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Financial Highlights
MG E

For the period ended 30 June
BEAA=THLEHH

2020 2019

—EC-EE —NF

RMB’000 RMB'000

ARBFR AREFT

Revenue N 982,522 1,188,875

EBITDA BB E R iH A A A 85,335 143,951
Profit attributable to the RREER AR

Owner of the Company FE(R RTINS 4A 58

for the period 8,743 51,382
Return on Equity attributable A2 B1HA A iR
to the Owners of the JE(G RE RS B R R

Company for the period 0.94% 5.74%

EBITDA
el Revenue YA " BIRWERBHEAZRT

2020 2019 2018

Profit attributable to the Owner
of the Company

RMB000 2%
TR ROAEEABMAGRENREE %o
60,000 800

51382 50,503
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2020 2019 2018

Return on Equity attributable to the Owners

of the Company
ARTREABEEEREERE
574 5.67
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

AR & B S E 2 E U

For the six months ended 30 June 2020

A4

m

HE_Z-_ZTFA=1HI1EEA
Six months ended 30 June
BEASA=THLEREAR
2020 2019
—EEHF —E-NEF
NOTES RMB’000 RMB‘000
M5 ARET T ARETIT
(unaudited) (unaudited)
(REEEZR) (REE=EZ)
Revenue WA 3 982,522 1,188,875
Cost of sales SHERA (842,424) (940,920)
Gross profit EF| 140,098 247,955
Other income =N 4 14,893 4,001
Other gains and losses Hib = REE 5 (1,490) 979)
Distribution and selling DHNMIHE R R
expenses (32,465) (35,822)
Administrative expenses TEEX (60,018) (68,537)
Finance costs &R R 6 (20,307) (20,825)
Research and development — #ff27 i
expenses (30,133) (44,324)
Profit before tax R F5 Bl ES A 7 10,578 81,469
Income tax expense B8 Fi 5 2 8 (3,058) (16,796)
Profit and total B A & 2
comprehensive Income gtk
for the period 7,520 64,673
PROFIT AND TOTAL EABEE A
COMPREHENSIVE FE 4 BA R s A
INCOME FOR THE PERIOD R ZMEW#H
ATTRIBUTABLE TO: g
Owners of the Company ViN/NEIEZ PN 8,743 51,382
Non-controlling interests JEIE AR RE S (1,223) 13,291
7,520 64,673
EARNINGS PER SHARE BREF
Basic (RMB) ER(ARE) 10 0.02 0.10
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Condensed Consolidated Statement of Financial Position

B ARAR & B iR
At 30 June 2020
RZZE_FTFA=1H

30 June 31 December
2020 2019
—EC-EF —hE
~NB=+H +=—A=+—H
NOTES RMB’000 RMB'000
BfaE AR¥T T AREFTT
(unaudited) (audited)
(REER) (EEZ)
Non-current Assets kRBEE
Property, plant and W% - W=
equipment Rkt 12 1,031,899 892,291
Right-of-use-assets FREEE 208,925 216,194
Other intangible assets Hinfm &= 13 - -
Deferred tax assets ERER IR & 2= 19 7,624 6,475
Deposits for acquisition of — UxBEFT B A Al
a subsidiary e - 5,000
Deposits paid for acquisition BEE¥ZE - H&E
of property, plant and EEERE
equipment 15,465 6,785
1,263,913 1,126,745
Current Assets REBEE
Inventories FE 149,397 137,275
Trade and other receivables 2 5 & E
N R IR 14 722,205 771,974
Contract assets AHEE 12,219 16,957
Tax recoverable Al B IR 959 607
Pledged bank deposits BEHEBRITFR 156,530 139,904
Bank balances and cash IRITEBEIRE 15 144,534 231,089
1,185,844 1,297,806

Zhengye International Holdings Company Limited Interim Report 2020
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Condensed Consolidated Statement of Financial Position

EIRAER e B

At 30 June 2020
RZE_ZTFA=1+H

30 June 31 December
2020 2019
—E-EF —hE
ANA=+tH TZA=+—H
NOTES RMB’000 RMB'000
BfaE AR¥T T AREFTT
(unaudited) (audited)
(REER) (EEZ)
Current Liabilities RENEE
Trade and other payables & 5 K& H it
FERTFRIR 16 285,540 307,580
Tax liabilities MIEBE 5,324 6,452
Bank borrowings RITIEK 18 775,879 777,488
Other borrowings HipEx 18 72,214 39,105
Lease liabilities HEEE 15,121 17,277
Contract liabilities EHAE 3,771 2,215
Amounts due to directors  fEfIEEHKIE 17 419 354
1,158,268 1,150,471
Net Current Assets REBEERE 27,576 147,335
Total Assets Less EEHAER
Current Liabilities REBEE 1,291,489 1,274,080
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Condensed Consolidated Statement of Financial Position

EIRAER e B

At 30 June 2020
RZE_ZTFA=1+H

30 June 31 December
2020 2019
—E-EF —N&F
ANA=+H +=—A=+—H
NOTES RMB'000 RMB'000
M AR¥T ARET T
(unaudited) (audited)
(REEEZ) (&%)
Capital and Reserves EAXR#E
Share capital fi& 7 20 41,655 41,655
Reserves R 892,997 884,254
Equity attributable to owners KA & #A A
of the Company FE(GRERS 934,652 925,909
Non-controlling interests FEE R 2 214,786 198,498
Total Equity fERBEH 1,149,438 1,124,407
Non-current Liabilities FRBERS
Deferred tax liabilities RERIEE & 19 4,574 5,629
Bank borrowings IRITERK 18 23,411 33,250
Other borrowings HipEx 18 41,202 23,469
Lease liabilities HEAE 33,579 48,407
Deferred income B A 39,285 38,918
142,051 149,673
1,291,489 1,274,080

Zhengye International Holdings Company Limited
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Condensed Consolidated Statement of Changes in Equity
ﬁ Hﬂ/\\/ /\Tg)/\ﬁz@]%%

For the six months ended 30 June 2020
HEZZT-TFA=1THIE@ER

Attributable of owners of the Company

LN LI, 1
Non-
Share Share  Statutory Other  Retained controlling
capital  premium  reserves  reserves  earnings  Subtotal interest Total

B RGEE EERE  AMEE  8RER U #it
RMB'OO0  RMBOO0 ~ RWMB'000  RMB'000  RMBOO0  RMB'000  RMB'0OO0  RMB'000
ARETT ARETR ARETR ARETR ARETR ARETR ARBTR ARETR

At1Janvary 2019 (udited) ~ R=E-h%E-A-A
(&5%) 465 D98 19480 (2339 63010 8375 19654 1073309

Profit and total comprehensive  SifEiEHI R 2E W
income for the period ik - - - - 51,382 51,382 13291 64,673
Dividend paid BitfkE - - - - (0000 (50000) - (50000)

At30June 2019 (unaudited)  R=E-hERA=TA
(RE2%) 41,655 9968 129481 (23389 654392 85107 192945 1088052

At1January 00 (audited) ~ A=F-FF-A-8

(B2%) 41,655 92,968 135174 (23,389) 679,501 925,909 198,498 1,124,407
Acquisiton of asubsidiay KB BAT - - - - - - WM 43N
Capital injection by HERARFEER
non-controlling shareholder &4
of a subsidlary - - - - - - 3,200 3,200
Profit and total comprehensive BB FI R 2 Az
income for the period &g - - - - 8,743 8,743 (1,223) 152

At30June 2020 (wnaudited)  R=E-FFRA=FH
(REB%EH) 41,655 92,968 135,174 (23389) 688,244 934,652 214786 1,149,438

Interim Report 2020 Zhengye International Holdings Company Limited
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Condensed Consolidated Statement of Cash Flows
BAGEREERER

For the six months ended 30 June 2020
HEZZT-TFA=1THIE@ER

Six months ended 30 June
BZEASA=1THILAREA

2020 2019
—B-EF —ENEF
RMB’000 RMB’000
ARBT T ARETFT
(unaudited) (unaudited)
(REER) (R EZ)
OPERATING ACTIVITIES FE—F S
Profit before tax A& 10,578 81,469
Adjustments for: BA TS IE(EH A
Finance costs BE KA 20,307 20,825
Interest income FBUA (2,720) (2,161)
Depreciation of property, M - TS
plant and equipment e 44,042 39,096
Depreciation of right-of-use FREEENE
assets 10,408 2,360
Impairment gain recognized REH
on trade and other ﬁﬁﬁmﬁz,
receivables AN = 40 (10)
Amortisation of other Hih gy
intangible assets - 201
Gain (loss) on disposal of HEWE  THE
property, plant and F A WS (E518)
equipment (275) 211)
Exchange gain on borrowings &3k A K [E X,
equipment Wz 204 -
Amortisation of government EHAFERBEEZ
grant relating to non- TR 47 B 6
current assets (1,633) (1,533)
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Condensed Consolidated Statement of Cash Flows

