates the breakdown in revenue of each of the top five paper-based
packaging products suppliers for household air-conditioners in the PRC in terms of sales revenue as
a percentage of the total sales revenue of paper-based packaging products suppliers for household
air-conditioners.
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Sales revenue of the top five paper-based packaging products supplier
for household air-conditioners in the PRC
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The chart below illustrates the breakdown in sales volume of each of the top five paper-based

packaging products suppliers for household air-conditioners in the PRC in terms of sales volume of
cartons as a percentage of the total sales volume of cartons for household air-conditioners.
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HONEYCOMB PAPER-BASED PRODUCTS

According to the Honeycomb Report, honeycomb paper-based products are very competitive
in the packaging industry due to their recyclable and light properties. Moreover, more than 70% of
wood packagings were replaced by honeycomb paper-based products in foreign countries in 2009
and rare supplements of honeycombs in the packaging industry in the PRC.

According to the Honeycomb Report, the global production value of honeycomb paper-based
products in 2009 amounted to approximately RMB377.0 billion and, as compared with
approximately RMB345.0 billion in 2008, this value represents a growth rate of approximately
9.28%.

According to the Honeycomb Report, the demand for honeycomb paper-based products
increased significantly in the PRC from 2005 to 2009 from approximately RMBI18.6 billion to
approximately RMB35.0 billion with a CAGR of approximately 17.1%. The production value of
honeycomb paper-based products increased from approximately RMB20.7 billion to approximately
RMB39.0 billion with a CAGR of approximately 17.2% in the PRC from 2005-2009.
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Demand for honeycomb paper-based products in the PRC from 2005-2009

RMB billion
40

35.0

30

20

10

2005 2006 2007 2008 2009

Source: The Honeycomb Report

Production value of honeycomb paper-based products in the PRC 2005-2012
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The revenue of honeycomb paper-based products has been growing from approximately
RMB15.4 billion to approximately RMB30.1 billion at a CAGR of approximately 18.2% in the PRC
from 2005 to 2009.

Revenue of honeycomb paper-based products in the PRC 2005-2012
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According to the Honeycomb Report, the honeycomb paper-based products can be divided into
honeycomb cartons, honeycomb trays and other honeycomb paper-based products segments. The
production output of honeycomb cartons increased from 380 million pieces in 2005 to 680.0 million
pieces in 2009, representing a CAGR of approximately 15.7%. For the honeycomb trays products,
the production volume increased to approximately 96.0 million pieces in the PRC in 2009, as
compared with approximately 52.3 million pieces in 2005, representing a CAGR of approximately
16.4%.

Production output of honeycomb cartons in the PRC 2005-2012
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Production output of honeycomb trays in the PRC 2005-2012
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THE HOUSEHOLD APPLIANCE INDUSTRY IN THE PRC

Corrugated cartons are extensively used for packaging of home appliances in the PRC. As such,
production output, export output and relevant government policies of home appliances provide key
indicators for the demand of corrugated carton. According to the National Bureau of Statistics of
the PRC, the production output of home appliances, including air-conditioners, coloured televisions
(“TVs”), refrigerators, washing machines, electric fans, microwave ovens, range hoods, rice cookers,
vacuum cleaners, gas hobs, water-heaters and electric ovens, increased at a CAGR of approximately
11.1% from 2004 to 2009, to approximately 931.0 million units in 2009. According to Wind, the
production output of air-conditioners in the PRC increased at a CAGR of approximately 19.5%
from 2000 to 2009, to approximately 88.6 million units in 2009. The production output in 2008
dropped approximately 7.4% due to the effect of global financial crisis.

Production output of air-conditioners in the PRC 2005-2009
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Guangdong Province (and in particular the Pearl River Delta region) is the largest
manufacturing base of household appliances in the PRC. According to the National Bureau of
Statistics of China and China Economic Information Net, approximately 41.2 million units of air-
conditioners were manufactured in Guangdong Province in 2009, representing approximately 50%
of the total air-conditioners produced in the PRC. In the first quarter of 2010, Guangdong Province
remained the dominant producer of air-conditioners with approximately 11.4 million units and
accounted for approximately 48% of the total air-conditioner production volume in the PRC.

