ZHENGYE

INTERNATIONAL

IE 3% [ B3t 42 g 5 PR A &)
ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED

Incorporated in Bermuda with limited liability

AR A
Stock Code B% {73 f{5% : 3363.HK

www.zhengye-cn.com

© 2019
INTERIM REPORT
SEEE



Contents

H ok

Corporate Information
Financial Highlights
Chairman’s Statement

Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

Condensed Consolidated Statement of
Financial Position

Condensed Consolidated Statement of
Changes in Equity
Condensed Consolidated Statement of Cash Flows

Notes to Condensed Consolidated
Financial Statements

Management Discussion and Analysis

Corporate Governance and Other Information

NEEH

MBHE
BEERWME

TR AERER
Hib 2 E W am R
BIRERA MBI R

BRGARaZE R

BRARA RS RER
fE B4R & B 7 SRR TRt

12

15

16
18

66
76




= ARG -

PaPer Business  znhongshan

e 'I

(% o .’->‘ ;_--"l --..; o .
BRERD ...
HIF vy s 202 w0 B

Pa Ckag /ng Business Zhongshan, Zhuhai, Wuhan, Zhengzhou, s hijiazhuang



Corporate Information
NCIC-RE

Board of Directors
Executive Directors

Mr. Hu Zheng (chairman)

Mr. Hu Hancheng (co-c hairman)
Mr. Hu Hanchao

Non-Executive Director
Mr. Chen Riyue

(appointed on 31 May 2019)
Mr. Hu Hanxiang

(retired on 31 May 2019)

Independent Non-Executive Directors
Mr. Chung Kwok Mo John
Mr. Liew Fui Kiang
(appointed on 31 May 2019)
Mr. Shin Yick Fabian
(appointed on 31 May 2019)
Mr. Wu Youjun
(retired on 31 May 2019)
Prof. Zhu Hongwei
(retired on 31 May 2019)

Chief Executive Officer
Mr. Hu Jianpeng

Company Secretary
Mr. Kersen Chan

Audit Committee
Mr. Chung Kwok Mo John (chairman)
Mr. Liew Fui Kiang
(appointed on 31 May 2019)
Mr. Shin Yick Fabian
(appointed on 31 May 2019)
Mr. Wu Youjun
(retired on 31 May 2019)
Prof. Zhu Hongwei
(retired on 31 May 2019)

EEg
HTES
HIESE (EFL)

HERESE (HREEFLR)

HEERAE

FHITES
BRE A %L

(RZE-NFREA=+—RHZME)

AR

(R=—Z—NAFEREA=+—HEM)

BYFHTES
BERELE
BT L

(RZE-NFREA=+—RHZME)

HHFRE

(R—Z—NAEREA=+—BZMT)

REREFRE

(RZZE-NFRR=1+—HRE)

RREHH

(RZZE-NFREA=+—RHEMD)

THRAR
il Pt S

REAWE
BREEFHSEAE

BERERY
EER L ()
BlEgEsE

(R—Z—NAEREA=+—BZMT)

HEHEE

(RZE-NFRR=1+—B%)

REEEE

(RZE-NFREA=+—RHEML)

REEHR

(R=—Z—NAFERA=+—HEM)

Zhengye International Holdings Company Limited

EXBIFERER AR



Corporate Information

NEIER

Remuneration Committee
Mr. Shin Yick Fabian (c hairman)

(appointed on 31 May 2019)
Mr. Chung Kwok Mo John
Mr. Hu Zheng
Mr. Liew Fui Kiang

(appointed on 31 May 2019)
Mr. Wu Youjun

(retired on 31 May 2019)
Prof. Zhu Hongwei

(retired on 31 May 2019)

Nomination Committee
Mr. Hu Zheng (chairman)
Mr. Chung Kwok Mo John
Mr. Liew Fui Kiang

(appointed on 31 May 2019)
Mr. Shin Yick Fabian

(appointed on 31 May 2019)
Mr. Wu Youjun

(retired on 31 May 2019)
Prof. Zhu Hongwei

(retired on 31 May 2019)

Risk Management Committee
Mr. Liew Fui Kiang (chairman)
(appointed on 31 May 2019)
Mr. Chung Kwok Mo John
Mr. Hu Zheng
Mr. Shin Yick Fabian
(appointed on 31 May 2019)
Mr. Wu Youjun
(retired on 31 May 2019)
Prof. Zhu Hongwei
(retired on 31 May 2019)

Interim Report 2019
—E-NFHRERE

FMEEE

DA ()
(R—Z—NAEREA=+—BZMT)

EER L

HHIE R4

2B st
(R—ZE-NERA=T—BZMF)

Rkt
(R—Z—NAFERA=+—HEM

KREEHRE
(R=ZZE—NFHRA=1+—RHEMT

REEEY

AR R A (F/E)

BER KL

BliziE ket
(R—ZE—-NERA=+—BZM)

HBIE
(R=—ZE—-NERA=1+—BEME)

RREBRE
(MN—Z—NAFEREA=+—HEM)

REEHR
(R—ZE—-NERA=+—BEM)

AREEEES

2l ()
(R—ZE-NERA=1T—BZMF)

BER KL

HAIE oA

SR
(R—ZE—-NERA=1+—HBEHF)

RRERE
(R—ZE—-NERA=1+—HEME)

KRB
(RN—Z—NAFERA=+—HEM)



Corporate Information
NGIE= V=

Budget Management Committee
Mr. Hu Hanchao (c hairman)

Mr. Hu Zheng

Mr. Hu Hancheng

Registered Office
Clarendon House

2 Church Street
Hamilton HM11
Bermuda

Headquarters and Principal Place of
Business in China

20th Floor, Building 2, Ocean Plaza

28 Boai No. 6 Road, Eastern District

Zhongshan City, Guangdong

The People’s Republic of China

Principal Place of Business in Hong Kong
Suite 1404, 14th Floor

Jubilee Centre

18 Fenwick Street

Wan Chai

Hong Kong

Authorized Representatives
Mr. Hu Zheng
Mr. Kersen Chan

Legal Adviser
As to Hong Kong
Deacons

As to Bermuda law
Conyers Dill & Pearman

HEEEZES
HEB ()
i
HEREE

EER

Clarendon House
2 Church Street
Hamilton HM11
Bermuda

PEARNTRETEEXEME

EE AR EME
BEA LT
REEE N 2858
RFES 2@ 2018

EBTEEXEME
%

B

DA 185k

TR

4121404 &

RERAR
HIESEE
FREEF 52

AR
BREE
BT R AR 1T

BREERE

Conyers Dill & Pearman

Zhengye International Holdings Company Limited

EXBRERERAT



Corporate Information
NGIE= V=

Auditor
Deloitte Touche Tohmatsu
Certified Public Accountants

Principal Share Registrar and
Transfer Office in Bermuda

MUFG Fund Services (Bermuda) Limited

4th Floor North Cedar House

41 Cedar Avenue

Hamilton HM 12, Bermuda

Branch Share Registrar and
Transfer Office in Hong Kong

Tricor Investor Services Limited

Level 54, Hopewell Centre

183 Queen'’s Road East

Wanchai

Hong Kong

Principal Bankers

Bank of China

Industrial and Commercial Bank of China
Industrial Bank Company Limited

Share Information
Stock code: 3363

Company’s Official Website Address

http://www.zhengye-cn.com

Interim Report 2019
—E-NFHRERE

BB
=% - BB R 1T
ES-H]

BREFEROBFETHRE

MUFG Fund Services (Bermuda) Limited

4th Floor North Cedar House
41 Cedar Avenue
Hamilton HM 12, Bermuda

EEROBFETTRE

BEBESFELARAR
BB

BT

SRABR1835E

B ML 5442

ERERRIT
REIRIT
B T 8R1T
FBERTRAERA )

B3 &R
f& 15 w57+ 3363

RATEFH A

http://www.zhengye-cn.com



Financial Highlights
MBHE

For the period ended 30 June
BEXNA=THLSE

2019 2018
—E-hEF —ZE—)N\F
RMB’000 RMB'000
AR®TT AREFIT
Revenue WA 1,188,875 1,409,130
EBITDA eI E REHA AT 143,951 130,679
Profit attributable to the Ownerof ~ ZNA B A HAR
the Company for the period G EmasEsE 51,382 50,503
Return on Equity Attributable to PN 2SN
the Owners of the Company JE(h RS O 3R R
for the period 5.74% 5.67%
Revenue EBITDA
BERERBHEIZF
RMB'000 RMB'000
ARETFIT ARETFT
Proyt Attributable to Return on Equity Attributable to
the Owners of the Company the Owners of the Company
for the Period for the Period
EATEGABE EATEEALE
EihEmEkEAE iR EHRE
RMB'000 %
AREET T Epz)=d

Zhengye International Holdings Company Limited
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Chairman’s Statement

EERME

Dear Shareholders,

On behalf of the board of directors (the “Board”), | am
pleased to present the interim results of Zhengye
International Holdings Company Limited (the “Company”
or “Zhengye International’, together with its
subsidiaries, our “Group” or the “Group”) for the six
months ended 30 June 2019 (the “period” or the “period

under review”).

Business Review

In the first half of 2019, it was extremely challenging for
Zhengye International: the continuation of the Sino-US
trade disputes last year had a big impact on the demand
for packaging paper, the price of raw waste paper has
been adjusted frequently, and the market for corrugated
core paper and cardboard paper has entered a new
round of production cycle after experiencing a rapid rise
of nearly three years. As the contradiction between
supply and demand gradually became prominent, the
market wait-and-see sentiment aggravated, which led to
an increase in paper price declines, which led to pressure
on sales during the period. During the period, the Group
successfully completed the employee shareholding, and
the employees’ interests are closely integrated with the
interests of the Group. While mobilizing the enthusiasm
of the employees, it is more conducive to the promotion
of refined management, and with years of high-quality
customer service, in a persistent and unstable market
environment, The Group's profitability is still better than
industry performance.

Interim Report 2019 8
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Chairman’s Statement

E=R%E

I am pleased to announce that the Group’s overall
turnover amounted to approximately RMB1,188,875,000
for the six months ended 30 June 2019, representing a
year-on-year decrease of 15.63% (for the six months
ended 30 June 2018: RMB1,409,130,000). The Group's
gross profit was RMB247,955,000 and gross profit margin
was approximately 20.86%, representing a year-on-year
increase 3.93 percentage points. It is mainly due to the
internal implementation of various cost and cost controls.
Profit and total comprehensive income for the period
attributable to owners of the Company was
RMB51,382,000, representing a year-on-year increase
approximately1.74%. Basic earnings per share amounted
to approximately RMB10 cents.

Outlook and Acknowledgements

Zhengye International pays attention to sustainable
development and continuously improves to meet
customers’ requirements for packaging quality and
environmental protection. Developing upstream and
downstream supply chain services around the paper and
paper packaging industry chains are one of the directions
explored by Zhengye International, covering research and
development design, raw and auxiliary materials
procurement, manufacturing, delivery, sales, customer
service, waste paper recycling, etc,, in order to provide
customers with quality products and service.

AANEHEREZ-_ZFT—NLF XA
=+HIERER  AEEBBEXE
#y3E AR5 1,188,875,000 7T * [AIEL TN F%
1563% (ZE— \FRA=ZTHIENAE
A AR¥1,4091300007T) © ANEE
K EF A AR ¥ 247,9550007C * E
EH#)2086% * FILL EFA3RENE - &
72 FR A PR B 0N 5 HE B TR BK AN FE A
RERES o NRRIHEHB AR EARE
A R E RS T A AR 51,382,000
T BAFRIEABRF 1.74% - FRREAR
BRHAARE 10D -

F& B B2 B
EXBBIEXEER - TEHBCEN
MRREPHBEMEHERRENR -
BELARMEERE F TRERMAE
HRBRIEXBRBERRNTG M2 —
BMEMBERG  RERE  £E2
RN HE BR BEARKE
RE - BRREPRMHEENAERS
BR#5 o

Zhengye International Holdings Company Limited

EXBIFERER AR



Chairman’s Statement

EERME

Looking forward to the future, China’s environmental
protection policy is becoming more and more rigorous.
The paper-based packaging industry will benefit from the
plastic limit and plastic abandon policy. Because of its
recyclable nature, paper-based packaging will replace
plastic packaging more widely. On the other hand, with
the elimination of backward production capacity, the
increase in the concentration of the domestic paper
packaging industry will be the general trend. In recent
years, the market concentration of paper-based
packaging enterprises in China has been significantly
improved, but the space for industrial concentration is
still broad, and large-scale paper packaging enterprises
will highlight the advantages.