SRRAT SIS

N—l
NILEE

For the six months ended 30 June 2020
HEZZT-TFA=1THIE@ER

Six months ended 30 June
BZEASA=1THILAREA

2020 2019
—ECEF —T-NF
RMB’000 RMB'000
AR¥ET T AREFTT
(unaudited) (unaudited)
(REHEX) (REER)
Operating cash flows before RIS
movements in working capital IR&RE 80,951 140,036
Decrease in inventories FERL 8,023 26,725
Decrease in trade and other B 5 N H b e Y s
receivables NS 57,205 115,948
Decrease in borrowings ERB AR EW R
relating to discounted ATV
bills receivables (92,690) =
Increase in right-of-use assets ~ {&£ FI#&E & EE N - (38,519)
Increase in lease liabilities HEA G - 41,071
Decrease in contract assets ASNEBERD 4,738 782
Decrease in trade and B 5 R HARERFRIA
other payables R (98,269) (200,689)
Increase (decrease) in contract & 4B EIEHNGRLA)
liabilities 1,556 (446)
Increase (decrease) in amounts  JE{ & E k18
due to directors =90 Om4>) 65 (1,700)
Cash (used in) generated from AR 5% (FTH)
operations ERE (38,421) 83,208
Income tax paid EATFTEH (5,939) (23,154)
NET CASH (USED IN) FROM  && 23 (FiF)
OPERATING ACTIVITIES FEREFHE (44,360) 60,054
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Condensed Consolidated Statement of Cash Flows

BSR4 S IR S

£

For the six months ended 30 June 2020
HEZZT-TFA=1THIE@ER

Six months ended 30 June
BZEASA=1THILAREA

2020 2019
—ETERF —ZENF
RMB’000 RMB’000
ARBT T ARETFT
(unaudited) (unaudited)
(REER) (R EZ)
INVESTING ACTIVITIES BREX®
Interest received BUFLE 2,669 2,161
Proceeds from disposals of HEWEDSE - THK
property, plant and KBTS 5RIE
equipment 1,085 6,133
Purchase of property, BEWE ITHKE
plant and equipment B (72,103) (23,353)
Deposits paid for acquisition BEMHE  THXE
of property, plant and Biitien
equipment (15,465) (8,375)
Refund deposit for acquisition 3R [E] U EE 1B A &)
of a subsidiary b 5,000 =
Acquisition of a subsidiary W BE B B A &) (17,011) -
Placement of pledged bank TFABEPIRITFR
deposits (176,419) (141,789)
Withdrawal of pledged bank  $2ERE HEIFRITIER
deposits 159,792 110,826
Receipt of government grant  WENE BFERENE =
relating to non-current assets 2 R 8L 2,000 9,014
NET CASH USED IN REXBEMARE
INVESTING ACTIVITIES FE (110,452) (45,383)

Zhengye International Holdings Company Limited Interim Report 2020
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Condensed Consolidated Statement of Cash Flows
BT SRS RE
For the six months ended 30 June 2020

HE-ZT

—TFERNA=THIERER

Six months ended 30 June
BZEASA=1THILAREA

2020 2019
—EDERF —ZENF
RMB’000 RMB’000
ARBT T ARBTFT
(unaudited) (unaudited)
(REER) (REEZ)
FINANCING ACTIVITIES BE
Interest paid BAFLE (20,307) (20,825)
Dividend paid BRI E - (50,000)
Repayments of lease liabilities (EEHEE & (12,316) (7,446)
New bank and other FTESERIT R EAM
borrowings raised B 368,278 291,748
Repayment of bank and BB IRTT R A A fE K
other borrowings (267,398) (254,781)
NET CASH FROM (USED IN) @E( 5 (FrHA)
FINANCING ACTIVITIES R&FE 68,257 (41,304)
NET (DECREASE) INCREASE HE&RBEEZEY
IN CASH AND CASH #nOm4) B
EQUIVALENTS (86,555) (26,633)
CASH AND CASH R—A—HHRER
EQUIVALENTS ReZEY
AT 1 JANUARY 231,089 258,981
CASH AND CASH RAA=+HEWES
EQUIVALENTS AT 30 JUNE RIEEZEY 144,534 232,348
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Notes to Condensed Consolidated Financial Statements

BEE

AR a B ERR Mot

For the six months ended 30 June 2020

HE—

ZBERA=THIEREAR

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 2020 are the same as those followed
in the preparation of the Group's annual
financial statements for the year ended 31
December 2019.

Zhengye International Holdings Company Limited
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Notes to Condensed Consolidated Financial Statements

BEE

AR a B ERR Mot

For the six months ended 30 June 2020

HE—

ZBERA=THIEREAR

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:

Amendments to Definition of
HKAS 1 and HKAS 8 Material
Amendments to Definition of
HKFRS 3 Business

Amendments to Interest Rate
HKFRS 9 HKAS 39

and HKFRS 7

Benchmark
Reform

Except as described below, the application
of the Amendments to References to the
Conceptual Framework in HKFRS
Standards and the amendments to HKFRSs
in the current period has had no material
impact on the Group's financial positions
and performance for the current and prior
periods and/or on the disclosures set out
in these condensed consolidated financial
statements.

Interim Report 2020
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Notes to Condensed Consolidated Financial Statements

RARE B S ek M T
For the six months ended 30 June 2020
HE_Z-_ZTFA=1HIE@EA

i AH

2.

Zhengye International Holdings Company Limited

Principal Accounting Policies
(Continued)

2.1

Impacts of application on
Amendments to HKAS 1 and
HKAS 8 “Definition of
Material”

The amendments provide a new
definition of material that states
“information is material if omitting,
misstating or obscuring it could
reasonably be expected to influence
decisions that the primary users of
general purpose financial statements
make on the basis of those financial
statements, which provide financial
information about a specific
reporting entity.”

The amendments also clarify that
materiality depends on the nature or
magnitude of information, either
individually or in combination with
other information, in the context of
the financial statements taken as a
whole.

The application of the amendments
in the current period had no impact
on the condensed consolidated
financial statements. Changes in
presentation and disclosures on the
application of the amendments, if
any, will be reflected on the
consolidated financial statements for
the year ending 31 December 2020.

EXRFERARAT
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Notes to Condensed Consolidated Financial Statements
EE
B4R & B i e R B 5
For the six months ended 30 June 2020
BE—_ZE_TFA=1THI;NAA

i AH

2.

Principal
(Continued)

Accounting Policies

2.2 Impacts of application on

Ame

ndments to HKFRS 3

"Definition of Business”

2.2.1

Accounting policies
Business combinations or
asset acquisitions

Optional concentration test
Effective from 1 January 2020,
the Group can elect to apply
an optional concentration test,
on a transaction-by-transaction
basis, that permits a simplified
assessment of whether an
acquired set of activities and
assets is not a business. The
concentration test is met if
substantially all of the fair
value of the gross assets
acquired is concentrated in a
single identifiable asset or
group of similar identifiable
assets. The gross assets under
assessment exclude cash and
cash equivalents, deferred tax
assets, and goodwill resulting
from the effects of deferred
tax liabilities. If the
concentration test is met, the
set of activities and assets is
determined not to be a
business and no further
assessment is needed.