Apart from Guangdong Province, Anhui Province accounted for approximately 12% of the
total production volume and ranked second amongst other provinces in the PRC in 2009.
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Geographical distribution of the production output of air-conditioners in the PRC
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Export of household appliances in the PRC

Export of household appliances was impacted by the global financial crisis in the last quarter of
2008, and the effects extended to the first quarter of 2009. According to China Household Appliance
Association, the export value of household appliances in 2009 decreased by approximately 13.2%
compared with the previous year to approximately USD30.8 billion. In light of the global economic
recovery in 2009, export value of household appliances bounced significantly by approximately
29.7% to approximately USD19.1 billion in the first half of 2010.

The PRC government released a series of policy programs to deal with the global financial crisis
and to speed up the reform of economic development. Backed by those subsidy programs, recovery
of the economies in the PRC continued in 2010. Due to the low base in the first half of 2009,
industrial productions maintained fast growth in the first half of 2010, and profits made by
enterprises increased substantially.

Export of air-conditioners in the PRC

The PRC is the largest manufacturer by production volume in the world, representing
approximately 66.0% of the world air-conditioning units in terms of production in 2009.

According to Wind, export volume and value of air-conditioners in 2009 decreased by
approximately 27.6% and 27.9% compared with the previous year to approximately 28.1 million
units and approximately USDS5,135.8 million, respectively. In the first half of 2010, both export
volume and value of air-conditioners bounced to approximately 27.0 million units and
approximately USD4,576.4 million, respectively, which was even higher than the output and value
in 2009.
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Export of air-conditioners in the PRC 2005-2010 (June)
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SOURCES OF INFORMATION
Shangpu

Shangpu is a research, consulting and systems integration institution addressing diversified
information needs of governmental and commercial clients. Shangpu is an Independent Third Party.
Information disclosed in this prospectus from Shangpu is extracted from a report not commissioned
by our Company or the Sole Sponsor. Certain information and statistics contained in this prospectus
are extracted from the Packaging Report issued by Shangpu in August 2010. Shangpu was founded
in 1999 and is located in Beijing, PRC. The research expertise of Shangpu involves 16 different
industries, such as agriculture-food, steel, metallurgy, bio-medicine, energy, environmental,
petrochemical, transportation, electronics, machinery processing, garment and textile, electrical
power, financial services, construction, real estate, automotive, appliance communications and
education. The business of Shangpu can be divided into 4 sectors, including: (i) industry research; (ii)
market interviews; (iii) investment consulting; and (iv) commercial data. As of the end of 2009,
Shangpu had completed approximately 3,000 consulting projects. The key clients of Shangpu include
some Global 500 enterprises, government, banks, schools and commercial clients in the PRC.

CENC

CENC is a research, consulting and systems integration institution addressing diversified
information needs of government, banks, schools and commercial clients. CENC is an Independent
Third Party. Information disclosed in this prospectus from CENC is extracted from a report not
commissioned by our Company or the Sole Sponsor. Certain information and statistics contained in
this prospectus are extracted from the Honeycomb Report issued by CENC in September 2010.
Founded in 2003, CENC was issued Class A qualification certificate by the Development and
Reform Commission. With many years of experience in research, CENC had completed
approximately 84,000 research reports till July 2009, covering 21 main industry categories such as
energy, petrochemical, tourism and hotel, real estate, food, apparel, pharmaceutical, mechanical,
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cultural, building material, metallurgy and circulation industry research. The reports also covered
more than 300 sub-industries and 17,600 products. The key clients of CENC include government,
banks or investment institutions, research institutions, consulting companies and group companies.

PRC GOVERNMENT’S INITIATIVES TO ENCOURAGE SPENDING ON HOUSEHOLD
APPLIANCES

Rural Appliance Rebate Program
Background

The Rural Appliance Rebate Program is aimed at boosting rural consumption and supplying
the rural market with reliable and affordable household appliances and consumer electronics.
Appliances included in this subsidy program are air-conditioners, coloured TVs, refrigerators,
mobile handsets, washing machines, water heaters, personal computers, microwave ovens and other
household appliances. This program became increasingly important to stimulate the domestic
consumption and demand for the household appliances after the outbreak of the global financial
crisis in the last quarter of 2008. Manufacturers in China have shifted their focus to the domestic
market as the export market has weakened since 2009.

Launched in December 2007, the pilot scheme of the rebate program covered Henan Province,
Shandong Province and Sichuan Province. This program helps manufacturers sell household
appliances in rural areas by subsidizing 13% of the eligible merchandise price paid by rural
consumers. Generally, the central government covers 80% of the rebate, and the local government is
responsible for the remaining 20%, while in a small number of areas, the central government is
responsible for all of the rebate.