In a rapidly adjusting environment, Zhengye International
will keep pace with the times, actively grasp the
development opportunities of the industry, further build
competitive advantages, continuously optimize the
industrial chain, enrich product portfolio, and consolidate
and enhance market position.

On behalf of Zhengye International, | would like to thank
you for your support.

Hu Zheng
chairman

Hong Kong, 23 August 2019
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

RIRA%R & B M E Ath 2 U s

AN

For the six months ended 30 June 2019

BE_Z-NFRA=THILAEA

Six months ended 30 June

BEANA=+tHLAEAR

2019 2018
—ZE-hEF —E-N\F
NOTES RMB’000 RMB'000
B 5E AR® T ARBT T
(unaudited) (unaudited)
(REER) (REEEZ)
Revenue A 3 1,188,875 1,409,130
Cost of sales SHERA (940,920) (1,170,571)
Gross profit EF 247,955 238,559
Other income EA A 4 4,001 5314
Other gains and losses E fth e KR B3 18 5 (979) 727
Distribution and selling expenses 4> $5 & S5 & & A (35,822) (34,490)
Administrative expenses TR (68,537) (69,021)
Finance costs BE A 6 (20,825) (23,898)
Research and development FEE
expenses (44,324) (47,256)
Profit before tax R F5 AT Y48 A 7 81,469 69,935
Income tax expense IR 8 (16,796) (12,581)
Profit and total comprehensive  HARE A & 2 E
Income for the period s 4a s 64,673 57,354
PROFIT AND TOTAL COMPREHENSIVE 28 A ) #E 5 A FE 4L
INCOME FOR THE PERIOD HMEEANR2H
ATTRIBUTABLE TO: W45 -
Owners of the Company NATHER A 51,382 50,503
Non-controlling interests FEE IR FE 2 13,291 6,851
64,673 57,354
EARNINGS PER SHARE BRER
Basic (RMB) ER(ARE) 10 0.10 0.10
11 Zhengye International Holdings Company Limited
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Condensed Consolidated Statement of Financial Position
FIRRAR & AR R R

At 30 June 2019
R=ZZT—NFARA=1H

30June 31 December
2019 2018
—E—-hF —E-N\F
AA=+H +=ZA=+—H
NOTES RMB’000 RMB'000
B sk ARBT T AREETT
(unaudited) (audited)
(RBER) (&&= %)
Non-current Assets ERBEE
Property, plant and equipment  #1Z « E KR 11 872,275 891,169
Right-of-use-assets FEREEE 194,737 =
Prepaid lease payments FERHEERIE - 153,858
Other intangible assets HinEmpEE 12 137 338
Deferred tax assets EIEFIBE E 18 5,161 4,070
Deposits paid for acquisition of ~ WBEWIZE - E &
property, plant and equipment &L S 8,375 2,771
1,080,685 1,052,206
Current Assets REBEE
Inventories FE& 135,053 161,778
Trade and other receivables B NREMEWIE 13 835,215 951,153
Contract assets BREE 18,475 19,257
Prepaid lease payments FENBEERE - 4,720
Tax recoverable Al B IR - 318
Pledged bank deposits BRAIRITIER 139,873 108,910
Bank balances and cash RITHRBNIRS 14 232,348 258,981
1,360,964 1,505,617
Interim Report 2019 12
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Condensed Consolidated Statement of Financial Position
FIRRAR & AR R R

At 30 June 2019
R=ZZT—NFARA=1H

30June 31 December
2019 2018
—E—-hF —E-N\F
AA=+H +=ZA=+—H
NOTES RMB’000 RMB'000
k3 AR¥TRT ARBFT
(unaudited) (audited)
(REEZ) (fe&E%)
Current Liabilities REBEE

Trade and other payables B REMERRE 15 272,997 473,686
Tax liabilities HEAaE 4,952 7,749
Lease liabilities HEBE 7,770 -
Bank borrowings RITIERK 17 923,171 904,345
Other borrowings EHAbfE K 17 57,953 47,340
Obligations under finance leases @& & fE 3B - 394
Contract liabilities ERaE 2,198 2,644
Amounts due to directors R EER0E 16 481 2,181
1,269,522 1,438,339
Net Current Assets REEEZE 91,442 67,278

Total Assets Less EEAER
Current Liabilities REAE 1,172,127 1,119,484
13 Zhengye International Holdings Company lelted
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Condensed Consolidated Statement of Financial Position

fIRA%R B MR R

At 30 June 2019
R=F—AFA=+H

30 June 31 December
2019 2018
—E—-hF —N\F
ANA=+RH +t=-—A=+—H
NOTES RMB’000 RMB'000
B sk ARBT T AREETT
(unaudited) (audited)
(RBER) (&&= %)
Capital and Reserves BEXRFE
Share capital A& AN 19 41,655 41,655
Reserves 5 853,452 852,070
Equity attributable to owners of AR BHEA A
the Company JE(LER= 895,107 893,725
Non-controlling interests FEIEHIRE RS 192,945 179,654
Total Equity R 1,088,052 1,073,379
Non-current Liabilities ERBERE
Deferred tax liabilities BEFIREE 18 4,237 7,525
Deferred income EEWA 33,223 25,742
Lease liabilities HERE 33,301 =
Other borrowings HAbE R 17 13,314 5,786
Obligations under finance leases @& T2 & fE {5018 - 7,052
84,075 46,105
1,172,127 1,119,484

Interim Report 2019
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Condensed Consolidated Statement of Changes in Equity

5 BH

%ﬁ/\ﬁ%)iﬁ%%ﬁ%&

For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

Attributable of owners of the Company

KRAEEAEE
Non-
Share Share  Statutory Other  Retained controlling
capital  premium  reserves  reserves  earnings  Sub-total interest Total
Rx  RGEE EERE EtEE  85EF Nt FEEER a5t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETL AREBTT ARBTR ARETT ARBTR ARETL ARBTT ARETI
At 1 January 2018 (audited)
41,655 92968 1m (23389) 603,236 835,581 158299 993,880
Openingadjustmentunder ~ RIEEBE KR
HKFRS 15 815 ERE = - - - 4668 4668 - 4668
Profit and total comprehensive BRI FI R 2 Eikzs
income for the period ik - - - - 50503 50,503 6851 57354
At30June 2018 (unaudited) =B \EXA=1H
(REE) 41,655 92,968 21m (23389) 658407 890,752 165,150 1,055,902
At1lanuary 2019 (audited) ~ R=F-h&F—A-H
(BEH) 41,655 92968 129481  (23,389) 653010 893725 179,654 1,073,379
Profit and total comprehensive SR IR 2 Bz
income for the period fix - - - - 51,382 51,382 13,291 64,673
Dividend paid BRRE - - - - (50,0000  (50,000) - (50,000)
At30June 2019 (wnaudited)  R=F-AEAA=1R
(REER) 4,655 92968 129,481  (23389) 654392 895107 192,945 1,088,052
15 Zhengye International Holdings Company Limited
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Condensed Consolidated Statement of Cash Flows

a8 =AW PARy = l—1
BRAGERESMER
For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

Six months ended 30 June
BEZXA=1+HLAEA

2019 2018
—E-hEF —ZT-N\F
RMB’000 RMB'000
AR®TT ARET T
(unaudited) (unaudited)
(REER) (REEEZ)
OPERATING ACTIVITIES R
Profit before tax A& A 81,469 69,935
Adjustments for: AT S EEL AL
Finance costs Y% 20,825 23,398
Interest income FLBUA (2,161) (1,417)
Depreciation of property, W - TR
plant and equipment e 39,096 35,092
Impairment gain recognized on EHRE S REM
trade and other receivables FEMGRIE R (B W = (10) =
Allowance for trade receivables B 5 REWGIERRET IR - 1,159
Amortisation of prepaid lease TR HERIBH
payments - 1,553
Amortisation of right-of-use asset FREEESN 2,360 -
Amortisation of other intangible Hfh e E sy
assets 201 201
Gain (loss) on disposal of property, HEWE  THK
plant and equipment AR s (B51E) (211) 66
Amortisation of government grant ~ BRFERBEEZ
relating to non-current assets BSAL 85 (1,533) (5/426)
Operating cash flows before EBEBEAREEAEE
movements in working capital HeRh=E 140,036 125,061
Decrease (increase) in inventories TFERA(GEm) 26,725 (43,502)
Decrease (increase) in trade and E 5 K H A e R IE
other receivables W (3 hn) 115,948 (71,904)
Increase in right-of-use assets ERAEEELM (38,519) =
Decrease in contract assets EHEBERD 782 =
Increase in lease liabilities HEAEEM 41,071 =
Decrease in trade and other payables & 5 [z H b & (< ZE R 4 (200,689) 71,702
Decrease in contract liabilities aHaERD (446) =
Decrease in amounts due to directors &<t 2 25 ZRIE R 4> (1,700) (840)
Cash generated from operations KEXBER: 83,208 80,517
Income tax paid BRETEH (23,154) (15,371)
NET CASH FROM OPERATING REXBHMEBRE TR
ACTIVITIES 60,054 65,146
Interim Report 2019 16
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Condensed Consolidated Statement of Cash Flows

56 AH 4= A o=
B S IRERE
For the six months ended 30 June 2019
HE-ZT-NFAA=THILAEA

Six months ended 30 June
BEZXA=1+HLAEA

2019 2018
—E—hF —N\F
RMB’000 RMB'000
AR®TT ARET T
(unaudited) (unaudited)
(REER) (REEEZ)
INVESTING ACTIVITIES REX
Interest received EFE 2,161 1417
Proceeds from disposals of property, HEUEEYIZE « TH &
plant and equipment RAEFTSFIE 6,133 1,131
Purchase of property, plant and BEMX  THR&EE
equipment (23,353) (32,359)
Deposits paid for acquisition of s - TR
property, plant and equipment REES (8,375) -
Placement of pledged bank deposits 2 #ERERTITIERIEA (141,789) (119,440)
Withdrawal of pledged bank deposits = K 1R 1T 17 SR ER 110,826 109,892
Receipt of government grant relating YWER B B3ERBNEE 2
to non—current assets B AL 9,014 =
NET CASH USED IN INVESTING REXBHMARSEE
ACTIVITIES (45,383) (39,359
FINANCING ACTIVITIES BB
Interest paid BATFE (20,825) (23,898)
Dividend paid BRI E (50,000) =
Repayment of lease liabilities BEEEAE (7,446) -
Repayments of obligations EEMEMHE TWEE
under finance leases - (372)
New bank and other borrowings raised  #TER1S4R1T I H b & 5% 291,748 251,014
Repayment of bank and EEBRITREMER
other borrowings (254,781) (247,404)
NET CASH USED INFINANCING BEXEFTARSEE
ACTIVITIES (41,304) (20,660)
NET (DECREASE) INCREASE IN ReRBESEEYEM
CASH AND CASH EQUIVALENTS  (JFi4) B4 (26,633) 5,127
CASH AND CASH EQUIVALENTS R—A—HHWRER
AT 1 JANUARY ReZEEY 258,981 190,268
CASH AND CASH EQUIVALENTS RAA=1+tHHNRER
AT 30 JUNE ReZEEY 232,348 195,395
17 Zhengye International Holdings Company Limited
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Notes to Condensed Consolidated Financial Statements

5 BH

Rir e ISR o

For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

Basis of Preparation

The condensed consolidated financial statements
have been prepared in accordance with Hong
Kong Accounting Standard 34 (HKAS 34) interim
Financial reporting issued by the Hong Kong
Institute of Certified Public Accountants as well as
with the applicable disclosure requirements of
Appendix 16 to the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”).

Principal Accounting Policies
The condensed consolidated financial statements
have been prepared on the historical cost basis.

Except as described below, the accounting policies
and method of computations used in the
condensed consolidated financial statements for
the six months ended 30 June 2019 are the same
as those followed in the preparation of the Group's
annual financial statements for the year ended 31
December 2018.

Interim Report 2019 18
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Notes to Condensed Consolidated Financial Statements
e = =+ 3
BER4R & M 15 SRR I 7T
For the six months ended 30 June 2019
BE-—T-NEAA=TRILAEA

2.