Interim Report 2020
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Notes to Condensed Consolidated Financial Statements
I RR4R & BT IS RR M 7E

For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

2. Principal Accounting Policies 2. FESHBE®W)

(Continued)

2.2 Impacts of application on 22 EREBMBRSE
Amendments to HKFRS 3 B3 (BFTA) F%
“Definition of Business” BHNER|I2EE
(Continued) SRR
2.2.2 Transition and summary of 222 BERFEZHE

effects i

The amendments had no ER AN ]
impact on the condensed Z ARG EH
consolidated financial MR ESLE -

statements of the Group.
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Notes to Condensed Consolidated Financial Statements

= A .
RARE B S ek M T
For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

i AH

38

Segment Information 3. oEER
The following is an analysis of the Group's REBIZEBE D IE D HMA
revenue and results by operating segment. RESDITWT -
Six months ended 30 June 2020 BE—ZE—FEFH=1H
(unaudited) 1718 A (REEE)
Corrugated
medium Paper-based
paper  packaging Total
RESE goag @t
RMB’000 RMB'000 RMB’000
AR®TRT AR%Trn AR¥Txn
REVENUE A
External sales SNEIEHE 630,221 352,301 982,522
Inter-segment sales SERHE 63,528 - 63,528
Segment revenue DEA 693,749 352,301 1,046,050
Eliminations b1t (63,528)
Group Revenue EBKA 982,522
Segment Profit 2B A 1,968 13,116 15,084
Eliminations Biivi=! 546
Unallocated corporate AOFEEBAFE
income, net (5,052)
Profit before tax SEBRAEH 10,578
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

AR a B ERR Mot

3. Segment Information (Continued)

3. 2HER @

Six months ended 30 June 2019 BE—Z—-h&A=1H
(unaudited) LE7RE B (RE&E)
Corrugated
medium  Paper-based
paper packaging Total
RS BEBE FEE
RMB'000 RMB'000 RMB'000
AREFTT ARETT AREFRL
REVENUE L'ON
External sales INEEE 753,118 435,757 1,188,875
Inter-segment sales DEPRHE 74,756 = 74,756
Segment revenue D EBA 827,874 435,757 1,263,631
Eliminations B (74,756)
Group Revenue SEWA 1,188,875
Segment Profit DR A 71,744 14,402 86,146
Unallocated corporate AOEEEBAFE
income, net (4,677)
Profit before tax EBH AR 81,469

Zhengye International Holdings Company Limited

EXEBBRZERARAT
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For the six months ended 30 June 2020
HE_Z-_ZTFA=1HIE@EA

Segment Information (Continued)
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.

Other Income

3.

7 ERE (@)
BEDEL EHERAARE
BEHERAAR © HHMEEESE
SEMBBEF - FIBAR
RELERA - RITFBMAL

REMEERARAL -

B A] BR R ) B0 A0 AR (51 B
7> BRI U A ) B AN % B B UL A
R - BRI R 4 AT D A
WA B SHRR o

H A

Six months ended 30 June

BEAA=THLEAREA

2020 2019
—E-EF —ZT-hEF
RMB’000 RMB'000
AR¥T T AREFTT
(unaudited) (unaudited)
(REHEX) (REEZ)
Interest income from RITFAEMERA
bank deposits 2,669 2,161
Interest income from HEZS M B A
rental deposits 51 -
Government grant AT Bh 9,932 1,533
Sundry income HETEUT A 2,241 307
14,893 4,001
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

5. Other Gains and Losses

Hszm R EE

Six months ended 30 June
BEAA=1tHILXEAR

2020 2019

—EC-EF —NE

RMB’000 RMB'000

AR¥T AREFIT

(unaudited) (unaudited)

(REE&EZR) (REEEZ)

Exchange loss, net SN T E EE (1,215) (1,190)
Gain on disposals of HEME - THK
property, plant and HtEles (E1E)

equipment (275) 211

(1,490) (979)

6. Finance Costs Rl & B AR

Six months ended 30 June

BESA=THIEANEAR

2020 2019
—EC-EF —E-hF
RMB’000 RMB'000
AR¥T T AREFTT
(unaudited) (unaudited)
(REER) (REEEZ)

Interest on: LATRIEE MFIE -
Bank borrowings SRITHER 17,273 18,440
Other borrowings HMER 2,489 2,125
Finance lease BERE - 260
Lease liabilities HEBE 545 -
20,307 20,825

Zhengye International Holdings Company Limited
IEEBBIE AR A R
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For the six months ended 30 June 2020
ﬁi—?—?g/\ﬂ _'—BJ_}:/\.H

7.

Profit for the Period

HA 2 A

Six months ended 30 June

BEAA=THLEAREA

2020 2019
—EIERF —T-NEF
RMB’000 RMB’000
ARBT T ARBTT
(unaudited) (unaudited)
(REER) (REEZ)
Profit before tax has been F&F: AT A2 1%
arrived at after charging %I %18 :
the following items:
Depreciation of property, #1% + T &
plant and equipment I E 44,042 39,096
Depreciation of EREEENE
right-of-use assets 10,408 2,360
Amortisation of other HEMEyEEH
intangible assets (EHEKARA)
(included in cost of sales) - 201

Interim Report 2020 @ Zhengye International Holdings Company Limited
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For the six months ended 30 June 2020
HE_Z-_ZTFA=1HIE@EA

8.

Zhengye International Holdings Company Limited

Income Tax Expense 8. FBHAX
Six months ended 30 June
BZEASA=1THIELAREA
2020 2019
—EEHF —E-NF
RMB’000 RMB'000
AR¥T ARBT T
(unaudited) (unaudited)
(REE&EZR) (REEZ)
Current tax: BNHAFR 18
PRC Enterprise B R ATIS
Income Tax 3,915 21,175
Deferred tax (note 19) EAEFITE (FIFE19)
Current period = B HAR (857) (4,379)
Income tax expense Fr5Hi 5 X 3,058 16,796
Accordingly, stating from the current year, Eit - BARFERS - BEF

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.

EXRFZERARAT

BHETERFEENNERE
BB T IRe.25%TE - i
BRE S BTG ERE
MBIR16.5% HEHE -
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For the six months ended 30 June 2020

HE—

ZBERA=THIEREAR

Income Tax Expense (Continued)
Under the Law of the PRC on Enterprise
Income Tax (the “"EIT Law"”) and
Implementation Regulation of the EIT Law,
the tax rate of the PRC subsidiaries is 25%
for both years. Certain PRC subsidiaries
approved as advanced-technology
enterprises by the relevant government
authorities are subject to a preferential
rate of 15%. During the year, four PRC
subsidiaries were approved as “small and
low-profit enterprises” by the relevant
government authorities are subject to a
two-tiered preferential rate. The first RMB1
million of taxable profit of the qualifying
group entities will be taxed at 5%, and
taxable profit above RMB1 million will be
taxed at 10%.

Taxation arising in other jurisdictions is
calculated at the rates prevailing in the
relevant jurisdictions.

Dividends

The directors have determined that no
interim dividend has been paid for the six
months ended 30 June 2020 (for the six
months ended 30 June 2019: nil).

Interim Report 2020
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8.

FrigBiBEz (5)

TR EAREMBE XSG
E([R¥EMBHZE]) REEN
I&BIFRE - PEIMB A RME
EREFEHH25% - HTH
B B B A m145 2 FERA BT B0 P
HEASTRITDE BB
EE15% o RARFERN » MKRH
B A R R EBUTEBPIBLE B
[NEURFEE ] T ZHEMAR
FIERE - AERHNERAES
HEARE—EETEMNTAT
BRI EERES%1E - MR

BARKE —BHETTEMNETE
AHEIRFE R 10% 1 E -

Hib B EE S REEMHIAR

RERREEERER ZHE
FtHE -
RS
EFERETERNBE—F

ZEFRA=THEAEAS
E(BEEZ—_Z—hLF~A
=tHIEAEAR : &) -
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For the six months ended 30 June 2020
ﬁi—?—?g/\ﬂ _'—BJ_}:/\.H

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

10. BREF

ARBHERANEEBRERR
MIRAT BIEHE

Six months ended 30 June

BEAA=THLEAREA

2020 2019
—EIERF —E-NEF
RMB’000 RMB’000
ARBT T ARETTT
(unaudited) (unaudited)
(RRER) (R EZ)
Earnings k]|
Profit for the period RAUGHEERER
attributable to owners BRI AN T
of the Company for wAE AL
the purpose of basic HA e A
earnings per share 8,743 51,382
Number of shares R EE
Number of ordinary shares B E &R EA
for the purpose of basic 22 7l &9 I 38 I A% 25
earnings per shares
per share 500,000,000 500,000,000

Zhengye International Holdings Company Limited
EXRFZERARAT
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For the six months ended 30 June 2020

HE—

11.

ZBERA=THIEREAR

Business Combination

On 1 March 2020, the Group acquired the
80% equity interests of Yudu County
Zhengyi Paper Products and Paper Industry
Company Limited* (T&BSZ EIE AR mARAE
[RA7A]) (“Zhengyi”) for a total cash
consideration of RMB60,000,000. Zhengyi
is engaged in the manufacture and sale of
corrugated papers and paper cycling in
the PRC. The acquisition can provide
additional production capacity to boost
the market share of the Group in high end
corrugated medium paper of the Group.
This operating results have been included
in the corrugated medium papers
segment.