According to the National Bureau of Statistics of China, these three provinces have the largest
rural populations in China, accounting for approximately 22.5% of the total national rural
population in 2007.

In October 2008, the PRC Government included Inner Mongolia Autonomous Region,
Liaoning province (including Dalian), Heilongjiang Province, Anhui Province, Shandong Province
(including Qingdao), Henan Province, Hubei Province, Hunan Province, Guangxi Province,
Chongqing Municipality and Shaanxi Province in the program to bring the participating
provinces, municipalities and autonomous regions to a total number of 14. According to the
National Bureau of Statistics of China, these 14 provinces and regions accounted for more than half
of the national rural population in 2007.

The duration of the program was supposed to last from 1 December 2007 to 31 May 2008. On
13 October 2008, the PRC Government decided to extend the program to 30 November 2012.

Pursuant to JNKZE T #PEL K B it /7 B A4 0 (BF#[2009]485%) (Notice on Intensifying the
Implementation of the Policy of Household Appliances Going to the Rural Areas (No. 48 of 2009 of
the Ministry of Finance)*) promulgated on 26 February 2009 by the Ministry of Finance, MOFCOM
and the Ministry of Industry and Information Technology, the PRC government determined that
rebates to consumers in rural arecas for the purchase of any product in the six designated categories
of household appliances would be uniformly implemented nationwide. Previously, each province (or
autonomous region or municipality) had the autonomy to select two categories among motorbikes,
personal computers, water heaters and air-conditioners as being eligible for this program. On 16
April 2009, the Ministry of Finance, together with MOFCOM, the Ministry of Industry Information
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Technology, the National Development and Reform Commission and other members of Joint
Meeting of Household Appliances Going to the Rural Areas promulgated Z & T 404 1E 4 HI
(Detailed Operation Rules for Household Appliances Going to the Rural Areas™).

According to the statistics by MOFCOM, sales volume of household appliances under this
program amounted to approximately 46.4 million units in the first eight months of 2010 with a total
sales value of approximately RMB100.9 billion. Compared to the same period in 2009, both figures
increased 1.6 and 2.1 times, respectively. The accumulated sales volume and value of household
appliances from the launch of the program to 31 August 2010 by this program reached
approximately 84.0 million units and RMB170.2 billion, respectively. The table below shows the
registered sales of household appliances under the “Rural Appliance Rebate Program” in the PRC in
2009.

Registered sales of household appliances under
“Rural Appliance Rebate Program” in 2009

Registered sales Registered sales Sales value

value volume share

RM B billion million units %

Refrigerators 32.0 15.6 46.1%
Coloured TVs 14.8 8.8 21.3%
Air-conditioners 8.1 3.0 11.7%
Washing machines 6.2 5.6 9.0%
Personal computer 4.4 1.3 6.3%
Water heaters 2.6 1.3 3.8%
Mobile handsets 1.1 1.8 1.6%
Micro-ovens 0.1 0.1 0.1%
Electric induction cookers 0.1 0.2 0.1%
Total 69.4 37.7 100.0%

Source:  MOFCOM
Change of the Old for New Program

Pursuant to [BH5 [e H 23 B8 B A i o o4 2 5 0 1A 8 10 K TN 75 BBl 3 B 5% 7 AR 45000 B it O %
[ 48 %0 (5] H# 85 [2009144%%) (The Notice on Change of the Old for New Program in Motor Vehicle and
Household Appliances Industry to Boost Domestic Consumption issued by the State Council of the PRC
on behalf of PRC National Development and Reform Commission and other authorities ( No. 44 of 2009
of the National Development and Reform Commission)*) promulgated and implemented on 1 June
2009 and the relevant implementation rules issued on 28 June 2009, eligible citizens in Beijing,
Tianjin, Shanghai, Jiangsu Province, Zhejiang Province, Shandong Province, Guangdong Province,
Fuzhou (Fujian Province) and Changsha (Hunan Province) may enjoy rebates from the government
by exchanging their old household appliances for new ones between 1 June 2009 and 31 May 2010.