Principal Accounting Policies
(Continued)

In the current interim period, the Group has
applied, for the first time, the following
amendments to Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong
Institute of Certified Public Accountants
("HKICPA") that are relevant for the preparation of
the Group’s condensed consolidated financial
statements:

2. FESITHE®)

RAFHHE - AEEEER
FE R DATT B4R B AN 5K [ S B
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HKFRS 16
HK(FRIC)-Int 23

Amendments to
HKFRS 9
Amendments to
HKAS 19
Amendments to
HKAS 28
Amendments to
HKFRSs

Leases
uncertainty over income Tax
Treatment

Prepayment Features with
negative compensation

Plan amendment, c urtailment
or settlement

Long-term interests in
associates and Joint Ventures

annual improvements to
HkFrs s 2015-2017 cycle

BEAUBREEN 1 HE

The new and amendments to HKFRSs have been
applied in accordance with the relevant transition
provisions in the respective standards and
amendments which results in changes in
accounting policies, amounts reported and/or
disclosures as described below.
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Notes to Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases
The Group has applied HKFRS 16 for the
first time in the current interim period.
HKFRS 16 superseded HKAS 17 Leases
("“HKAS 17"), and the related
interpretations.

2.1.1

Interim Report 2019
—E-NFHRERE

Key changes in accounting
policies resulting from
application of HKFRS 16

The Group applied the following
accounting policies in accordance
with the transition provisions of
HKFRS 16

Definition of a lease

A contract is, or contains, a lease if
the contract conveys the right to
control the use of an identified asset
for a period of time in exchange for
consideration.

For contracts entered into or
modified on or after the date of
initial application, the Group
assesses whether a contract is or
contains a lease based on the
definition under HKFRS 16 at
inception or modification date. Such
contract will not be reassessed
unless the terms and conditions of
the contract are subsequently
changed.
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Notes to Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)
2.1.1 Key changes in accounting

policies resulting from
application of HKFRS 16
(Continued)

As alessee

allocation of consideration to
components of a contract

For a contract that contains a lease
component and one or more
additional lease or non-lease
components, the Group allocates
the consideration in the contract to
each lease component on the basis
of the relative stand-alone price of
the lease component and the
aggregate stand-alone price of the
non-lease components.

short-term leases

The Group applies the short-term
lease recognition exemption to
leases of factory plant that have a
lease term of 12 months or less from
the date of initial application of
HKFRS 16. Lease payments on short-
term leases are recognised as
expense on a straight-line basis over
the lease term.
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.1

Interim Report 2019
—E-NFHRERE

Key changes in accounting
policies resulting from
application of HKFRS 16
(Continued)

As alessee (Continued)

r ight-of-use assets

Except for short-term leases, the
Group recognises right-of-use assets
at the commencement date of the
lease (i.e. the date the underlying
asset is available for use). Right-of-
use assets are measured at cost, less
any accumulated depreciation and
impairment losses, and adjusted for
any remeasurement of lease
liabilities.

The cost of right-of-use asset
includes:

the amount of the initial
measurement of the lease
liability;

any lease payments made at
or before the commencement
date, less any lease incentives
received:;
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2.  Principal Accounting Policies 2. FESTEER®

(Continued)

2.1 Impacts and changes in accounting 21 EAEBMEBERSE
policies on application of HKFRS Al1e[HE | e
16 Leases (Continued) HERBE (B
2.1.1 Key changes in accounting 211 EREABHBRE

policies resulting from EAM6e EENETT
application of HKFRS 16 BREASE (B)
(Continued)
As a lessee (Continued) fERRBA (B)
right-of-use assets (Continued) ﬁﬁféﬁlx@*)
any initial direct costs rEBEAE
incurred by the Group; and EORERCIRAR G
BHEKAE:
&
an estimate of costs to be . REBRIF
incurred by the Group in iR & 1% 4R
dismantling and removing HMEE- &
the underlying assets, RIEEEEE
restoring the site on which it FIT 7E 3% 3 3K
is located or restoring the ERABME
underlying asset to the EZHER
condition required by the 168 7R K2 fig A5
terms and conditions of the T #3 7E &9 AR
lease. LR EE A Y
AR R ET
Right-of-use assets in which the REERTEERA
Group is reasonably certain to B A 21 E VR
obtain ownership of the underlying FAHEEEMAE
leased assets at the end of the lease MEREEESR
term is depreciated from AHEIREFRF
commencement date to the end of B4 REAR R IT
the useful life. Otherwise, right-of- E-fHMER
use assets are depreciated on a T FRAEEEN
straight-line basis over the shorter of BEENHEMEE
its estimated useful life and the lease R HA R AE HA (A
term. B ERBE) NET
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.1

Interim Report 2019
—E-NFHRERE

Key changes in accounting
policies resulting from
application of HKFRS 16
(Continued)

As alessee (Continued)

r ight-of-use assets (Continued)

The Group presents right-of-use
assets as a separate line item on the
condensed consolidated statement
of financial position.

r efundable rental deposits
Refundable rental deposits paid are
accounted under HKFRS 9 “Financial
Instruments” (“"HKFRS 9") and
initially measured at fair value.
Adjustments to fair value at initial
recognition are considered as
additional lease payments and
included in the cost of right-of-use
assets.

Lease liabilities

At the commencement date of a
lease, the Group recognises and
measures the lease liability at the
present value of lease payments
that are unpaid at that date. In
calculating the present value of
lease payments, the Group uses the
incremental borrowing rate at the
lease commencement date if the
interest rate implicit in the lease is
not readily determinable.
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For the six months ended 30 June 2019
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2. Principal Accounting Policies
(Continued)
2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)
2.1.1 Key changes in accounting
policies resulting from
application of HKFRS 16
(Continued)
As alessee (Continued)
Lease liabilities (Continued)
The lease payments include:

fixed payments (including in-
substance fixed payments)
less any lease incentives
receivable;

variable lease payments that
depend on an index or a rate;

amounts expected to be
paid under residual value
guarantees;

the exercise price of a
purchase option reasonably
certain to be exercised by
the Group; and

payments of penalties for
terminating a lease, if the
lease term reflects the Group
exercising the option to
terminate.
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.1

Interim Report 2019
—E-NFHRERE

Key changes in accounting
policies resulting from
application of HKFRS 16
(Continued)

As alessee (Continued)

Lease liabilities (Continued)

Variable lease payments that reflect
changes in market rental rates are
initially measured using the market
rental rates as at the commencement
date. Variable lease payments that do
not depend on an index or a rate are
not included in the measurement of
lease liabilities and right-of-use
assets, and are recognised as expense
in the period on which the event or
condition that triggers the payment
occurs.

After the commencement date,
lease liabilities are adjusted by
interest accretion and lease
payments.

26

FESTHBER @)

21 EREBMBEREE

Al16[ FHE | WEFTIK
FEREE (8)

211 ERAEBMERSE

EH16 EENE

BREAREBE (E)

EREAHAA (1B)
HEAE (E)
&%m%ﬁﬁ X[
BHRENKR
ﬁ%ﬁ%ﬁ%ﬁ%
HEMPtE- I
T8 T 5 Bk b &
WEWT HER
R T ATHES
EREAEEER
2 0 R R
W= SRR E
MR AMAY -

MBI E B R
&8 (IR 8
£ R & (B fE L
B -



Notes to Condensed Consolidated Financial Statements

FEﬁ ;Z\'/Aﬂ\ é-\ E]f %& 315& 2% |Zﬁ uE

For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS

16 Leases (Continued)

2.1.1 Key changes in accounting
policies resulting from
application of HKFRS 16

(Continued)

As alessee (Continued)

Lease liabilities (Continued)

The Group remeasures lease
liabilities (and makes a
corresponding adjustment to the
related right-of-use assets)

whenever:

the lease term has changed
or there is a change in the
assessment of exercise of a
purchase option, in which
case the related lease liability
is remeasured by discounting
the revised lease payments
using a revised discount rate
at the date of reassessment.

the lease payments change
due to changes in market
rental rates following a
market rent review, in which
cases the related lease
liability is remeasured by
discounting the revised lease
payments using the initial
discount rate.
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.1

Interim Report 2019
—E-NFHRERE

Key changes in accounting
policies resulting from
application of HKFRS 16
(Continued)

As a lessee (Continued)

Lease modifications

The Group accounts for a lease
modification as a separate lease if:

the modification increases
the scope of the lease by
adding the right to use one
or more underlying assets;
and

the consideration for the
leases increases by an
amount commensurate with
the stand-alone price for the
increase in scope and any
appropriate adjustments to
that stand-alone price to
reflect the circumstances of
the particular contract.
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For the six months ended 30 June 2019
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5 BH

2.

Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)
2.1.1 Key changes in accounting

policies resulting from
application of HKFRS 16
(Continued)

As alessee (Continued)

Lease modifications (Continued)

For a lease modification that is not
accounted for as a separate lease,
the Group remeasures the lease
liability based on the lease term of
the modified lease by discounting
the revised lease payments using a
revised discount rate at the effective
date of the modification.

Taxation

For the purposes of measuring
deferred tax for leasing transactions
in which the Group recognises the
right-of-use assets and the related
lease liabilities, the Group first
determines whether the tax
deductions are attributable to the
right-of-use assets or the lease
liabilities.
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For the six months ended 30 June 2019
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.2

Interim Report 2019
—E-NFHRERE

Transition and summary of
effects arising from initial
application of HKFRS 16

Definition of a lease

The Group has elected the practical
expedient to apply HKFRS 16 to
contracts that were previously
identified as leases applying HKAS
17 and HK(IFRIC)-Int 4 “Determining
whether an Arrangement contains a
Lease” and not apply this standards
to contracts that were not
previously identified as containing a
lease. Therefore, the Group has not
reassessed contracts which already
existed prior to the date of initial
application.

For contracts entered into or
modified on or after 1 January 2019,
the Group applies the definition of a
lease in accordance with the
requirements set out in HKFRS 16 in
assessing whether a contract
contains a lease.
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For the six months ended 30 June 2019
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS

16 Leases (Continued)

2.1.2 Transition and summary of
effects arising from initial
application of HKFRS 16

(Continued)
As a lessee

The Group has applied HKFRS 16
retrospectively with the cumulative
effect recognised at the date of
initial application, 1 January 2019.
Any difference at the date of initial
application is recognised in the
opening retained profits and
comparative information has not

been restated.

When applying the modified
retrospective approach under HKFRS
16 at transition, the Group applied
the following practical expedients
to leases previously classified as
operating leases under HKAS 17, on
lease-by-lease basis, to the extent
relevant to the respective lease

contracts:

relied on the assessment of
whether leases are onerous
by applying HKAS 37
"Provisions, Contingent
Liabilities and Contingent
Assets” as an alternative of

impairment review;
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.2

Interim Report 2019
—E-NFHRERE

Transition and summary of

effects arising from initial

application of HKFRS 16

(Continued)

As a lessee (Continued)
elected not to recognise
right-of-use assets and lease
liabilities for leases with lease
term ends within 12 months
of the date of initial
application;

excluded initial direct costs
from measuring the right-of-
use assets at the date of
initial application;

applied a single discount rate
to a portfolio of leases with a
similar remaining terms for
similar class of underlying
assets in similar economic
environment. Specifically,
discount rate for certain
leases of restaurant premises
in Hong Kong was
determined on a portfolio
basis; and
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For the six months ended 30 June 2019
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2. Principal Accounting Policies 2. FESTEHXRM®)
(Continued)
2.1 Impacts and changes in accounting 21 EHREBHBEREE

policies on application of HKFRS

16 Leases (Continued)

Rlie[ FE | EFK
%E/a &ﬁgj zt

2.1.2 Transition and summary of

effects arising from initial

application of HKFRS 16

(Continued)

As a lessee (Continued)
used hindsight based on
facts and circumstances as at
date of initial application in
determining the lease term
for the Group's leases with
extension and termination
options.