11. ¥KE0
RZEZTF=F—H ' &%
BB RsREBARE
60,000,000 7T 58 A% U & T #B &5
FREEMEEFR QA E
&) 59 80% & #E - IE(EEHRE
M B A E R HE FAS 4 B4R
B R TR AR E 5
SNEERE B BHRF = o FLAB R
MHISMNEE - EREL 2258
E@?FQ\E&/UZREIJ \*E ©
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

11.

Zhengye International Holdings Company Limited

Business Combination (Continued)
The following summaries the consideration
paid for Zhengyi, the fair value of assets
acquired and liabilities assumed at the
acquisition date (determined on a
provisional basis):

11. £EXE6t@
BA TR i 9t IF 8 B U B B B s
HERIB - FTRE1S 8B E R
AEMEENAFEBEGRE
FEEET) :

RMB’000
AREBTFT
Property, plant and equipment W - TR E 105,572
Right-of-use assets EREEE 7,806
Deferred tax assets RIETRIAE E 802
Inventories T8 20,145
Trade and other receivables Z 5 K H e sRIE 4,225
Bank balances and cash equivalents  $R1T4562 MIRE SH(EIER 12,789
Trade and other payables E 5 R HMERFRIE (48,687)
Borrowings B (31,000)
Net assets FEE 71,652
Non-controlling interests FEPE IR A (14,311)
Total consideration satisfied by cash ~ LAIR & X 2 AR (B 57,341
Net cash outflow arising on I BE HY IR & R EE
acquisition:
Cash consideration paid B ZHEeNE 29,800
Bank balances and cash B s 2 SRITAER X
equivalents acquired REeEMEER (12,789)
17,011

EXRFZERARAT
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For the six months ended 30 June 2020
HE_Z-_ZTFA=1HIE@EA

11.

Business Combination (Continued)
The total revenue included in the
consolidated statement of comprehensive
income from its date of acquisition (i.e., 1
March 2020) to 30 June 2020 contributed
by Zhengyi was approximately
RMB75,945,000. Zhengyi reported net
profit of approximately RMB8,990,000 over
the same period.

Had Zhengyi been consolidated from 1
January 2020, there was should not be no
change for revenue and profit attributable
to owners of the Company.

1. #¥E¥E0t@®
FEEREAHRH(AIZZE =
F=ZA—H)ZEZZT_TFX
A=+HetAGZEEZEBRAE
H#BERADABEARKE
75,945,000 7T © [Fl BA IF (B 8% 15
FE 4 AR # 8,990,000 7T

WEBR-_ZE_ZFT&—H—H

BERAFA  ARTHKRAR
A AFTE R TR A2
&f) o
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

12. Property, Plant and Equipment 12. ¥ ¥ - BER®E

The movements in property, plant and HAR DS - TR M skt
equipment during the period is BEALAA T -
summarised as follows:

ZEH

RMB’000
AREBTFT
As at 1 January 2019 (audited) RZZE—-hFE—H—H
(E&EZ) 891,169
Transitional adjustments on the B BB E 4R
initial application of HKFRS 16 16 2 3@ M (4,221)
Adjusted as at 1 January 2019 RZZE-—NF—HA—B
() 886,948
Additions of plant and equipment NE TR NEERE 26,124
Disposals of plant and equipment H & T K & (1,701)
Depreciation for the period BT E (39,096)
As at 30 June 2019 (unaudited) RZZB—NFRA=TH
(RIEEZ) 872,275
As at 1 January 2020 (audited) R-ZZE_TF—H—H
(E&EZ) 892,291
Acquisition of a subsidiary ¢ =YNG| 104,816
Additions of plant and equipment NE TR 79,644
Disposals of plant and equipment & TR B R (810)
Depreciation for the period HiR & (44,042)
As at 30 June 2020 (unaudited) R-ZE-_ZEFA=1H
(Ri@E=Z) 1,031,899

Zhengye International Holdings Company Limited Interim Report 2020
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REA4R & B 15 R MY 5
For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

13. Other Intangible Assets 13. HWEFLEE
RMB’000
ARETFTT
As at 1 January 2019 (audited) RZZE—-hFE—H—H
(BER) 338
Charge for the period HARR AR (207)
As at 30 June 2019 (unaudited) R-ZE—NFNA=1+H
(CREEZ) 137
As at 1 January 2020 (audited) AT _ZTHF—H—H
(R&E%) -
Charge for the period HARIEHR -
As at 30 June 2020 (unaudited) RZEZZTFA="TH
(REEER) -
Development costs are internally FEEBARE AER
generated.
Such intangible asset are amortised on a ZEWEEREREDTEH
straight-line basis over 5 years. 8H o
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For the six months ended 30 June 2020
ﬁi—?—?g/\ﬂ _'—BJ_}:/\.H

14. Trade and Other Receivables 14. EZ R EMERIRIE

30 June 31 December

2020 2019
—E-EF —E-NF
AA=+H tZHA=+—H
RMB’000 RMB'000
AR¥T ARETT
(unaudited) (audited)
(REEEZ) (E&EZ)
Trade receivables 2 5 W EE 405,915 431,716
Less: allowance for credit ¥ : RERERE

losses (1,912) (1,912)
404,003 429,804

Trade receivables backed LASRTITEE AEER
by bank bills B 5 EWRIA 265,153 298,640
669,156 728,444
Advances to suppliers S E B SR IE 32,506 25,693
Prepayments TBRTRIE 5,498 5,304
Other receivables H {th fE U Fk I8 15,045 12,533
53,049 43,530

Total trade and other B 5 N E b e R TE
receivables el 722,205 771,974

Zhengye International Holdings Company Limited Interim Report 2020
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For the six months ended 30 June 2020

HE—

14.

ZBERA=THIEREAR

Trade and Other Receivables
(Continued)

As at 30 June 2020 and 31 December 2019,
gross amount of trade receivables from
contracts with customers amounted to
RMB671,068,000 and RMB730,356,000
respectively.

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

As at 30 June 2020, total bills received
amounting to RMB265,153,0000 (31
December 2019: RMB298,640,000) 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.

Interim Report 2020
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14.

EZREMERRE
=)

RZFZFTHEAA=ZTERZ
T-NAF+ZA=t—H &
EEMEHREKE 7R B
7 Bl 3 A R ¥ 671,068,000 7T
K AR ¥ 730,356,000 7C °

Z%

~

AEEHEZMEA AR
E MESERFPRERMIIOKRE
120KKERE - ERENR
FAERE MR - HR
EERINEF @ AEBITA
FEREE SZREREEE A
REIRITRIE - SLAREME
HIE A60ZE 180K » HIRTITHE
R o

R—E_TFA=1+H &
SEFBRREEE F KGR
ENEEBEBEAARE
26515300075( T—NF
+-_A=Z=+—H8: AR¥

298,640,0007T) * ERETE
B —PARIE RAIAEE o

$§Iﬂﬁiﬂ$&,ﬁwA
2 EPARE(E - ANEE BB PT
ﬁ%ﬁ%ﬂ%EﬂTE £2
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

14. Trade and Other Receivables 14. EZREMEWRRIE

(Continued) (&)
The following is an aged analysis of trade PIE A I AR IR B E mE ik
receivables not backed by bank bills HEAEEZIHE J I
presented based on dates of delivery of HAZIRITRE I FHRER D
goods, at the end of the reporting period: T

30 June 31 December

2020 2019

—B-%F —TNF

RARA=tH t-A=+—H

RMB’000 RMB’000

ARBT T AREFTT

(unaudited) (audited)

(RRER) (&%)

0 to 60 days 0ZE 60K 313,610 307,211
61 to 90 days 61 290K 37,282 40,519
91 to 180 days 91 £ 180K 46,072 59,461
Over 180 days 180K E 7,039 22,613
404,003 429,804

Zhengye International Holdings Company Limited Interim Report 2020
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For the six months ended 30 June 2020
ﬁi—?—?g/\ﬂ _'—BJ_}:/\.H

14. Trade and Other Receivables
(Continued)
The aged analysis of trade receivables
backed by bank bills based on dates of
delivery of goods or recognition date of
the gross trade receivables, at the end of
the reporting period are analysed as

14. EZREMEWRRIE

(&)

FIER RS PR IZ IR B R X
B Hs S 5 FE UG IR A R HE R
BHARITER 2R
BREKERER ST

follows:
30 June 31 December
2020 2019
—BCEF —T-hF
RARA=tH t-A=+—H
RMB'000 RMB’000
ARET T AREBTFT
(unaudited) (audited)
(RE&ER) (&%)
0 to 60 days 0ZE 60K 62,854 65,413
61 to 90 days 61 290K 55,801 35,514
91 to 180 days 91 £ 180K 128,463 148,813
Over 180 days 180 KA = 18,035 48,900
265,153 298,640

Before accepting any new customer, the
Group assesses the potential customer'’s
credit quality and defines credit limits by
customer.