Domestic households are entitled to a 10% discount for the purchase of new products in
exchange for the old ones. Five products were included in the program, namely, TV sets,
refrigerators, washing machines, air-conditioners and personal computers. The subsidy caps for five
products were set at RMB400/set, RMB300/set, RMB250/set, RMB350/set and RMB400/set,
respectively.
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According to PHBSHR - WABCHS - BRAG R E T BHA B8 K T DL ORI S TAE T RIK (The
Letter of MOFCOM, Ministry of Finance and MEP regarding the Promotion Program of the
Change Old for New Program of Household Electrical Appliances*) issued by the MOFCOM,
Ministry of Finance of the PRC and MEP on 3 June 2010, the Change of the Old for New Program
was extended in provinces and cities including Guangdong and Shenzhen (Guangdong) provisionally
until 31 December 2011 and expanded to provinces including Anhui. 19 more cities were included in
the program, amounted to 28 provinces and cities in total. According to the notice of the program
issued on 21 June 2010, the category of subsidized products and subsidy caps remain the same.

Result from the implementation of the program

According to the Administration System of the Change of the Old for New Program, since the
implementation of the program from June to 17 December 2009, approximately 1,403,000 TV sets,
455,000 refrigerators, 506,000 washing machines, 406,000 air-conditioners and 330,000 personal
computers, with a total of 3,100,000 units were sold under the program, recording a sales value of
over RMBI12.1 billion. The accumulated sales volume and value of household appliances under the
Old for New Program was approximately 14.1 million units and RMB54.0 billion, respectively on 31
May 2010.

According to the Economic and Information Commission of Guangdong Province, the
accumulated sales volume and value of household appliances under the Old for New Program was
approximately 1.6 million units and RMB6.0 billion respectively as of 23 May 2010.

Accumulated sales output of household appliances
under the Change of the Old for New Program

million units
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Source:  MOFCOM
PAPER INDUSTRY IN THE PRC

The levels of production output and consumption volume of paper in the PRC have shown
continuous growth in the past decade. According to China Paper Association, production output
and consumption volume of paper and paperboard increased to approximately 8§6.4 million tonnes
and 85.7 million tonnes in 2009 at a CAGR of approximately 12.3% and 10.2% from 2000,
respectively.
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Production output and consumption volume of paper and paperboard
in the PRC 2000-2009
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According to the H[E#5 4K T.2£20094F £ i 45 (China Paper Industry Report 2009%*) issued by
China Paper Association, the number of enterprises in the paper production industry increased from
3,500 in 2008 to 3,700 in 2009.

The production value and revenue of the paper industry in the PRC showed an increasing trend
from 2004 to 2009 with approximately RMB466.0 billion and RMB450.0 billion in 2009,
respectively. Compared with the production value amounting to approximately RMB210.3 billion
and revenue of approximately RMB200.9 billion in 2004, the CAGR was approximately 17.2% and
17.5%, respectively.

Production value and revenue of paper industry in the PRC

RMB billion
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Source: China Paper Association
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Corrugated medium paper

In 2009, the production output of corrugated medium paper was approximately 17.2 million
tonnes, representing an approximately 13.2% increase as compared to 2008. The consumption
volume of corrugated medium paper was approximately 17.6 million tonnes, representing an
approximately 13.3% increase as compared to 2008. According to China Paper Association, the
levels of production output and consumption volume of corrugated medium paper increased to
approximately 17.2 million tonnes and 17.6 million tonnes at a CAGR of approximately 16.3% and
13.9%, respectively from 2004 to 2009.

Production output and consumption volume of corrugated medium paper in the PRC
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Prices of raw paper and waste paper

Corrugated medium paper and kraftliner paper are the major raw materials for paper-based
packaging products by our Group. The prices of corrugated medium paper in the PRC market were
volatile in the past few years. According to Umpaper, the price of corrugated paper and kraftliner
paper in the PRC market increased significantly from RMB2,250 and RMB3,250 per tonne in
October 2007 to RMB3,400 and RMB4,010 per tonne in September 2008, respectively. However, the
global financial crisis in late 2008 deeply impacted the prices of these two kinds of raw paper used by
our Group, and the prices of corrugated paper and kraftliner paper in the PRC market dropped
dramatically to RMB2,200 and RMB2,800 per tonne, respectively, in the last quarter of 2008. For
the year ended 31 December 2007 and 2008, the average selling price of corrugated medium paper of
our Group were in line with the average market price in general. On the other hand, the average
selling price of corrugated medium paper of our Group for the year ended 31 December 2009
amounted to approximately RMBI1,939 per tonne which was below the market average price in
general. This was mainly attributable to more lower quality model of corrugated medium paper with
lower price were sold to customers resulting from the impact brought from the financial crisis. As the
global economy gradually picked up since early 2009, the prices of corrugated medium paper and
kraftliner paper in the PRC market also bounced back during 2009 and reached the level prior to the
global financial crisis during 2010, amounting to RMB3,400 and RMB4,250 per tonne, respectively.
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Price trends of corrugated medium paper and kraftliner paper