On transition, the Group has made
the following adjustments upon
application of HKFRS 16:

The Group recognised additional
lease liabilities of RMB41,071,000 in
the related lease liabilities by
applying HKFRS16.C8(b)(ii) transition
at 1 January 2019. The Group further
reclassified prepaid rent of
RMB39,754,000 and prepaid lease
payments of RMB158,578,000, to
right-of-use assets.
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For the six months ended 30 June 2019
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2. Principal Accounting Policies

(Continued)

2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.2

Interim Report 2019
—E-NFHRERE

Transition and summary of
effects arising from initial
application of HKFRS 16
(Continued)

As alessee (Continued)

When recognising the lease
liabilities for leases previously
classified as operating leases, the
Group has applied incremental
borrowing rates of the relevant
group entities at the date of initial
application. The weighted average
lessee’s incremental borrowing rate
applied is 5.76%.
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2. Principal Accounting Policies 2. FESTEHXRM®)
(Continued)
2.1 Impacts and changes in accounting 21 EREEBHEHREE
policies on application of HKFRS A6l #HE | WEFT K
16 Leases (Continued) RYERBE (5
2.1.2 Transition and summary of 212 REREREEY
effects arising from initial B ELER 16 T
application of HKFRS 16 THBRBERELEMN
(Continued) FEME(B)
As a lessee (Continued) EAREA (FE)
At 1 January
2019
R-B-N%F
-A-H
RMB'000
ARBTR
Operating leasing commitments RZZ-\F+ZA=+—A
disclosed as at 31 December 2018 RERERE 60,034
Obligation under a finance lease MEREENTR 7,446
Lease liabilities discounted at relevant HEBERBHES
incremental borrowing rates EHMEETUR 53,491
Less: Recognition exemption L HEREE
— short-term leases —RHHE (12,144)
Lease liabilities as at 1 January 2019 RZZ-N&—A-H
MEafk 41,347
Analysed as; AT :
Current ikl 7,770
Non-current FRE 33,577
41,347
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

2. Principal Accounting Policies
(Continued)
2.1 Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)
2.1.2 Transition and summary of
effects arising from initial
application of HKFRS 16
(Continued)
As a lessee (Continued)
The carrying amount of right-of-use
assets as at 1 January 2019
comprises the following:

2. FESTHBEM®)

21 ERERAUMBEREE
Al1e[HE | e
REENBE (8
212 REARERE R

B ELER 16 Wi
THEBERELMN
FEBE(E)
fEBEBA (B)
—NEF—A—
AMEAEEER
HEWNT :

Rights-of-
use assets
EREEE
RMB’000
AR%TT

Right-of-use assets relating to operating
leases recognised upon application

EREBUBMELR 165
e RMELEHEFEN

HKFRS 16 EREEEREAE 39,754
Reclassification from prepaid lease mEMHEEFERENES
payments and prepaid rent BFOE 158,578
198,332
By class: R
Land and buildings T REF 184,321
Machinery B 14,011
198,332
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

5 BH

2.

Principal Accounting Policies
(Continued)

2.1

2.2

Impacts and changes in accounting
policies on application of HKFRS
16 Leases (Continued)

2.1.2 Transition and summary of
effects arising from initial
application of HKFRS 16
(Continued)

As alessee (Continued)

note:  Upfront payments for leasehold
lands in PRC were classified as
prepaid lease payments as at 31
December 2018. Upon
application of HKFRS 16, the
current and non-current portion
of prepaid lease payments
amounting to RMB39,754,000
and RMB158,578,000 respectively
were reclassified to right-of-use
assets.

Significant changes in significant
judgements and key sources of
estimation uncertainty

The Group applies judgement to determine
the lease term for lease contracts in which
it is a lessee that include renewal option.
The assessment of whether the Group is
reasonably certain to exercise such options
impacts the lease term, which significantly
affects the amount of lease liabilities and
right-of-use assets recognised.
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2. FESITHE®)

21 EREBUMBHRESE
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MEzHEL
b= OR= R RN
R-ZE—N\EF
+=-A=+—
BAEATEN
HERE - K
FERE BB
w5 % Alie
% EREE
I 2 BVE &
3EEU D 5
BEBARYE
39,754,000 7T
M AR ¥
158,578,000 7T
BEEHOEE
FREEE -
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KRG THABPEEN
FERIR
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Notes to Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

2. Principal Accounting Policies FESHBEKR®)

(Continued)

2.2 Significant changes in significant 22 EARHAEBNEIESY
judgements and key sources of R T HBAREN
estimation uncertainty (Continued) IEB}E;‘E\ (%8)

The following adjustments were made to B’\\\ —NF—HA—Hf
the amounts recognised in the condensed Z*/\ﬁﬁ‘kﬂjtﬂ%q:'ﬁ%m
consolidated statement of financial position NEBEEER LAT FHE o
at 1 January 2019. Line items that were not AXBBEERTENIEE
affected by the changes have not been WREIEENA °
included.
Carrying
amounts Carrying
previously amount under
reported as HKFRS 16
31 December at 1 January
2018 Adjustments 2019
RZB-NE REEEHBER
+-R=t-H 16R=Z-NF
ERERAE #2 -P-REREE
RMB’000 RMB’000 RMB'000
ARET R ARBTR ARBT R
Non-current assets FRBEE
Property, plant and equipment nE - BERRE 891,169 4221) 886,948
Prepaid lease payments BANHERE 153858 (153:858) =
Right-of-use assefs RRELEE - 198332 198332
Current assets RBEE
Prepaid lease payments BRAETE 4720 (4720) =
Current liabilities RBEE
Lease liabilties BERRE - 7770 7770
Non-current liabilities FREBEE
Lease liabilities HERE - 33577 33577
note:  For the purpose of reporting cash flows MaE: RERBE=ZT—A
from operating activities under indirect FRA=1+H Jt/\ &
method for the six months ended 30 RiREE LT ENK
June 2019, movements in working capital BEHEESREM
have been computed based on opening T RAEBESME
statement of financial position as at 1 TR ¥R E X BN
January 2019 as disclosed above —T-hAE—HA—H
0 BB A1 B 755 RO R A
& .
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

it

3. Segment Information 3. oEER
The following is an analysis of the Group's revenue NEBIZZEDILE D HUWA
and results by operating segment. REBIITWOT °
Six months ended 30 June 2019 BE-Z—hEXA=+H
(unaudited) 1IERE A CGREEXK)
Corrugated
medium Paper-based
paper packaging Total
RS wRBEE st
RMB’000 RMB’000 RMB’000
ARBTRT AR¥BTR AR%®TxR
REVENUE ['ON
External sales HMEIHE 753,118 435,757 1,188,875
Inter-segment sales DEEIHE 74,756 - 74,756
Segment revenue D EBIA 827,874 435,757 1,263,631
Eliminations K (74,756)
Group Revenue EBRIRA 1,188,875
Segment Profit 2 285% 71,744 14,402 86,146
Unallocated corporate ROBEEERA
income, net FER (4,677)
Profit before tax SER AR 81,469
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

3. Segment Information (Continued)

Six months ended 30 June 2018
(unaudited)

3. Z2HER®E
BEE_F-/\HFXA=tH

1EAE A (REEFR)
Corrugated
medium  Paper-based
paper packaging Total
FLABR 4R R"HEE #at
RMB'000 RMB'000 RMB'000

ARBFT ARBTT ARBTE

REVENUE 'ON
External sales SNEISYE 882,741 526,389 1,409,130
Inter-segment sales DEBEIHE 92,690 = 92,690
Segment revenue BB A 975,431 526,389 1,501,820
Eliminations 8 (92,690)
Group Revenue £ JH U A 1,409,130
Segment Profit paN:iingl 32,543 40,164 72,707
Unallocated corporate RoBEEERA

income, net FER (2772)
Profit before tax S BN 69,935

The accounting policies of the operating segments
are the same as the Group's accounting policies.
Segment result represented the profit earned by
each segment without allocation of legal and
professional fee, bank interest income and other
corporate income and expenses.

No reconciliation of reportable segment revenues
is provided as the total revenues for reportable
segments excluded inter-segment revenue is the
same as the Group's revenue.
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Notes to Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

4. OtherIncome 4. HaW A

Six months ended 30 June

BEASA=tTHILEANEAR

2019 2018
—g-nE  ZTNE
RMB’000 RMB'000
AR¥TR AREFT
(unaudited) (unaudited)

(REER) (RIG=IZ)

Interest income L BWA 2,161 1,417
Government grant BT AL 1,533 2,958
Sundry income B A 307 939
4,001 5314

5. Other Gains and Losses 5. HftsmRER

Six months ended 30 June

BEASA=1THILEAREAR

2019 2018
—B-nE T )\&
RMB’000 RMB'000
AR¥T R ARBFT
(unaudited) (unaudited)

(REER) (RIEZER)

Exchange loss, net HME (B518) e F 58 (1,190) 793
Gain on disposals of property, LEME - THRKE

plant and equipment RS (B518) 211 (66)

(979) 727

a1 Zhengye International Holdings Company Limited
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

6. Finance Costs

A &

Six months ended 30 June

BEASA=tTHILEANEAR

2019 2018
—E-hF —ZT-NF
RMB’000 RMB'000
AR®T ARET T
(unaudited) (unaudited)
(REER) (REEEZ)

Interest on: LATIEE A& -
Bank borrowings RITER 18,440 21,180
Other borrowings HAbER 2,125 2479
Finance lease RMEHE 260 239
20,825 23,898
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

7. Profit for the Period 7. HARER

Six months ended 30 June

BEASA=tTHILEANEAR

2019 2018
—g-nE  ZTNE
RMB’000 RMB'000
AR¥TR AREFT
(unaudited) (unaudited)

(REER) (RIG=IZ)

Profit before tax has been arrived K%t Bl 4 A1 2 30BR
at after charging the following THEIE
items:

Depreciation of property, plant mE - TR R&RE

and equipment HE 39,096 35,092
Amortisation of right-of-use assets {58 Fi 4 & &= 1 85 2,360 =
Amortisation of prepaid lease TER T & B Y

payments - 1,553
Amortisation of other intangible L 4 72 & EE # £

assets (included in cost of sales) (FESEERANRN) 201 201
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

8. Income Tax Expense 8. MEHAX

Six months ended 30 June

BEARA=THLAKEA
2019 2018
—E-NF —N\F
RMB’000 RMB'000
AR¥TR AREFT
(unaudited) (unaudited)
(REEZ) (REeERZ)

Current tax: BNEATHIE

PRC Enterprise Income Tax R ERER 21,175 16,580
Deferred tax (note 18) EIERTE (FsE18)

Current period & BT EARE (4,379) (3,999)
Income tax expense PSR 2 16,796 12,581
On 21 March 2018, the Hong Kong Legislative R-E—NE=A=-+—8"
Council passed The Inland Revenue (Amendment) EARAVFERBA ST —+FEH
(No. 7) Bill 2017 (“the "Bill") which introduces the 75 (1&5T) (B 5% ) &5 E%(Hﬁ
two-tiered profit tax rates regime. The Bill was BIEZR]) - Ho| AMEFIFE
signed into law on 28 March 2018 and was KEE o EHERER = *)\
gazetted on the following day. Under the two- FE=ZA=-+ N \BEEXAELE
tiered profit tax rates regime, the first Hong Kong THRBHFEETR - BIERRK
dollars ("HK$") 2 million of profits of the qualifying HFESHREREE  SEKRER
group entity will be taxed at 8.25%, and profit EENEMRAB SIS THMNER
above HK$2 million will be taxed at 16.5%. The 825% M T RKF - MiBBMA
profit of the Group entities not qualifying for the BB TTH ) 8% 16.5% EﬁﬁT
two-tiered profit tax rates regime will continue to B - WA MRFFE
be taxed at a flat rate of 16.5%. KE|E & @ g ﬁ“ ST 4 &= ﬁi

1216.5% BV & — R
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

8.

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

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

Under the Law of The People’s Republic of China
on Enterprise Income Tax (the “EIT Law") and
Implementation Regulation of the EIT Law, the tax
rate of the PRC subsidiaries is 25% from 1 January
2008 onwards. Certain PRC subsidiaries approved
as advanced-technology enterprises by the
relevant government authorities are subject to a
preferential rate of 15%. During the period, two
subsidiaries were renewed its Advanced-
technology Enterprise Certificate and is eligible for
tax concession of 15% up to year 2021.

Dividends
The directors have determined that no interim
dividend has been paid for the six months ended
30 June 2019.
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

10. Earnings per Share 10.

The calculation of the basic earnings per share
attributable to the owners of the Company is
based on the following data:

BREF
RAFHEEAEBEGRERR
MIBAT BIEAE

Six months ended 30 June

BEASA=tTHILEANEAR

2019 2018
—g-nE  ZTNE
RMB’000 RMB'000
AR¥TR AREFTT
(unaudited) (unaudited)

(REER) (RIG=IZ)

Earnings B
Profit for the period attributable ~ FALAEHE G K E A
to owners of the Company BN R F]
for the purpose of basic A AE(LHEIRE
earnings per share vl 51,382 50,503
Number of shares RHOEE
Number of ordinary shares for ARETE S’
the purpose of basic earnings ERBFE
per shares per share T RAR R EL 500,000,000 500,000,000
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

11.