AL AEH
AHEEEEFPNEREER
BEREFERARE -
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For the six months ended 30 June 2020
HE_Z-_ZTFA=1HIE@EA

AR a B ERR Mot

Zhengye International Holdings Company Limited

15. Pledged Bank Deposits and

Bank Balances and Cash

Bank balances carry interest at market
rates within range from 0.36% to 1.65% (31
December 2019: 0.01% to 0.35%) per
annum. The pledged deposits carry
interest rates which range from 1.50% to
2.10% (31 December 2019: 0.30% to 1.65%)
per annum.

Pledged bank deposits represent deposit
pledged to banks to secure banking
facilities granted to the Group. Deposits
amounting to RMB156,530 ,000 (31
December 2019: RMB139,904,000) 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.

EXRFZERARAT

15.

2IRBRITFER
ERRES
RITRE AT B EFENT
036%ZE1.65%( =T — h &
+=—A=+—H:001%%
0.35%) ° B 17 5 H 75 F)
K F150%E2.10%( = =
—MEF=E=F=8:
0.30% = 1.65%) ° B MIRTT
BB EEERBRITEER
BRI EHF o

AR R 1T

B IRITE R IE A FIRTT
E’ﬂ%%ﬁ C AERRAIANSEEE D
TRE BEHARE
15653000075( —E-hF
+-—A=+—"8: AR¥
139,904,000 7T ) B 77 X A ZB A
=& AR REZEAERITER
REMEREDER - Bits
xﬁﬁumé—bﬁﬁ °© Eﬁﬁ#ﬁfﬁhﬁ
K IEEEARERITE KRR

°©
E
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

16. Trade and Other Payables 16. BES RHMEKIE

30 June 31 December

2020 2019

—B-%F —TNF

ANRA=+H tZA=1+—H

RMB’000 RMB'000

AR¥T T ARETTT

(unaudited) (audited)

(RRER) (f&#EZ)

Trade payables E Z e IR 122,872 156,003

Bills payables — secured B ZE#E — B 51,142 68,572

Other taxes payables H iy S I8 36,165 30,800
Payroll and welfare FEAS 57 B N2 A A B

payables 19,529 30,901

Construction payables B TEZE 3,918 3,918

Others HAith 51,914 17,386

285,540 307,580
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

16. Trade and Other Payables 16. ESZ RHMEMKIE
(Continued) (&)
The following is an aged analysis of trade IR B R R R & R AL
payables presented based on the dates of HEIZ7I0E 5 e FRIARRE
receipt of goods at the end of the DHT

reporting period:

30 June 31 December

2020 2019

—B-%F —TNF

RARA=tH t-A=+—H

RMB’000 RMB’000

ARBT T AREFTT

(unaudited) (audited)

(RRER) (&%)

0 to 60 days 0ZE 60K 106,848 131,759
61 to 90 days 61 290K 7,364 11,822
91 to 180 days 91 £ 180K 4,786 4,181
Over 180 days 180K E 3,874 8,241
122,872 156,003
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

AR a B ERR Mot

16. Trade and Other Payables 16. ESZ R H M E A KIE
(Continued) (&)
The aged analysis of bills payables based FIE R RS B R IR IR & U ER
on the dates of receipt of goods at the HEZTINRERENRE DT
end of the reporting period are analysed O
as follows:
30 June 31 December
2020 2019
—EC-EF —T-NF
AA=tR t-H=1—H
RMB’000 RMB'000
ARBT T AREBTFT
(unaudited) (audited)
(RE&ER) (= %)
0 to 60 days 0ZE 60K 7,705 20,538
61 to 90 days 61 290K 21,492 13,744
91 to 180 days 91 £ 180K 21,945 34,290
51,142 68,572
The credit period on purchase of material BEMEOTHERBN T30
is 30 to 120 days. The Group has financial :.;12095 REEREHHBRE
risk management policies in place to IR A BB BN -
monitor the settlement.
17. Amounts due to Directors 17. BERESXKE
The amounts due to directors are FIERIZEFAE - ST -
unsecured, interest free and repayable on R EREERKER o

demand.
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

18. Bank and Other Borrowings 18. RITRHMMER
30 June 31 December
2020 2019
—ECEHF b
AR=tH t=—A=1+—8H
RMB’'000 RMB'000
AR%T T AREBTT
(unaudited) (audited)
(REER) (FEEZ)
Bank borrowings, secured $R1T{&3K + A K i 753,618 758,918
Bank borrowings, IRITE R - EEA
unsecured 45,672 51,820
Sub-total /et 799,290 810,738
Other borrowings, secured Efb &R - H iK1 94,936 44,094
Other borrowings, HAbfEFR - IR
unsecured 18,480 18,480
Sub-total /INat 113,416 62,574
Total @t 912,706 873,312
Carrying amount RUAT BEEER
repayable: BREE :
Within one year —F RN 848,093 816,593
Within in a period more ~ —4 LA EE TR
than one year but not M
exceeding two years 51,148 35,576
Within in a period more  MIFLA_E1E
than two years but not NHERBAF
exceeding five years 13,465 21,143
912,706 873,312
Less: Amounts due within & : /RB) & &8
one year shown under —FARZEBHIE
current liabilities (848,093) (816,593)
Amounts shown under EMBEB/IEATNZ
non-current liabilities BERRIE 64,613 56,719

Zhengye International Holdings Company Limited Interim Report 2020
EXRFZERARAT “E-TFhHRE



Notes to Condensed Consolidated Financial Statements

RAER & ISR M ot

For the six months ended 30 June 2020
ﬁi—?—?g/\ﬂ _'—BJ_}:/\.H

18. 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 21.

The ranges of effective interest rates (which
are also equal to contracted interest rates)

18. RITREMER (&

AN B sE21 BT S - BRRR SR 1T
BN EME KA E ERE IR
IR o

AEBEENERNE (X
RERTATHME) B8 E a0

on the Group's borrowings are as follows: T
30 June 2020 31 December 2019
“BCEFXA=TH —NFTZA=1—H

Effective interest rate:
EBRFIE -

Fixed rate borrowings

2.00% to 5.22% per annum

2.50% to 5.44% per annum

EEEH FF1%£2.00% £5.22% % 2.50% Z 5.44%
Variable rate borrowings 2.80% to 6.90% per annum  3.85% to 5.66% per annum
FEER FH=E2.80% F6.90% MK 3.85% = 5.66%

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

Interim Report 2020
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For the six months ended 30 June 2020
ﬁi—?—?g/\ﬂ _'—BJ_}:/\.H

19. Deferred Taxation

19. EERIIE

For the purpose of presentation in the
condensed consolidated statement of
financial position, certain deferred tax
assets and liabilities have been offset. The Z A

following is the analysis of the deferred tax T

balances for financial reporting purposes:

RIERFIZR  BETREHRE
BENBECNEAERS T
ARRAEHE - BIERTHE2H
I FE I8 45 5k O AT 4R

30 June 31 December

2020 2019

—ECEF —ZT-hEF

RARA=tH t-A=+—H

RMB’000 RMB'000

AR¥T T AREFTT

(unaudited) (audited)

(REER) (= %)

Deferred tax assets RIEFL I & B (7,624) (6,475)
Deferred tax liabilities FEEFIEEE 4,574 5,629
(3,050) (846)

Zhengye International Holdings Company Limited
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

19. Deferred Taxation (Continued) 19. EEHIE (5)
The following are the major deferred ATARERNMBTHEEE
taxation liabilities recognised and ERRELCHEBEBERES
movement thereon during the current and g :

preceding interim period:

Provision Impairment Undistributable

Right-of- Lease  Contract for  Deferred of Depreciation  profit of
use assets liabilities assets  inventory income ~ receivables  differences  subsidiaries Total