Average class A raw paper price trends in the PRC market
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Domestic waste paper price trends
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Yellow paperboard, or it is called old yellow corrugated carton, is known as a common kind of
waste paper in the PRC market. According to the Umpaper, the price of yellow paperboard dropped
significantly from RMBI1,675 per tonne in the mid of 2008 to RMBS875 per tonne in late 2008 due to
the global financial crisis. The price of yellow paperboard bounced back since the first quarter of
2009 and reached RMBI1,830 per tonne in December 2010, exceeding the price prior to the global
financial crisis.

Old Corrugated Cardboard (“OCC”), a form of waste paper, is a major component for the
production of corrugated medium paper. The price of imported OCC was volatile in the past few
years. According to World Scrap, the price of imported OCC rose to a high level of USD255 per
tonne (EU waste paper OCC90/10) as at the end of March 2008. However, due to the combined
impacts of the commodity bubble burst and global financial crisis that occurred in the last quarter of
2008, the price of imported OCC (EU waste paper OCC90/10) dropped to USDS82 per tonne as at the
end of December 2008. In light of the recovery of the global economy, the price of imported OCC
(EU waste paper OCC90/10) bounced to USD237 per tonne as at the end of December 2010.

Price trends of imported OCC

Imported OCC price trends
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BACKGROUND OF THE SYNOVATE REPORT

We engaged the business consulting unit of Synovate Limited to undertake a research on the
Competitor Ranking for Packaging Product Manufacturing in China at a fee of approximately
HK$90,000. The research is set out in the Synovate Report. Our Directors confirm that Synovate
Limited, including all of its subsidiaries, divisions and units, is independent of and not connected
with us in any way.

Synovate Limited, on behalf of itself, its subsidiaries and units, has confirmed that the
Synovate Report was prepared in its ordinary course of business, and has given its consent for us to
quote from the Synovate Report and to use information contained in the Synovate Report in this
prospectus.
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The information contained in the Synovate Report is derived by means of data and intelligence
gathering methodology which includes: (i) desk research conducted by the business consulting unit of
Synovate Limited including specialised industry literature, government/regulatory sources, online
data sources, third-party reports and surveys, industry reports and analyst reports, industry
associations and the database maintained by Synovate Limited; and (ii) primary research by
interviews with key stakeholders and industry experts.

According to the business consulting unit of Synovate Limited, Synovate Limited was formed
in 2003 and is a research institute with close to 6,000 employees worldwide and coverage in over 100
cities spanning over 60 countries. It is a market research unit of Aegis Group plc, a company listed
on the London Stock Exchange. Services of the business consulting unit of Synovate Limited include
market profiling, market sizing, share and segmentation analysis, distribution and value analysis,
competitor tracking and corporate intelligence.

. . . . N ’
This prospectus contains some information extracted from the Synovate Report, and they are
in sections headed “Summary”, “Industry overview”, “Business” and “Financial information”.
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OVERVIEW

Set forth below are summaries of certain PRC policies, laws and regulations applicable to the
paper making and printing industry.

ESTABLISHMENT, OPERATION AND MANAGEMENT OF A WHOLLY FOREIGN-OWNED
ENTERPRISE

The establishment, operation and management of corporate entities in China are governed by
the Company Law of the PRC (% A [RFLFN[EH /2 7]7%) (the “Company Law”), which was adopted by
the Standing Committee of the National People’s Congress (ZH N RMAEFKEHHEZES) on 29
December 1993 and became effective on 1 July 1994. It was last amended on 27 October 2005 and
became effective from 1 January 2006. Under the Company Law, the companies are generally
classified into two categories: limited liability companies and limited companies by shares. The
Company Law also applies to foreign-invested limited liability companies. According to the
Company Law, where laws on foreign investment have different stipulations, such stipulations shall
prevail.