Property, Plant and Equipment 11. ¥ BERRXE
The movements in property, plant and equipment HEYE IHMEREZES
during the period is summarised as follows: Bt -
RMB'000
ARBTT
As at 1 January 2018 (audited) RZZE—N\F—A—HEE%) 892,353
Additions of plant and equipment NE TR 35,936
Disposals of plant and equipment HE TR N R A (1,197)
Depreciation for the period BT E (35,092)
As at 30 June 2018 (unaudited) RZZE—N\FAA=1H
(REEER) 892,000
As at 1 January 2019 (audited) —NEF—A—B &%) 891,169
Transitional adjustments on the initial B XA BB ERE %L 16
application of HKFRS 16 ZIRE TR (4,221)
Adjusted as at 1 January 2019 AT NF—A—B(EHAR) 886,948
Additions of plant and equipment INE TN & 26,124
Disposals of plant and equipment HE TN & E (1,701)
Depreciation for the period R E (39,096)
As at 30 June 2019 (unaudited) —NERA=+H
(REER) 872,275
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A4 & B SRR MY 5

For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

12. Other Intangible Assets

12. HbEREE

RMB'000
ARBFT
As at 1 January 2018 (audited) RZZT—N\F—A—B(&HF%) 706
Charge for the period HREHR (201)
As at 30 June 2018 (unaudited) RZZE—N\FARA=1H
(REER) 505
As at 1 January 2019 (audited) RZZE—NF—A—B(EEFR) 338
Charge for the period EAfEEHE (201)
As at 30 June 2019 (unaudited) —NENA=1+H
(REEER) 137
Development costs are internally generated. FE K AR B REB o
Such intangible asset are amortised on a straight- ZENAERAREISATE
line basis over 5 years. 3K -

Interim Report 2019
—E-NFHRERE

48



Notes to Condensed Consolidated Financial Statements

IEAAR A W i MR I ot

For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

13. Trade and Other Receivables 13. EFREMEKRFIE

30 June 31 December

2019 2018

—E-hF —ZT-NF

AA=+HA +=—A=+—H

RMB’000 RMB'000

AR®T ARET T

(unaudited) (audited)

(REER) (geE%)

Trade receivables 2 5 R FE 419,037 504,144
Less: allowance for credit losses & : RERXEMH (1,771) (1,872)
417,266 502,272

Trade receivables backed by LARITRIBEAEED

bank bills Z 5 EWGRIE 394,205 423,006
811,471 925,278

Advances to suppliers SRR X 6,181 5,721
Prepayments TR FRIE 7,315 6,271
Other receivables Hth e W FoE 10,248 13,883
23,744 25,875

Total trade and other receivables ‘& 5 & E {th & U FIBE

k= 835,215 951,153
As at 30 June 2019 and 31 December 2018, gross R-ZE—-—HLhENA=+EBKE=
amount of trade receivables from contracts with E—-NE+-_A=+—8 8
customers amounted to RMB813,242,000 and EEMAANEIWNE SRR AT
RMB927,150,000 respectively. A RIAANERRES813,242,000 TR A

R # 927,150,000 7T °

49 Zhengye International Holdings Company Limited
EXBEBRERERAR



Notes to Condensed Consolidated Financial Statements

5 BH

Rir e ISR o

For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

13.

Trade and Other Receivables
(Continued)

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

As at 30 June 2019, total bills received amounting
to RMB394,205,000 (31 December 2018:
RMB423,006,000) are held by the Group for future
settlement of trade receivables, of which certain
bills were further discounted/endorsed by the
Group. The Group continues to recognise their full
carrying amounts at the end of the reporting
period. All bills received by the Group are with a
maturity period of less than one year.
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

13. Trade and Other Receivables 13. ESRHEMEWRIEE)
(Continued)

The following is an aged analysis of trade FIE R E A RIRBE REX

receivables not backed by bank bills presented HERAEEZT|ME 5 FE W

based on dates of delivery of goods, at the end of BAZRTERESZEORE D
the reporting period: L

30June 31 December

2019 2018

—E—-hF —E-N\F

AA=+HA +=ZA=+—H

RMB’000 RMB'000

ARET T ARBTT

(unaudited) (audited)

(REBER) (g5 %)

0 to 60 days 0ZE 60K 312,342 390,587

61 to 90 days 61 290K 66,184 60,685

91 to 180 days 91 £ 180K 31,518 47,342

Over 180 days 180 KA 7,222 3,658

417,266 502,272
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

13.

Inte

(Continued)

Trade and Other Receivables

The aged analysis of trade receivables backed by

bank bills based on dates of delivery of goods or

recognition date of the gross trade receivables, at

13.

B 5 & H it FEWRRIE (50)

DIF R RE BHRIZBE R
HHiskE 2 R IE BB ER
HEUBRITERSIRZINE

the end of the reporting period are analysed as BREKRERSITAT -
follows:
30June 31 December
2019 2018
—E-hF — )\
AA=+HA +=ZA=+—H
RMB’000 RMB'000
AR®TR ARBFT
(unaudited) (audited)
(RBEX) (R&EZ)
0to 60 days 0Z2 60K 149,516 38,190
61 to 90 days 61 290K 76,043 89,297
91 to 180 days 91 £ 180K 167,083 202,622
Over 180 days 180 KA 1,563 92,897
394,205 423,006
Before accepting any new customer, the Group EREAMNTRE  AEH
assesses the potential customer’s credit quality B EEHEREE &
and defines credit limits by customer. BERE(ZHERLEE -

rim Report 2019
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

14.

Pledged Bank Deposits and Bank
Balances and Cash

Bank balances carry interest at market rates within
range from 0.01% to 0.35% (31 December 2018:
0.01% to 0.35%) per annum. The pledged deposits
carry interest rates which range from 0.36% to
2.10% (31 December 2018: 0.35% to 2.75%) per
annum.

Pledged bank deposits represent deposit pledged
to banks to secure banking facilities granted to the
Group. Deposits amounting to RMB139,873,000 (31
December 2018: RMB108,910,000) have been
pledged to secure the short — term bank
borrowings and bills payables repayable within
three to six months and are therefore classified as
current assets. The pledged bank deposits will be
released upon the settlement of relevant bank
borrowings.
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14. BIEBRITER
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EEBRITEFEREEEEEHE
IRITIEBZENATEA -

EEBRITFRIEER TR
NEF - MERAREERE
BT E BHEAREK
139,873,0007L( —E— NFE+ =
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

15. Trade and Other Payables 15. ESRHMENRIE

30June 31 December
2019 2018
ZE-NF —E-)\F
AA=+RA +=ZA=+—H
RMB’'000 RMB'000
AR¥T ARETTT
(unaudited) (audited)
(RBER) (fe&E%)
Trade payables B o ENMNRIE 133,659 205,383
Bills payables — secured FEZE — HiEHA 58,868 165,928
Other taxes payables HihErHiE 54,292 47,052
Payroll and welfare payables FETE BN K B B 20,363 34,170
Construction payables FES TR RIE - 3,951
Others Hfh 5,815 17,202
272,997 473,686
The following is an aged analysis of trade payables 5 R ¥R B R R R @ R
presented based on the dates of receipt of goods HEZ5IHE 5 BN RIERE

at the end of the reporting period. DA
30June 31 December
2019 2018
—E-NF T )N\F
AA=+8A +=ZA=+—H
RMB’000 RMB'000
AR¥T T AREFT
(unaudited) (audited)
(RBER) (fe&E%)
0 to 60 days 0E 60K 125,731 140,238
61 to 90 days 61 90K 2,555 17,670
91 to 180 days 91 £ 180K 1,832 35,279
Over 180 days 180 KA £ 3,541 12,196
133,659 205,383
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For the six months ended 30 June 2019

HE=

15.

16.

E-AFRNA=THIEXRER

Trade and Other Payables (Continued)
The aged analysis of bills payables based on the
dates of receipt of goods at the end of the

15. EFREMENSTIE®E)
wa%ﬁ%%X&wﬁmwm
BHI2 50 2 BB DT

reporting period are analysed as follows: T
30 June 31 December
2019 2018
—-rE  —T)\F
AA=+H +ZA=+—H
RMB’000 RMB'000
AR®TR ARBFT
(unaudited) (audited)
(RBEX) (R &EZ)
0to 60 days 0Z2 60K 9,316 40,597
61 to 90 days 61 290K 13,059 20,064
91 to 180 days 91 £180K 36,493 17,167
Over 180 days 180 KM - 88,100
58,868 165,928
The credit period on purchase of material is 30 to BB MR EREN T30

120 days. The Group has financial risk
management policies in place to monitor the
settlement.

Amounts Due to Directors

The amounts due to directors are unsecured,
interest free and repayable on demand.
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

17. Bank and Other Borrowings 17. SRITREMER
30 June 31 December
2019 2018
—E-hE —N\F
AA=t+H +tZA=+—H
RMB’000 RMB'000
AR®T ARBTT
(unaudited) (audited)
(REER) (geE%)
Bank borrowings, secured IRITIE SR - HIEME 896,701 881,202
Bank borrowings, unsecured RITEK - IR 26,470 23,143
Sub-total NG 923,171 904,345
Other borrowings, secured HAb AR - BEA 44,447 26,306
Other borrowings, unsecured E AR - A 26,820 26,320
Sub-total NG 71,267 53,126
Total #st 994,438 957,471
Carrying amount repayable: RUAT EBEEE A
BRTEE :
Within one year —FR 981,124 951,685
More than one year but not —FUETER
more than two years ME 13,314 5,786
994,438 957,471
Less:  Amounts due within B OREABEE
one year shown under —FRZ
current liabilities EEFIE (981,124) (951,685)
Amounts shown under ERBABETZ
non-current liabilities B3 13,314 5,786
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

17. Bank and Other Borrowings
(Continued)
Bank borrowings and other borrowings as at
period end were secured by the pledged of assets
set out in note 20.

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

30 June 2019
—E-NEAAZTA

17. SBITREMERTE)

BAAPE FE20 TR - HARIERTT B
R E M8 AR E AR
e

AEBEEENBERM X (A
ENEFTANE) WRENT

31 December 2018
—E-)\F+ZA=+—H

Effective interest rate:
BEERFE

Fixed rate borrowings

3.60% to 5.22% per annum

3.50% to 6.31% per annum

ERMBR FRE3.60% £5.22% FHIFE350% E6.31%
Variable rate borrowings 2.80% to 6.90% per annum 4.35% to 6.18% per annum
REMBR FRIE 2.80% £ 6.90% FFITE 435% £ 6.18%

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

As at 30 June 2019, secured bank borrowings include
the discounting of bills receivables from external
trade customers amounting to RMB268,483,000 (31
December 2018: RMB353,728,000).
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

18. Deferred Taxation 18. EZEBIIE
For the purpose of presentation in the condensed RIE2F 2R & FERTEHRIE
consolidated statement of financial position, BERBEEREREEVH
certain deferred tax assets and liabilities have been MRARANE S - BIEMKE
offset. The following is the analysis of the deferred 2R BRERIBEESROTAT

tax balances for financial reporting purposes:

30June 31 December

2019 2018

—E—-hF —ZT-NF

AA=+HA +=ZA=+—H

RMB’000 RMB'000

ARET T ARBTT

(unaudited) (audited)

(REBER) (g5 %)
Deferred tax assets BRI IBEE (5,161) (4,070)
Deferred tax liabilities BEEFHEAE 4,237 7,525
(924) 3,455
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

imposed on 10% of dividends declared in respect
of profits earned by the PRC subsidiaries from 1
January 2008 onwards. As at the end of the current
interim period, the aggregate amount of taxable

18. Deferred Taxation (Continued) 18. RFEBIIE (4)
The following are the major deferred taxation LATRRERRBEHMBEE
liabilities recognised and movement thereon EHERECHBEEGEREES :
during the current and preceding interim period:
Impairment Undistributable
Contract  Provision for Deferred of Depreciation profit of
assets inventory Income  receivables  Differences  subsidiaries Total
KEAR
EwzE FABK
AhEE FERE EEUA HE FEER b @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETT AREBTT ARETR ARETR ARETT ARETR
At 1 January 2018 (audited) RNZF-\5-f-H
(f8%#) - - (3853) (198) 1741 8326 6016
Reversal of deferred tax iabilites 5K 2 EIEHIE
upon distribution of profits BEERE - - - - - (4019) 4019
Charge (credit) for the period R (RE) - - 20 = = = 20
At30 June 2018 (unaudited) RZE-N\E/A=TH
(REEER) - - (3833) (198) 1741 4307 2017
t 1 January 2019 (audited) R-F-h&E-HR-H
(8&%) 664 (1,924) (3,862) (281) 1,574 7,284 3,455
Reversal of deferred tex iabilites 3K F].2 EILHE
upon distribution of profits AR - - (467) - - (3,288) (3,755)
Charge (credit) for the period R (R - - - (624) - - (624)
At30June 2019 (unaudited) RZE-NERA=TH
(REER) 664 (1,924) (4329) (905) 1574 3,99 (924)
Under the EIT Law of PRC, withholding tax is FRMCERASBERE i

B B B X =] BT R B g A R B R
AR S E 2 TETEIR -
BT N\F—A—BRER-
HEARBE SARERELR

temporary differences associated with HEERME AR RS IEEF
undistributed earnings of subsidiaries for which HETREZE AHARK
deferred tax liabilities have not been recognised 510,860,000 7T ( = =& *)\iJr =

amounted to RMB510,860,000 (31 December 2018:
RMB510,860,000).
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

18. Deferred Taxation (Continued) 18.

No deferred tax liability has been recognised in
respect of these differences because the Group's is
in a position to control the timing of the reversal
of the temporary differences and it is probable
that such differences will not reverse in the
foreseeable future.