KEAF

ERERE REAR GKEE  FHER  ECRHA BURERE  FEER FUAREN it
RMBOO ~ RMBOO  RVBON  RVBO  RMBOO0  RMBOI  RMBOD  RMBOO  RMBON
ARBTRL ARBTR ARBTR ARBTR ARETR ARETR ARMTR ARETR ARMTR

At 1 January 2019 RIB-NE
(audited) —A-A
(1) - - 664 (1.924) (3862) (281) 1574 7,84 3455
Reversal of deferred tax baivirivd
lisbilities upon EERA
distrloution of profits AR - - = = (47) = - (3289 (753)
Charge (credit) for the period ~ EifEtR (B&) - - - = = (624 = - (624)
At30 June 2019 (wnaudited)  R=F-NE
AAZTA
(%% = - b6 (1.924) (433 (%09 1574 3% ()
At1 January 2020
(audited)

8177 (8,329) 510 (1,986) (5,839) (287) 1,408 5,500 (846)

Reversal of deferred tax

fiabilties upon %UUE
distribution of profits REEE - - - - (655) (59) (42 (1,000 (243
Charge [credit) for the period ~ EAIZF12 (1) (847) 954 (156) 14 - @) 20 - 52
At 30 June 2020 R-B-%%
(unaudited) ~A=tA
(RHEEH) 7330 (7,375) 354 (1,972) (6,494) (349) 956 4,500 (3,050

Interim Report 2020 Zhengye International Holdings Company Limited
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For the six months ended 30 June 2020

HE—

19.

Zhengye International Holdings Company Limited

ZBERA=THIEREAR

Deferred Taxation (Continued)

Under the EIT Law of PRC, withholding tax
is 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
temporary differences associated with
undistributed earnings of subsidiaries for
which deferred tax liabilities have not been
recognised amounted to RMB588,783,000
(31 December 2019: RMB588,783,000).

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.

EXRFZERARAT

19.

EERIE (&)
FEMEMBHIEETE - P
B B /2B A B T B B 1 R 2R
E’J%é%ﬁzuﬂzﬁ"erEfﬁEm
CBEZEEN\F-—H B
Exﬁ( HEARBE - HAER
EERBEENHNBRARARSD
KA EETRESE  AHA
R # 588,783,000 C(=Z— A
F+_A=+—H: AR¥
588,783,000 7T) °

A7 & [ R 1 Il B S = R A
CIEER - BRESEEETR
2R AT BE N [ ¢ - B Sk

ZEEEHRELEHAAE -
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

20. Share Capital 20. BA&
Number Share
of share Capital
R EE &
HK$
BT
Ordinary shares of BREEO0.10BTH)
HK$0.10 each T
Authorised: ERE
At 1 January 2019, R-Z-NFE—-A—H"
30 June 2019, —2-AERA=TH
1 January 2020 and —ETFE-A-HK
30 June 2020 22 FA=TH 1,000,000,000 100,000,000
Issued and fully paid: BEETRER :
At 1 January 2019, R=ZZE-—NF—HA—B"
30 June 2019, —T-NFA~A=+H
1 January 2020 and —ECEF-H-BR
30 June 2020 —E-TFXA=1H 500,000,000 50,000,000
RMB’000
AR¥ETTT
Presented as: (At 31 December 2019 2734 : (R=ZZE—14F
and 30 June 2020) +-A=+—HK
—T-TFRA=TH) 41,655

Interim Report 2020 Zhengye International Holdings Company Limited
—E_TFhHRE EXEBEBZERARAR



Notes to Condensed Consolidated Financial Statements

RAER & ISR M ot

For the six months ended 30 June 2020
HE_Z-_ZTFA=1HIE@EA

21. Pledge of Assets 21. EEEHR
The following assets were pledged to ATARmERRAEEE K
secure certain banking and other facilities WEE  EAEYTAREEEF
(including properties, plant and equipment R1TREAMEEWER (B2
under a finance lease) granted to the BE TNHIME - EREME) -
Group at the end of the reporting period:
30 June 31 December
2020 2019
—ECEF —T-hF
AA=tR t-H=1—H
RMB’000 RMB’000
ARBT T AREBTFT
(unaudited) (audited)
(RE&ER) (= %)
Buildings and construction 5 & £ T 12
in progress 96,239 61,361
Plant and machinery T e iss 178,137 134,378
Land use right — prepaid = it {# Fi# — FB 1+
lease payment HEFIE 111,305 106,269
Trade receivables B S rlERIE 80,000 80,000
Bills receivables e 85,156 213,978
Pledge bank deposits EHEARITIER 156,530 139,904
Inventories FE 42,612 53,657
749,979 789,547

Zhengye International Holdings Company Limited Interim Report 2020
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

23.

22. Capital Commitments 22. EXREE
30 June 31 December
2020 2019
—EC-EF —T-NF
ANR=tH t=-A=+—H
RMB’000 RMB’000
AR¥T T AREBTFT
(unaudited) (audited)
(RRER) (f&#EZ)
Capital expenditure in U - TRERE
respect of acquisition of  USEELA N HH & £ 3tb
property, plant and BETHERRERE
equipment and Mgz B A
leasehold land BERFY
contracted for but not
provided in the
consolidated financial
statements 8,735 23,275
Related Parties Transactions . BEAIRIRER
and Balances
(@) Name and relationship (a) BRERERE
Name Relationship
Zhongshan City Zheng Ye Leasing Controlled by the controlling
Company Limited shareholders of the Company

("Zheng Ye Leasing”)
R EXEHEEERAF([EXHEE]) FR 7R A2 A A R 42 o

Interim Report 2020 Zhengye International Holdings Company Limited
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REA4R & B 15 R MY 5
For the six months ended 30 June 2020
HE_Z-_ZTFA=1HIE@EA

23. Related Parties Transactions
and Balances (Continued)
(b) Related parties transactions

(&)

23. BEATXR I R &6

(b) BAEALXRS

Six months ended 30 June
BZEASA=1THIELAREA

2020 2019
—B-EF —E-NEF
RMB’000 RMB’000
ARBT T ARBFIT
(unaudited) (unaudited)
(RRER) (R EZ)
Zheng Ye Leasing EXHE
— Rental expense of — ¥ EFHX
property N/A 7ER 3,572
— Intereston lease ~ — HEBEFIE
liabilities 503 N/A i A
— Lease liabilities —HEAE 15,939 N/A T iE
Note: BT -
Rental deposit of RMB450,000 paid to ENEXHENARRE
Zheng Ye Leasing has been included in 450,000 B R & B #A
trade and other receivables on the RZZB-TENA=1H
Condensed Consolidated Statement of WA G M BEHRRN KB
Financial Position at 30 June 2020. T%&Em%”&%ﬁ\ﬁ

Zhengye International Holdings Company Limited Interim Report 2020
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For the six months ended 30 June 2020
BE_ZT_TFA=+HIL/NEAR

23. Related Parties Transactions
and Balances (Continued)

(c)

(d)

Related parties balances
Amount due from a related party,
amounts due to directors and
amounts due to related parties are
separately disclosed on the
Condensed Consolidated Statement
of Financial Position.

Compensation of key
management

The remuneration of directors of the
Company and other members of key
management during the period were
as follows:

23. BEATXR I R &6
(#8)
(C) BﬁLkimﬁ%
W — & BEE ALK
B ENESRIERE
~TEEE A T RRIBE A
e M BRR R D Bl B

B -

d TEEBAENF
A
INTEARBEERE
ZEBREAMKENE
ER B

Six months ended 30 June
BZEASA=1THILAXEA

2020 2019
—ECEF —ZT-hEF
RMB’000 RMB'000
AR®T T ARET T
(unaudited) (unaudited)
(REHER) (REEZ)
Salaries and other i & E A Az T

benefits 8,403 8,118

Retirement benefits  RIKEFIFTEI R
scheme contributions 69 122
8,472 8,240
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Management Discussion and Analysis

IR W DT

Business Review

The Group mainly provides supporting paper-
based packaging products for well-known
domestic and foreign manufacturers of
household air conditioners, food seasonings,
and small household electronic products. At the
same time, it provides comprehensive customers
services including design, printing, logistics as
well as the integrated packaging solution. In
addition,
competitiveness of the Group's paper-based

in order to enhance the

packaging products, the Group has also
extended the back-end industry chain to use
recycled waste paper as raw materials to
produce corrugated medium paper for the use
of the Group's paper packaging products and
external sales.

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).

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

Zhengye International Holdings Company Limited
EXBRERARAT
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REm#ARH  NRAEFERS
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FREH-BLENBEBRTE - A
Mo BRASERAEBKERNH
F - AREERIRRER BT -
) P (2] U o AR 2 R R AR B FUAS AR
RUASERABREREALY
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o

W
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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.