According to the Implementing Opinion on Several Issues Concerning the Application of Law
in the Administration of the Examination, Approval and Registration of Foreign-invested
Companies (B A ZN 1R 1Y 24 w2 it 6 w48 B8 P A TR BLA T L) issued jointly by the
State Administration for Industry and Commerce, MOFCOM, the General Administration of
Customs and the State Administration of Foreign Exchange on 24 April 2006 and became effective
on the same day, the organization structure of limited liability companies in the form of a foreign
equity joint venture, wholly foreign-owned limited liability company or foreign-invested stock-
holding limited company shall comply with the provisions of the Company Law and the articles of
associations. Furthermore, where a foreign-invested company increases its registered capital, the
shareholders of a limited liability company (including one-person limited company), or the stock
holding limited company established by way of promotion shall pay no less than 20% of the
registered capital to be increased when the company applies for modifying the registration of
registered capital. The time of capital contribution of the remaining portion shall meet the
provisions of the Company Law, the laws on foreign investment and Regulations on the
Administration of Company Registration. If other laws or administrative regulations provide
otherwise, such provisions shall prevail.

The establishment procedures, approval procedures, registered capital requirements, foreign
currency exchange, accounting practices, taxation and labour matters of a wholly foreign-owned
enterprise are regulated by the Wholly Foreign-owned Enterprise Law of the PRC (H % A & 3t A1 5
ANE A7) (the “Wholly Foreign-owned Enterprise Law”), which was promulgated on 12 April 1986
and amended on 31 October 2000, and the Implementation Rules to the Wholly Foreign-owned
Enterprise Law (H# A RILAE NG ERERANH]), which was promulgated on 12 December
1990 and amended on 12 April 2001.

FOREIGN INVESTMENT IN PAPER AND PRINTING INDUSTRY
General Provisions

In order to regulate foreign investment in certain industries in the PRC, the PRC government
promulgates Catalogue of Industry for Guiding Foreign Investment (Zhp¥#% & E 2455 H %) (the

“Catalogue”) from time to time. Over the past years, there have been several changes in the policies
and regulations on foreign investment in the paper making and printing industry in the PRC.
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On 28 June 1995, the former State Planning Commission, the former State Economic and Trade
Commission and the former Ministry of Foreign Trade and Economic Cooperation (the “Three
Authorities”) promulgated the Catalog, under which foreign investment in manufacture of
commercial-grade paper pulp was encouraged, foreign investment in printing was restricted,
foreign investment in manufacture of rice paper was prohibited, while foreign investment in other
paper manufacturing projects was permitted.

On 31 December 1997, the Three Authorities promulgated a revised Catalogue, which took
effect and superseded the previous Catalogue on 1 January 1998. Pursuant to the revised Catalogue,
foreign investment in manufacture of paper pulp with an annual production capacity of 170,000
tonnes or more of wood pulp, with a related raw material base was encouraged, foreign investment in
printing was restricted (limited to company with the Chinese party holding the controlling or leading
position), foreign investment in manufacture of paper and paper plate was restricted, foreign
investment in manufacture of rice paper was prohibited, while foreign investment in the other paper
manufacturing projects was permitted.

On 11 March 2002, the Three Authorities promulgated a revised Catalogue, which took effect
and superseded the previous Catalogue on 1 April 2002. Under this revised Catalogue, foreign
investment in (i) construction and operation of forest-wood pulp integration projects with annual
chemical wood pulp production capacity of 300,000 tonnes or more, annual chemical mechanic wood
pulp (CTMP, BCTMP, APMP) production capacity of 100,000 tonnes or more, and raw materials
forest bases (limited to joint ventures and co-operative ventures); or (ii) production of high-grade
papers and paperboards (excluding newsprint) was encouraged, foreign investment (with the Chinese
Party having a controlling interest) in printing of publications other than decoration and packaging
printing was restricted, foreign investment in manufacture of rice paper was prohibited, while
foreign investment in other paper manufacturing projects was permitted.

On 30 November 2004, MOFCOM and ¥ A\ RJLAIE R 88 R A 8% B & (National
Development and Reform Commission of the PRC*) promulgated a revised Catalogue, which took
effect and superseded the previous Catalogue on 1 January 2005. Pursuant to this revised Catalogue
of Industry Guidelines, foreign investment in (i) construction and operation of forest-wood pulp
integration projects with annual chemical wood pulp production capacity of 300,000 tonnes or more,
annual chemical mechanical wood pulp production capacity of 100,000 tonnes or more (only in the
form of equity joint ventures and co-operative ventures); or (ii) manufacture of high-grade papers
and paperboards (only in the form of equity joint ventures and co-operative ventures) was
encouraged, foreign investment (with the Chinese party having a controlling interest) in printing o