EERIE (F)

B A7 22 W A 4R o BT RS AR
Bl EZSEEETR
48 3R A B R R BB - R A B
SEEERREEREAE -

19. Share Capital 19. BA
Number of Share
share Capital
v gE| ;&N
HKS
BT
Ordinary shares of SRREE0.10B T
HK$0.10 each EER
Authorised: JRTE ¢
At 1 January 2018, RZZT—N\F—HF—A-
30 June 2018, —\EXA=+H "
1 January 2019 and Z-NF—-—HA—RAK
30 June 2019 —ZE—hEXA=1+H 1,000,000,000 100,000,000
Issued and fully paid: BETRAR :
At 1 January 2018, R=ZZT—N\F—HA—AH-
30 June 2018, —N\FEXA=1H"
1 January 2019 and —E-NF-HA-BEK
30 June 2019 —ZT-AFARA=TH
500,000,000 50,000,000
RMB’000
ARBTT
Presented as: 255 :
(At 31 December 2018 (R=ZE—NE+=A
and 30 June 2019) =t+—BER-ZT—hF
NA=+8) 41,655
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

20.

Pledge of Assets

20.

The following assets were pledged to secure

certain banking and other facilities (including

properties, plant and equipment under a finance

lease) granted to the Group at the end of the

reporting period:

BEERM

NTARBERRAEED K

Tﬁ’éé’1’ﬁ2%?§%$%§:l:
RITREMBENER (2R

éTE’]%% B Mz ) -

30June 31 December
2019 2018
—E—-hF —N\F
AA=+HA +=ZA=+—H
RMB’000 RMB'000
ARET T ARBTT
(unaudited) (audited)
(REBER) (g5 %)
Buildings and construction BFEREZEIR

in progress 86,859 68,197
Plant and machinery TR 28 129,813 132,018

Land use right — prepaid lease =+ 3if$f FA#E — Fa 1+
payment MERE 109,058 154,554
Trade receivables B 5 eI 80,000 80,000
Bills receivables eI E i 268,483 353,728
Pledge bank deposits EEARITER 139,873 108,910
Inventories FE 20,000 38,970
834,086 936,377
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

21. Operating Leases 21, REHEE
The Group as lessee AEBERAEEA
At the end of the reporting period, the Group had REHR ~EEHEME
future minimum lease payments under non- RETAHELCEHERNRK
cancellable operating leases in respect of leased HEBESHIEHAT -

properties are as follows:

Six months ended 30 June

BEASA=tTHILEANEAR

2019 2018
—E—hF —T—)\F
RMB’000 RMB'000
ARET T ARBTT
(unaudited) (audited)
(REBER) (5= %)
Within one year —F R 9,256 9,191
On the second to fifth year FE-FEERF(BR
inclusive MEBRIEEN) 20,013 24,054
After five years RAF% 18,621 4,641
47,890 37,886
Operating lease payments represent rentals KEMRENFIENERHME T
payable by the Group for certain of its office MRAEWE ITHRRZEEN
premises and plant and equipment. Leases are He - EENHEFHIRE—
negotiated for a term of one to five years. Rentals ZEhF - HERNETHEWHR
are fixed at the date of signing of lease HHIZETE -
agreements.
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

22. Capital Commitments 22, EREGH
30June 31 December
2019 2018
—2-nE —TNE
AAB=tH +-A=+—H
RMB’000 RMB'000
AR¥TT AREFT
(unaudited) (audited)
(REEZ) (fRER)

Capital expenditure in respect of ~ ¥r¥1% -~ TR &%

acquisition of property, AR R DA K
plant and equipment and HETHEETL
leasehold land contracted BARRERE T
for but not provided in MEBENER
the consolidated financial M
statements 7,002 12,855
23. Related Parties Transactions and 23. BEALIRZRER
Balances
(a) Name and relationship (a) BBEERE
Name Relationship
=18 %

Zhongshan City Zheng Ye Leasing Company Controlled by the controlling
Limited (‘Zheng Ye Leasing") shareholders of the Company
PINHEXHEERLR (EXHEE D) FZN A AR AR AR BRI
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

23. Related Parties Transactions and
Balances (Continued)

23. BEAIRZIRERE)

(b) Related parties transactions (b) BAEALRS
Six months ended 30 June
BEARA=THLAKEA
2019 2018
—E—hF — N\
RMB’000 RMB'000
ARET T ARBTT
(unaudited) (unaudited)
(REER) (REEEZ)
Rental and management MERE R
expenses of the property BIERRY
— Zheng Ye Leasing —F¥HEE(8E
(VAT inclusive) BEF)
(note) (BF=E) 3,572 3,402
Note: B E
Rental deposit of RMB450,000 paid to Zheng Ye ENEXEHREMNARE
Leasing has been included in trade and other 450000 CHERESEHAR
receivables on the Condensed Consolidated —ZT-hAFEXA=+HEHA
Statement of Financial Position at 30 June 2019. FEMBRARFTNES K
H At FE IR IE o
(c) Related parties balances () BAEALLEER
Amount due from a related party, amounts U — & BB A T FUE -
due to directors and amounts due to FEH%$%(I§&F§HE§E
related parties are separately disclosed on THIBE AR E I T
the Condensed Consolidated Statement of /R%Q R FE o

Financial Position.
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For the six months ended 30 June 2019
HE-ZT-NFA=+HIANEAR

23. Related Parties Transactions and
Balances (Continued)
(d) Compensation of key
management

23 @E*iﬁﬁ%&nn 25 /Zm

d) EFEEBASHHMH

The remuneration of directors of the LWTEARRZEEREE
Company and other members of key BIEEHMK BN AR
management during the period were as < -
follows:
Six months ended 30 June
BEARA=THLAKEA
2019 2018
—E—hF —E-N\F
RMB’000 RMB'000
ARET T ARBTT
(unaudited) (unaudited)
(REBER) (REEEZ)
Salaries and other benefits %E@H&Eﬁﬂ%ﬂ 8,118 7412
Retirement benefits scheme  3RKAE T 5T 2 3%
contributions 122 107
8,240 7,519
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Business Review

The Group is principally engaged in the production and
sale of corrugated medium paper products using recycled
waste paper as raw materials, as well as supporting paper-
based packaging products for domestic and foreign well-
known household air conditioners, food seasonings, small
household electronic products and other manufacturers,
including design the comprehensive services such as
printing, logistics and other customer services provide
customers with integrated packaging solutions. The
Group is committed to becoming the leading
environmental friendly paper packaging company in
China.

The Group's products mainly include corrugated medium
paper and paper-based packaging products (including
watermarked cartons, colour printing cartons and
honeycomb paper-based products).

Zhengye International currently has six subsidiaries and
one holding subsidiary in different regions of China to
conduct business and provide quality services to
customers.

The low-weight and high-strength corrugated medium
paper products produced by the Group are favoured by
customers in the market segment with stable quality and
leading service.

The Group's paper-based packaging products have been
deeply cultivated for many years in air-conditioning
packaging, condiment packaging and small household
electronic product packaging. They have been trusted by
many well-known brands at home and abroad, and have
a group of customers who have established stable
relationships for more than ten years.
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For the six months ended 30 June 2019:

The Group achieved operating revenue of
RMB1,188,875,000, a decrease of 15.63% compared
with the same period of last year;

The profit for the period attributable to owners of
the Company was RMB51,382,000, representing an
increase of 1.74% as compared with the same
period last year; and

The basic earnings per share of the Company was
RMB10 cents approximately.

Macro Environment

In the first half of 2019, the impact of Sino-US trade friction
has turned to the actual level, and the substantial impact
has increased significantly. It has been reflected in exports,
industrial transfer, investment, etc. At the same time, with
the slowdown in national economic growth, it slowed
down in consumption growth. As a result, the
consumption structure changed significantly, service
consumption exceeded commodity consumption, and
household consumption showed a step-down. Against the
background of increasing external environmental
uncertainty factors, China adheres to the supply-side
structural reform as the main line and actively responds to
internal and external challenges. The first half of the year
has continued the overall stable development. However,
due to the long-term solution to the structural institutional
conflicts, the economic operation will face further
downward pressure. China also proposes to continue to
maintain the strategic strength and resistance dealing with
the complicated situation. We will pay close attention to
the major changes in the international and domestic
economic situation, increase the resilience of economic
development, and continue to enhance the quality of
economic development in China.
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Products Review

Corrugated medium paper

Since 2019, the downstream of packaging enterprises in
the paper industry have continued to weaken their orders
due to the slowdown in domestic consumption and the
downward trend of exports, which caused the price of
raw paper products has been under pressure. The Group’s
paper-making business continued to strive to expand its
customer base and stabilize product quality during the
period. Intensified research and development of new
products and the introduction of products adapted to
market demand. It achieved the operating turnover of
RMB753,118,000 during the first half of 2019, representing
a decrease of 14.68% compared with the same period of
last year, it was mainly due to the decrease in product
prices approximately 13% over the same period last year.
The gross profit margin in the first half of 2019 was
19.45%, compared with 14.22% in the same period last
year, it rose by 5.23 percentage points, it is mainly due to
the internal implementation of various cost and cost
controls. However, the market price of raw paper has
continued to decline since May 2019 due to market
demand, while the cost of purchasing waste paper has
remained unchanged. It is expected that the competition
for paper-making business will further intensify in the
second half of 2019.

Paper-based packaging products

During the period under review, the Group's paper-based
packaging business was affected by the macro
environment. The downstream customers’ orders
decreased about 5% and the order price dropped around
12%. The Group's paper packaging business achieved
operating turnover of RMB435,757,000 during the period,
a decrease of 17.22% compared with the same period of
last year. The operating income of floating watermark
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cartons, colour printing cartons and honeycomb paper-
based products was RMB274,456,000, RMB67,523,000 and
RMB93,778,000 respectively. (The six months ended June
30, 2018 were RMB328,063,000, RMB81,941,000 and
RMB116,385,000 respectively). The gross profit margin for
the period was 20.17%, represented a decrease of 1.31
percentage points of 21.48% for the same period last year.
The Group relied on its many years of business strength
to stabilize existing customer orders and improve product
quality, and intensified efforts to expand e-commerce
during the period. Customers of paper packaging
products such as consumer goods, food and beverage,
etc, are expected to increase their consumption levels as
the domestic consumption environment improves. This
part of the customer orders will grow, bringing new profit
growth direction to the group.

Financial Review

The Group's revenue for the six months ended 30 June
2019 was approximately RMB1,188,875,000, representing
a decrease of approximately RMB220,255,000 or 15.63%
from RMB1,409,130,000 for the same period in 2018, of
which the turnover of paper-making segment products
decreased to RMB129,623,000 compared with last year.
The turnover of the packaging segment decreased by
RMB90,632,000, it was mainly due to the decline in
product prices during the two major business segments,
both exceeds around 12% during the period. The Group’s
gross profit margin for the six-month period ended 30
June 2019 was 20.86%, compared with 16.93% for the six
months ended June 30 2018, representing an increase of
3.93 percentage points over the same period last year.
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The profit for the period attributable to the owners of the
Company was approximately RMB51,382,000,
representing an increase of RMB879,000, or 1.74%,
compared with RMB50,503,000 for the same period last
year for the six months ended 30 June 2019.

Group’s Profit

For the six months ended 30 June 2019, the Group's profit
before income tax was approximately RMB81,469,000,
representing an increase of RMB11,534,000 or 16.49% as
compared with RMB69,935,000 for the same period last
year.