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.

For the six months ended 30 June 2020:

o The Group recorded operating revenue of
RMB982,522,000, a decrease of 17.36%
compared with the same period of last
year;

o The profit for the period attributable to
owners of the Company was RMB8,743,000,
representing a significant decrease of
82.98% as compared with the same period
last year; and

o The basic earnings per share of the
Company was RMB2 cents approximately.

Interim Report 2020
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AEBLEENEREREERST
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REBEGBSEERAARKE
982,522,0007¢ * #% % & [7] &f
TF&17.36% :

o ARRAFHMBIREMZENA
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o ARRBZEREREMHBA
R#25

Zhengye International Holdings Company Limited
EXRRERARAT



Management Discussion and Analysis

IR W DT

Macro Environment

In the first half of 2020, affected by the sudden
catastrophe of the COVID-19 epidemic, the
global economy suffered a disaster impact,
leading to a sharp decline in international trade
and investment. The concentrated outbreak of
the Chinese epidemic in the first quarter severely
impacted both ends of the macroeconomic
supply and demand, but the Chinese
government with a strong ability to respond to
public crisis events demonstrated by the
COVID-19 epidemic made the domestic
epidemic basically controlled at the beginning of
the second quarter; the domestic economic
growth in the second quarter turned from
negative to positive, which showing the strong
resilience of the Chinese economy. At the same
time, the overseas epidemic was spreading
comprehensively, which China cannot be able to
discharge the epidemic prevention completely.
The Chinese economy is facing the impact of the
epidemic as well as the structural and
institutional cyclical contradictions. This has also
added uncertainties to the recovering of the
Chinese economy. Future risks and challenges
should not be underestimated, and we are still
facing great difficulties and pressures. However,
the fundamentals of China’s economic has not
changed and is showing its stability and long-
term improvement. In the second half of the
year, China’s economic growth will continue to
recover, which maintain to improve the
effectiveness in terms of continuity and stability
in the macroeconomic policies. China can
recover from the impact of the epidemic as soon
as possible and further recovery from investment
and consumption under the firmly stabilizing in
employment, enterprises functions, industry’s
supply chain, firmly implementing the expanding
domestic demand strategy and unswervingly
deepening reform and opening up the Chinese

economy.

Zhengye International Holdings Company Limited
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Products Review

Paper-based packaging products
During the period under review, the Group’s
paper-based packaging business was affected
by the epidemic and macro environment. The
downstream customers’ orders decreased about
15.61% and the order price dropped around
3.20%. The Group's paper packaging business
achieved operating turnover of RMB352,301,000
during the period, a decrease of 19.15%
compared with the same period of last year. The
operating income of floating watermark cartons,
colour printing cartons and honeycomb paper-
based products was RMB228,137,000,
RMB73,603,000 and RMB50,561,000 respectively
(the six months ended 30 June 2019 were
RMB274,456,000, RMB67,523,000 and
RMB93,778,000 respectively). The Group's paper
packaging business seized the opportunity after
the peak of the domestic epidemic, and
cooperated with the downstream consumer
food and beverage industries to resume
production. Meanwhile the Group implemented
with various cost control measurements during
the period. The raw paper procurement cost
decreased 8.11% during the period was
compared with last year, the gross profit margin
during the period was around 19%, basically
maintaining the industry level. With the gradual
recovery of the economy in the second half of
the year and the Group's efforts to develop new
customers in the food and beverage consumer
industry during the period, it is expected that
the sales revenue of the paper packaging
business will rebound steadily and create greater
contributions to the Group's profitability.

O,
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EBRBEREREERAARE
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73,603,000 7T 2 A R # 50,561,000 70
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Corrufgated medium paper

In the first half of 2020, under the influence of
the COVID-19 epidemic and the continuous
downturn of the world and domestic economies,
the demand declined in the downstream paper
packaging industry, products price dropped and
the profits fell due to the contradiction between
supply and demand in the paper industry. The
Guangdong Provincial Government has issued
stricter “coal-to-gas” policy for cities in the Pearl
River Delta in the context of the national "Blue
Sky Defense War”. In response to this policy,
cities in the Pearl River Delta region include
Foshan, Zhuhai, Jiangmen, Guangzhou,
Zhongshan, Dongguan and others have
successively promulgated relevant policies and
regulations, requiring relevant enterprises to
implement coal-to-gas conversion. According to
the above policy, the Group's two paper mills in
Zhongshan took the lead in completing the coal-
to-gas project during the period. This change
resulted in a certain increase in the fuel cost per
ton of paper production compared to the same
period last year. At the same time, in order to
cope with the impact of the aforementioned
increase in fuel costs on product profitability, the
Group actively upgraded the main production
facilities of the two papermaking companies
during the period, which increased the downtime
losses during the period. The Group's paper
making segments recorded the turnover of
RMB630,221,000 during the first half of 2020,
representing a decrease of 16.32% compared
with the same period last year, which was mainly
due to the selling price per unit had dropped
11% approximately during the period. The gross
profit margin dropped to 11.61% during the
period. In the second half of the year, it is
expected that the Group’s two paper mills in
Zhongshan will be able to operate normally and
continue to create stable profits for the Group
after the transformation. The Group completed
the acquisition of Jiangxi papermaking base,
which also achieved its profitability during the
period, and adding momentum to the
continuous growth of the Group's papermaking

business.
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Financial Review

The Group's revenue for the six months ended
30 June 2020 was approximately
RMB982,522,000, representing a decrease of
approximately RMB206,353,000 or 17.36% from
RMB1,188,875,000 for the same period in 2019,
of which the turnover of the packaging segment
decreased by RMB83,456,000. The turnover of
paper-making segment products decreased to
RMB122,897,000 compared with last year, it was
mainly affected by the epidemic and the
economic downturn, causing the order demand
decreased 15.61% and decline in product prices
of papermaking segments of the Group, exceeds
around 11% during the period. The Group's
gross profit margin for the six-month period
ended 30 June 2020 was 14.26%, compared with
20.86% for the six months ended 30 June 2019,
representing an increase of 6.60 percentage
points over the same period last year.

The profit for the period attributable to the
owners of the Company for the six months
ended 30 June 2020 was approximately
RMB8,743,000, representing a significant
decrease of RMB42,639,000, or 82.98%,
compared with RMB51,382,000 for the same
period last year.
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Group's Profit

For the six months ended 30 June 2020, the
Group's profit before income tax was
approximately RMB10,578,000, representing a
huge decrease of RMB70,891,000 or 87.02% as
compared with RMB81,469,000 for the same
period last year.

During the period under review, the financial
expenses were approximately RMB20,307,000,
representing a slight decrease RMB518,000 or
2.49% from RMB20,825,000 for the same period
last year.

During the period under review, the income tax
expense was approximately RMB3,058,000,
representing a significant decrease of
RMB13,738,000 from RMB16,796,000 for the
same period last year.

Zhengye International Holdings Company Limited
EXBRERARAT

%F’%U

ﬁ i/\ﬂ +E|_|J:/\1.
A LKEEIF)’T SEAFMENAAR
#10,578,0007C * B A& F R HM A
R :81,469,0007T) + 8 2 4F [A &5
A& T[4 70,891,000 7T 8 87.02% ©

REESAN UHEERANAARE
20,307,000 * ¥ & F B # &
20,825,0007T T PF£518,0007T 3k
2.49% °

Fr /5 B 8 B S 49 A R # 3,058,000
TL 0 BRAFREM AR 16,796,000
T WA F R ERANE FFE 13,738,000
7T|:o

Interim Report 2020
“E-TFhHRE



Management Discussion and Analysis

IR W DT

Prospect

In the second half of 2020, there is still great
uncertainty in the evolution of the global
COVID-19 epidemic. The global supply chain
interruption caused by the epidemic and the
stagnation of international trade are stil
fermenting. Due to the impact of the epidemic
and the narrow policies space of major countries,
the global economy will slow down significantly.
In China, with the gradual improvement in
demand, the momentum of economic growth is
recovering; the trend of low in the first half and
high in the second half in the economic growth
throughout the year has gradually become clear;
the economic growth rate in the second half of
the year will be significantly faster than that of
the first half. The development situation in the
global epidemic and the degree of recovery of
external demand will have an impact on the
operation of China’s economy; China’s proactive
fiscal policy, monetary policy and credit policy
will also play a role in stabilizing growth as soon
as possible, directly benefiting enterprises and
the people, which contributing to the Chinese
economy. In the second half of the year,
domestic demand rebounded and consumption
recovery set a clear direction.
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The Group will also continue to pay attention to
the opportunities, changes and risks in the paper
packaging industry market, which gradually
transform to a high-tech and high-equipment
manufacturing industry. The Group are also
strengthen the intelligence of paper packaging
equipment and its design and development
capabilities, and enhance the in innovation and
research and development capabilities of
corrugated medium paper products to keep
maintaining the competitiveness of products in
the market, survive in adversity, seek
development in difficulties, strengthen
confidence, move forward steadily, and create
maximization value for shareholders

continuously.
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Current Assets, Liquidity, Financial
Resources and Capital Structure