During the period under review, the financial expenses
were approximately RMB20,825,000, representing a slight
decrease from RMB23,898,000 for the same period last
year, it was mainly due to the financing cost was lower
about 10% compared with the same period last year.

During the period under review, the income tax expense
was approximately RMB16,796,000, representing an
increase of RMB4,215,000 from RMB12,581,000 for the
same period last year. In the first half of 2019, income tax
expense accounted for 20.62% of the Group's revenue
before income tax, a slight increase of 2.61 percentage
points compared with 17.99% in the same period last
year.
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Prospect

In 2019, China’s economy is expected to maintain steady
growth, Sino-US trade negotiations will be restarted, and
the Chinese government will continue to use innovative
ideas and measures to boost the domestic market and
improve the domestic consumption environment,
thereby expanding domestic demand and attracting
investment to achieve the overall goal of steady growth.
From the perspective of the industry, the current national
environmental protection policy is becoming more and
stricter. The domestic waste paper prices of the raw
materials in the packaging raw paper industry are
fluctuating at a high level. The market-oriented
competition faced by the midstream paper industry is
becoming increasingly fierce. The downstream paper
packaging industry is affected by the consumption, and
the industry is booming. Still affected by multiple
uncertainties, the industry has entered a stage of slowing
growth and continuous optimization of the capacity
structure of the stock.

The Group also faces major opportunities and challenges.
In this market structure, it insists on product innovation,
quality innovation and technological innovation as the
driving force for development. On the basis of stabilizing
existing customers and orders, it strives to develop more
high-quality new customers and a richer product line.
More high-quality products to meet the needs of different
customers which continue to play the Group's courage to
reform and innovation, and constantly strengthen the
competitive advantages of the integration of upstream
and downstream industrial chain, enhance the company’s
competitiveness, and lay a solid foundation for
Company’s turning challenges into opportunities.
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The Group will continue to improve internal
management, enhance operational efficiency, increase
the optimization and upgrading of machinery and
equipment and environmental protection facilities,
maintain a reasonable capital structure, maintain ample
cash flow, continuously optimize the talent structure, and
introduce industry high-end talent management
experience and concepts. To enhance the technical
strength, in order to cope with the complex and volatile
market environment, and strive to achieve profitable
growth and create more wealth for shareholders as the
economy stabilizes and continues to improve.

Current Assets, Liquidity, Financial
Resources And Capital Structure

In 30 June 2019, the Group's main sources of funding
were cash generated from operating activities and bank
loans.

AEBMGEBNEANLER =25
BEE - MR HBEREBELIRRR
MERBIET AR - RFFEIER B AR -
REFETHNEERN - TEHECAT &
B SIATTESRAL EIRERHER
2 EERIMESN - NEHEMSE
MMISIRE - DFELBEBR TR
TERFHORTZE TS HER R IE
’ REREEEZHE -

RBEE RBES MRE
RRERERE
R-B-NAEANA=TE  FEEN
BSRREEREEEHRELNL
SRIBITEHK -

30 June 31 December

2019 2018

—E-hEF ZE-N\F

ANB=+RH +t=-—A=+—H

RMB’000 RMB'000

AR®T AREET T

Net assets BEFRE 1,088,052 1,073,379

Bank and cash balances (including  $R717RIE& 4% (B

pledged bank deposits) EIEERITIER) 372,221 367,891

Total borrowings® EErEGEEl 994,438 957,471
Equity attributable to the Owners RAREB AEGRER

of the Company 895,107 893,725

Current ratios TRENHE R 1.07 1.05

Net gearing ratio* FEEABL X 69.51% 65.97%

' As at 30 June 2019, secured bank borrowings include the ' R-ZZE—HhERNA=1+H @R

discounting of bills receivables from external trade
customers amounting to RMB268,483,000 (31 December
2018: RMB353,728,000).
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* The net gearing ratio is calculated as net borrowings
divided by equity attributable to the Owners of the
Company, in which the net borrowings are calculated as
total borrowings less bank and cash balances.

Cash flow

As at 30 June 2019, the net amount of the Group's cash
flow was RMB232,348,000. The amount arising from
operating activity was RMB60,054,000, while the cash
outflows of investing and financing activities recorded
RMB45,383,000 and RMB41,304,000 during the period
under review respectively.

The net amount of the cash outflow generated from
investing activities for the purchase of property, plant and
equipment in amount of RMB23,353,000.

Capital Expenditure, Commitments and
Contingent Liabilities

Capital expenditures

For the six months ended 30 June 2019, the Group's
capital expenditure was approximately RMB25,386,000,
which was as follows:

* FEEBEL R TDREFOFER A
ARBHEE NEEERE - AP
fERFRRERETERERITRR

SHAEETH
Heme
RZZE—NFNA= +E| $§|§Iﬁ

SR A AR 2323480007T © 48 &
ERHEAMBRERESARE
60,054,000 7T ﬁﬁ%&ﬁ?fi&ﬁiﬁiﬁ&ﬂ
BEBDASBHREEREAARE
45,383,000 7T & A & #5 41,304,000 7T ©

RERSANRSFRIZR/BA
mE- - BERRHB REAARE
23,353,000 7T ©

EXRx - AERBREE

EAREX
HE-_ZT-AFA=t+AHIEA -
AREFBEAMBRIOBARE
25386,0007C * AR A RIAT

Percentage of

capital

RMB’000 expenditure

IEEARAX

AR¥T R B

Paper-making projects ERIER 18,138 71.45%
Packaging projects BEIER 7,248 28.55%
Total &&t 25,386 100.00%
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Capital commitments
As at 30 June 2019, the Group had the following capital
commitments:

B
RZZB-AFRA=+THE AEEZ
BAAGEWT

30June 31 December
2019 2018
—EB—hE —T—)\F
AA=+RA +ZA=+—H
RMB’000 RMB'000
AR¥TR AREFIT
Capital expenditure in respect of M - TRMER
acquisition of property, plant and U B LA R A& 14
equipment and leasehold land EEEEE NS
contracted for but not provided IRk B AR
in the consolidated financial BERFE
statements 7,002 12,855
Contingent liabilities RAREE

The Group had no significant contingent liabilities or
litigation or arbitration of material importance as at 30
June 2019.

Foreign currency exposure

The Group collects most of its revenue and incurs most of
the expenditures in RMB. Although the Group undertakes
certain transactions denominated in foreign currencies,
mainly the currency of United States and the currency of
Hong Kong, the exposures to exchange rate fluctuations
is minimal. The Group currently does not have a foreign
currency hedging policy. The Directors, however, will
monitor foreign exchange rate closely and consider
entering into foreign currency hedging arrangement
should the need arise.
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Human Resources Management
The Group had 2,822 employees as at 30 June 2019 (as at

ANEIR
RZZE—NFRA=1TH XEBEE

30 June 2018: 2,991 employees), in which approximately — 282 &K BT (R-_ZT—N\EXA=+
425 were engineers and technical staff or employees with H:291%EL) EFH4255%8 5T
higher education backgrounds. The table below shows I2EIREMAE S EESEHE LS
the number of employees of the Group by function as at WES - TRHEIIN_ZT—NFRA
30 June 2019: =tHASEREEE S NESHA
Percentage of
Number of  total Number
Function employees of employees
HESEEMN
Hiae EEHE B
Management and Administration BB RATIR 395 14.00%
Sales and Marketing SHE R EH 73 2.59%
Research and Development in R R K THE
Technology and Engineering 330 11.69%
Production and Quality Control A E B 2 2,024 71.72%
Total ast 2,822 100.00%
Our remuneration is determined by reference to the REEBNEHFWNSEHILXE2AANETHN
employees’ experience, qualification and overall market 4 Es [% & & B EL F R M i  JE4L £

situation, while the bonus is related to the financial
performance of the Group and the individual
performance. The Group also undertakes to provide
proper trainings and sustainable professional
development opportunities for the employees if needed.

The Company has also adopted a share option scheme (the
"Share Option Scheme ") and share award scheme (the
“Share Award Scheme ") with a primary purpose of
motivating our employees and other eligible persons
entitled under the Share Option Scheme and the Share
Award Scheme to optimize their contributions to the Group
and to reward them for their contribution to the Group.
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Directors’ and Chief Executives’ Interests
in the Securities of the Company or its

Associated Corporations

As at 30 June 2019, the interests and short positions of
the directors and chief executive(s) of the Company in the
shares, underlying shares and debentures of the
Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance (the “SFOQ")) as recorded in the register kept by
the Company pursuant to section 352 of the SFO or as
otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed issuers contained in

i
BEREBITHABRAR B SKEAEM
RECEE (FE BCGESF LEEE)
([BHERBEMHEBG ) EXVED)BRRD -

AERND REFEFREENER AR
i 7EAR IR 78 75 I BRI G 16401 28 352 1R A0 8%
RADRFEEERMA  HARE
ETRBIFEM ET BT AEFRLT
BHERHHIEETFRE T NS AAA
REBBEXZERAR ([HRA])

EERFETHRAEREALT
FHABEZENESHHNER

Z-NFRA=TH  ARAE

the Listing Rules were as follows: E NN
Approximate
Name of Group member/ Capacity/ Number and class of percentage of
Name of Directors associated corporation Nature of interest securities (Note 1) shareholding
rEERBAR/ RERL
g HREEER 513/ BENE EHHARER (K1) BAt
Mr.Hu Zheng The Company Interest of controlled 191,250,000 ordinary shares of 3825%
corporation (Note 2) HKS0.10 each
MHELE YN R EER 191,250 000 R F R A
(GE) 0108 LA E R
Gorgeous Rich Development Beneficial owner 1 ordinary share of 100%

Limited ("Gorgeous Rich’)
Gorgeous Rich Development
Limited ([ Gorgeous Rich |)
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Approximate
Name of Group member/ Capacity/ Number and class of percentage of
Name of Directors  associated corporation Nature of interest securities (Note 1) shareholding
rEEREAT/ BRERL
BE=p HELEER g/ ERtE #5UAERER (H3E1) BAL
Mr. Hu Hancheng The Company Interest of controlled 93,750,000 ordinary shares of 18.75%
corporation (Note 3) HKS0.10 each
HEREE YN Rt E RS 93,750000 R SRR E (&
(M5E3) 0.10BTHEBR
Golden Century Assets Limited ~ Beneficial owner 1 ordinary share of US$1.00 100%
('Golden Century’)
Golden Century Assets Limited ~ E#HH A 1REE 100 E AL RR
([ Golden Century )
Mr. Hu Hanchao The Company Interest of controlled 75,000,000 ordinary shares of 15%
corporation (Note 4) HKS0.10 each
HESLE LN R EERS 75,000,000 i BREE E
(BizE4) 0I0BTHEBR
Leading Innovation Worldwide  Beneficial owner 1 ordinary share of US$1.00 100%
Corporation
('Leading Innovation’)
Leading Innovation Worldwide ~ E#HA A 1 REEI0ETHLER 100%
Corporation
([Leading Innovation |)
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Notes:

1. All the interests stated above represent long positions.
The percentage shown was the number of shares the
relevant directors or chief executive was interested in
expressed as a percentage of the number of issued shares
as at 30 June 2019.

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

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

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

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

Save as disclosed above and in the paragraph headed
“Share Option Scheme” below, no other interest or short
position in the shares, underlying shares or debentures of
the Company or any of its associated corporations were
recorded in the register required to be kept by the
Company under Section 352 of the SFO.
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Substantial shareholders’ interests in the
securities of the Company

As at 30 June 2019, so far as are known to any directors or
chief executive(s) of the Company, the following parties
(other than directors or chief executive(s) of the
Company) were recorded in the register kept by the
Company under section 336 of the SFO, or as otherwise
notified to the Company, as being directly or indirectly
interested or deemed to be interested in 5% or more of
the issued share capital of the Company.

FERRRAEQFAEFZNER

R-ZZE—AFNA=+H" shI@=E
BHARNBEBITBRAERA - 775
AT GEEERARREETRAS)
EIREEH M B GHE 336 1R8N
KARMGFEZLMA - SIEEME
A e AR R E kB EEA S
RBHAANE B EITRA %A E
B A o

Number and class of Approximate
Capacity/ shares held in the Company shareholding
Name of Shareholder Nature of interest percentage (Note 1) percentage
=SNG RERL
RRER B/ REME A RER (M) BOL
Gorgeous Rich (Note 2) Beneficial owner 191,250,000 ordinary shares of 38.25%
HK$0.10 each
Gorgeous Rich (3 2) EnlEBA 191,250,000 [ F R E(E 38.25%
0108 TTH) & B
Ms. Li Lifen (Note 2) Interest of spouse 191,250,000 ordinary shares of 38.25%
HK$0.10 each
TR (MH:E2) [T o 191,250,000 B AR E {8 38.25%
010 TTH) & B
Golden Century (Note 3) Beneficial owner 93,750,000 ordinary shares of 18.75%
HK$0.10 each
Golden Century (i 3) EnlEBA 93,750,000 ik G AR EI B 18.75%
0108 TTH) & B
Ms. Li Siyuan (Note 3) Interest of spouse 93,750,000 ordinary shares of 18.75%
HK$0.10 each
FRE(M3E3) [T o 93,750,000 IR G AR EI (B 18.75%
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Number and class of Approximate
Capacity/ shares held in the Company shareholding
Name of Shareholder Nature of interest percentage (Note 1) percentage
P A2 R R A RAERL
BRRER 51 EEHE SR RER (aE1) Aok
Leading Innovation Beneficial owner 75,000,000 ordinary shares of 15.00%
(Note 4) HK$0.10 each
Leading Innovation (KT5E4) EnlEAA 75,000,000 % & A& I (B 15.00%
01078 TTH) & B
Ms. He Lijuan (Note 4) Interest of spouse 75,000,000 ordinary shares of 15.00%
HK$0.10 each
B L+ (M5t 4) [ 75,000,000 R G AR EI (B 15.00%
01078 TTH) & B
RAYS Capital Partners Investment manager/ 49,718,000 ordinary shares of 9.94%
Limited (Note 5) Beneficial owner/ HK$0.10 each
Interest of controlled
corporation
RAYS Capital Partners Limited REEE/ 49,718,000 [ 2 E{E 9.94%
(Fff3Es) ERBEEN/ 0108 TTH) TRk
REHEERER
Mr. Ruan David Ching-chi Interest of controlled 49,718,000 ordinary shares of 9.94%
(Note 6) corporation HK$0.10 each
Ruan David Ching-chi % 4 AR R 49,718,000 &R EE 9.94%
iEE9) 0108 TTH TRk
Asian Equity Special Opportunities  Beneficial owner 46,516,000 ordinary shares of 9.30%
Portfolio Master Fund Limited HK$0.10 each
(Note 5)
Asian Equity Special Opportunities B #A A 46,516,000 fx F IR F{E 930%
Portfolio Master Fund Limited 0.10/8 TTH) & iBAR

(H3ES)
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Notes:

1. All the interests stated above represent long positions.
The percentage shown was the number of shares in the
Company that the relevant director of chief executive was
interested in expressed as a percentage of the number of
issued shares in the Company as at 30 June 2019.

2. Gorgeous Rich is wholly-owned by Mr. Hu Zheng. By
virtue of the SFO, Mr. Hu Zheng was deemed to be
interested in the shares held by Gorgeous Rich. Ms. Li
Lifen is the spouse of Mr. Hu Zheng. Under the SFO, Ms. Li
Lifen was taken to be interested in the same number of
shares in which Mr. Hu Zheng was interested.

3. Golden Century is wholly-owned by Mr. Hu Hancheng. By
virtue of the SFO, Mr. Hu Hancheng was deemed to be
interested in the shares held by Golden Century. Ms. Li Si
Yuan is the spouse of Mr. Hu Hancheng. Under the SFO,
Ms. Li Si Yuan was taken to be interested in the same
number of shares in which Mr. Hu Hancheng was
interested.

4. Leading Innovation is wholly-owned by Mr. Hu Hanchao.
By virtue of the SFO, Mr. Hu Hanchao was deemed to be
interested in the shares held by Leading Innovation. Ms.
He Lijuan is the spouse of Mr. Hu Hanchao. Under the
SFO, Ms. He Lijuan was taken to be interested in the same
number of shares in which Mr. Hu Hanchao was
interested.

5. Asian Equity Special Opportunities Portfolio Master Fund
Limited ("Asian Equity") is wholly-owned by RAYS Capital
Partners Limited. Therefore, RAYS Capital Partners Limited
is deemed to be interested in all the Shares held by Asian
Equity.

6. The shares in RAYS Capital Partners Limited is held by
Ruan David Ching-chi. Therefore, he is deemed interested
in all the Shares held by RAYS Capital Partners Limited.

Save as disclosed above, no other interest or short
position in the shares or underlying shares in the
Company were recorded in the Register.
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5. Asian Equity Special Opportunities
Portfolio Master Fund Limited ([ Asian
Equity]) FRAYS Capital Partners
Limited 2 & 48 ° EIIt * RAYS Capital
Partners Limited #% 7% # & Asian Equity
FrEsAR D #) 2 P A 2m o

6. Ruan David Ching-chi %t 4 +5 5 RAYS
Capital Partners Limited B% 15 ° & I, -
% % 18 A ¥ B RAYS Capital Partners
Limited FTHFAR 17 &) 2 B #E 25 ©
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Share Option Scheme

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

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

The total number of share which may be issued upon
exercise of all options to be granted under the Share
Option Scheme shall not in aggregate exceed 10% of the
share in issue as at the date of listing, unless shareholders
approved has been obtained, and which must not in
aggregate exceed 30% of the share of the company in
issue from time to time. The total number of share issued
and to be issued upon the exercise of the options granted
to or to be granted to each participate under the Share
Option Scheme in any 12-month period shall not exceed
1% of the share of the Company in issue.
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The exercise price for the shares under the Share Option
Scheme shall be such price as the Board may in its
absolute discretion determine at the time of grant of the
option but the subscription price shall not be less than
the highest of the closing price of the Company’s shares
as stated in the Stock Exchange’s daily quotation sheets
on the date of the Board approving the grant of an
option, which must be a business day ("Offer Date"); the
average closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the Offer Date; and
the nominal value of the Company’s shares. A nominal
consideration of HK$1 is payable on acceptance of the
grant of an option.

An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period
to be determined and notified by the Directors to each
grantee, which period may commence from the date of
the offer for the grant of options is made, but shall end in
any event not later than 10 years from the date of grant of
the option subject to the provisions for early termination
thereof. Unless otherwise determined by the Directors
and stated in the offer for the grant of options to a
grantee, there is no minimum period required under the
Share Option Scheme for the holding of an option before
it can be exercised.

83

RIBEEST B WO WITERERS
EFEeRNEHBRERT2EBER
ERER  ERABEISLRATH
EedE REFSHARLBRER
HBAREER(RERM]) &
R AR B X P A IRE R AT
W B RERRH AR RES %
B ARRROEBZAEARER
FRERey T E - U RA R RN
MVTEE o AR A IR 2 B B
S TETZ REARIE -

R AT AR IR RS AR S B 2 (R E
BRTE RAEF AR A Z B ABER
T - AR B 2R L BRES
HFA  BREAER T IRERE
HEE MRS BRI 10F &R - HRE
SRAKIEZEBRERT - BIE
EESTREREMARARZRL
BREZORKRS  TRIBARETE
WEREETENMBREEREZ
RAEHIR

Zhengye International Holdings Company Limited

EXBIFERER AR



Corporate Governance and Other Information

TERERALEMER

Share Award Scheme

The Company operates a share award scheme (the
“Share Award Scheme”), which was adopted on 23 April
2019 (the “Adoption Date"). Unless otherwise cancelled
or amended, the Share Award Scheme will remain in
force for 10 years from the Adoption Date.

The Board may, from time to time and at its sole
discretion, select any eligible person to participate in the
Share Award Scheme and determine the number of
Shares to be awarded and the terms and conditions of
the awards. Awards shall be satisfied by Shares acquired
in the market at the prevailing market price and no new
Shares will be allotted and issued under the Share Award
Scheme. The trustee of the Share Award Scheme (the
“Trustee’) shall hold the awarded shares on trust for the
award holders until the awarded Shares are vested in the
relevant award holders according to the Share Award
Scheme rules. Upon vesting, the Trustee shall either
transfer the vested awarded Shares at no cost to such
award holders or sell the vested awarded Shares at the
then prevailing market price by way of market order and
remit the net proceeds to the award holders in
accordance with the direction given by such award
holders.

The Trustee had purchased an aggregate of 4,214,000
Shares on the market during the period to hold on trust
for the selected participants pursuant to the terms and
conditions of the rules of the Share Award Scheme and
the trust deed.

The Board had granted 4,214,000 Awarded Shares to 101
selected participants during the period. Please refer to the
Company’s announcement dated 26 June 2019 for
details.
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The Board will constantly review and determine at its
absolute discretion such number of Awarded Shares to
be awarded to the selected persons under the Share
Award Plan with such vesting conditions as the Board
may deem appropriate

Model Code for Securities Transactions
by Directors

The Company has adopted the code of conduct
regarding securities transactions by directors as set out in
the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code") contained in Appendix
10 to the Listing Rules. All the Directors of the Company
have confirmed that they have complied with the
required standards as set out in the Model Code
throughout the period under review.

Purchase, Sale or Redemption of
Securities

Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed the Company’s listed
securities, except that the trustee of the Share Award
Scheme purchased on the Stock Exchange a total of
4,214,000 shares of the Company at a total consideration
of about HK$5,791,000 pursuant to the terms of the rules
and trust deed of the Share Award Scheme during the
period under review.

Corporate Governance

The Company had adopted and complied with the code
provisions (the “Code Provisions”) of the Corporate
Governance Code (the “CG Code") as set out in Appendix
14 to the Listing Rules and certain recommended best
practices set out in the CG Code throughout the period
under review.
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Updates on Directors’ Information

At the annual general meeting (“AGM") of the Company
held on 31 May 2019, ordinary resolutions were passed to
appointment Mr. Chen Riyue as non-executive Director;
and Mr. Liew Fui Kiang and Mr. Shin Yick Fabian as
independent non-executive Directors. Please refer to
Appendix Il to the Company'’s circulars dated 26 April
2019 for the biographies of the above Directors
appointed at the AGM.

Save for those disclosed above, there is no other
information in respect of the Directors required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

Audit Committee

The Company established the Audit Committee with
written terms of reference in compliance with the CG
Code as set out in Appendix 14 to the Listing Rules. The
primary duties of the Audit Committee are to make
recommendation to the Board on the appointment of the
external auditors, review and supervise the financial
reporting process and the internal control procedures of
our Group. The Audit Committee consists of three
independent non-executive Directors, namely Mr. Chung
Kwok Mo John, Mr. Liew Fui Kiang and Mr. Shin Yick
Fabian. Mr. Chung Kwok Mo John is the chairman of the
Audit Committee.
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Risk Management Committee

The Company established the Risk Management
Committee with written terms of reference. The primary
duties of the Risk Management Committee are to assist
the Board on deciding the risk level and risk appetite of
the Group and considering the Group’s risk management
strategies. The Risk Management Committee has eight
members, including four directors namely Mr. Liew Fui
Kiang, Mr. Chung Kwok Mo John, Mr. Shin Yick Fabian and
Mr. Hu Zheng; and four senior managements, namely Ms.
Chen Wei, Ms. Hou Lusi, Ms. Cai Yan and Mr. Ye Ningfei.
Mr. Liew Fui Kiang is the chairman of the Risk
Management Committee.

Remuneration Committee

The Company established the Remuneration Committee
with written terms of reference. The primary duties of the
Remuneration Committee are to make recommendations
to the Board on the remuneration of our Directors and
senior management and determine on behalf of the
Board specific remuneration packages and conditions of
employment for the Directors and senior management.
The Remuneration Committee has four members, namely
Mr. Chung Kwok Mo John, Mr. Liew Fui Kiang, Mr. Shin
Yick Fabian and Mr. Hu Zheng. Mr. Shin Yick Fabian is the
chairman of the Remuneration Committee.
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Nomination Committee

The Company established the Nomination Committee
with written terms of reference. The primary duty of
Nomination Committee is to make recommendation to
the Board regarding candidates to fill vacancies on the
Board and senior management. The Nomination
Committee consists of four members, namely Mr. Chung
Kwok Mo John, Mr. Liew Fui Kiang, Mr. Shin Yick Fabian
and Mr. Hu Zheng. Mr. Hu Zheng is the chairman of the
Nomination Committee.

Audit Committee Review

The condensed consolidated financial statements of the
Group for the six months ended 30 June 2019 have not
been audited but have been reviewed by the audit
committee of the Company (comprised all the
independent non-executive directors of the Company).

Events After the Reporting Period

As at the date of approval of this interim condensed
financial information, the Group has no event after the
reporting period that need to be disclosed.
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