In 30 June 2020, the Group's main sources of
funding were cash generated from operating
activities and bank loans

RBEE RBES - MK
ﬁlﬁ&ﬁz"(mn
RZZE-_ZTFRA=+H x5H
MESRREIERKERBAESE
IR & RIRITER -

30 June 31 December

2020 2019
—E-EF —ZT—hF
ANA=+tH +TZA=+—H
RMB’000 RMB’000

AR¥TT ARETT

Net assets BEFE

Bank balances and cash RITEBRER S

Total borrowings* fBRaagE

Equity attributable to the RARER A
Owners of the Company eI RS

Current ratios POEJE RS

Net gearing ratio* FEERELER

1,149,438 1,124,407
301,064 370,993
912,706 873,312
934,652 925,909

1.02 1.13
65.44% 54.25%

# As at 30 June 2020, secured bank borrowings
include the discounting of bills receivables from
external trade customers amounting to
RMB222,790,000 (31 December 2019:
RMB213,978,000).

* The net gearing ratio is calculated as net
borrowings divided by equity attributable to the
Owners of the Company, in which the net
borrowings are calculated as total bank and
other borrowings less pledge deposits and bank
balances and cash.
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RITIBRELEIEMNHIXFET
BEEREIIEESEFERERE
S5 A AR 222,790,0007T (=
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Cash flow
As at 30 June 2020, the Group had a net cash
outflow of RMB86,555,000.

The net amount of the cash outflow generated
from investing activities for the purchase of
property, plant and equipment in amount of
RMB72,103,000.

Capital Expenditure, Commitments
and Contingent Liabilities

Capital expenditures

For the six months ended 30 June 2020, the
Group's capital expenditure was approximately
RMB45,061,000, which was as follows:

BERE
RZZE-_TFXA=+TH Fx%£H
R FRR i AR 86,555,000 7T ©

REESFANRES FELTEAE
ADE BELEE £EAAR
#72,103,000 7T, ©

BEXMX - AHERIAER

=53

Ek:l:—?—?éﬁ/\ﬂ +E|JJ:/\1.
CAREEEAMRINAARE

45,061,0007_5 BRI SR

Percentage

of capital

RMB'000 expenditure

HEREX

ARBT T Bk

Paper-making projects WEALTE B 38,491 85.42%
Packaging projects BHEIEH 6,570 14.58%
Total At 45,061 100.00%

Zhengye International Holdings Company Limited
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Capital commitments
As at 30 June 2020, the Group had the following

B
R-_EBE_TFEA=1TH xEH

capital commitments: ZERAEGHINT
30 June 31 December
2020 2019
—EB-EHE —E—RF
RA=tH +ZA=+—H
RMB’000 RMB'000
AR¥TR ARBTT
Capital expenditure in respect of ¥T¥1% « T &%
acquisition of property, plant Hﬂlﬁﬁb{&fﬁ Sttt
and equipment and leasehold HEKERENS
land contracted for but not Eﬂ%iﬁzi’%ﬁéﬁﬁ@
provided in the consolidated BEARRY
financial statements 8,735 23,275

Contingent liabilities

The Group had no significant contingent
liabilities or litigation or arbitration of material
importance as at 30 June 2020.

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 AB ﬁ;ﬁ
The Group had 2,814 employees as at 30 June RKR-ZT_ZTF A=

2020 (as at 30 June 2019: 2,822 employees), in 2,814 8 T (R

TH  A&H
RZE—AFER

which approximately 468 were engineers and A =+H :282%E8T1T) ' EF 4
technical staff or employees with higher 4688 ATREMEEIMAEXAGS
education backgrounds. The table below shows ZHEESMNES - TREHHR =
the number of employees of the Group by ZT-ZFXA=+HAEEILZBE

function as at 30 June 2020: somEEHA -
Percentage of
Number of  total number
Function employees of employees
HEEHEEN
Hiae EEHE BotE
Management and Administration &2 & 1T 495 17.59%
Sales and Marketing THE &= 86 3.06%

Research and Development in B8R | T 12

Technology and Engineering 335 11.90%
Production and Quality Control 4= 7 }2 & & 4% 4l 1,898 67.45%
Total =18 2,814 100.00%
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Our remuneration is determined by reference to
the employees’ experience, qualification and
overall market situation, while the bonus is
related to the financial performance of the
Group and the individual performance. The
Group also undertakes to provide proper
trainings and sustainable professional
development opportunities for the employees if
needed.

The Company has also adopted a share option
scheme (the “"Share Option Scheme”) 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 2020, 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 “SFO")) 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 the Listing Rules were as
follows:

EERFETRAERAR
Eiﬁﬁ*ﬁﬁ%iﬁ KRS
#

RZEZZEFXNA=1+H ' AAF
EERFTETHRAEBERARRSKE
FAREEE (TR R(EHRHE
1601 ([ REAEHRHI ) 5 XVEL)
Bkt - HERO RESFBEHRED
R e ok B M AREREF RS &
BI%E 352 RN AR RIFTIFE & D
A - kAR EmARBIpTE A £
METAESEITIEF X HNIRE
FAREMEARARRREBHER
SHERAT ([BRADERT :

Approximate
Name of Group member/ Capacity/ Number and class of percentage of
Name of Directors associated corporation Nature of interest securities (Note 1) shareholding
REERELNE/ RESK
£33 REEEER 5/ BEME BEHARER (W) BAl
Mr. Hu Zheng The Company Interest of controlled 191,250,000 ordinary shares of 38.25%
corporation (Note ) HK$0.10 each
BERE ARF S AR 191,250,000 B A&
(3x2) 010 T E B
Gorgeous Rich Development  Beneficial owner 1 ordinary share of US$1.00 100%

Limited ("Gorgeous Rich") ~ E##EA

Zhengye International Holdings Company Limited
EXBRERARAT
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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
AEERERNR/ RESL
EBpfE REEEER 51/ BEME FHHARER (M) AAlt
Mr. Hu Hancheng  The Company Interest of controlled 93,750,000 ordinary shares of 18.75%
corporation (Note 3)  HK$0.10 each
HEELE ARF S AR 93750000 A SR EE
(Firzt3) 010 T E AR
Golden Century Assets Limited  Beneficial owner 1 ordinary share of US$1.00 100%
("Golden Century") EaRBRA VREE10ETHLER
Mr. HuHanchao ~ The Company Interest of controlled 75,000,000 ordinary shares of 15%
corporation (Note 4) ~ HK$0.10 each
HEREE YN REtEEER 75,000,000 B E &
(Firzta) 010 TTAVE B
Leading Innovation Worldwide ~ Beneficial owner 1 ordinary share of US$1.00 100%
Corporation ERHAA 1REE1.00F AL BR
("Leading Innovation”)
Mr.ChenRiyue  The Company Interest of controlled 15,000,000 ordinary shares of 3%
corporation (Note 5) HK$0.10 each
REA%E ARF S AR 15,000,000 & KA &
(Fir3t5) 010 T E AR
Fortune View Services Limited  Interest of spouse 1 ordinary share of US$1.00 100%
("Fortune View") EEER 1REE1.00F T RmE
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Notes:

Zhengye International Holdings Company Limited

SET A=

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.

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.

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.

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.

These shares were held by Fortune View, which
was wholly owned by Ms. Hu Jianwen, a spouse
of Mr. Chen Riyue. By virtue of the SFO, Mr.
Chen Riyue was deemed to be interested in the
shares held by Fortune View.

EXBRERARAT
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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.

@F$“ﬁ#:?——¢ﬁﬂzﬁ
R B RERTE - +$$“
FRRTRABE  ARBAR

PR {E0.1058 T H) BB A 10 E
B S BRENER - RRTII B
Pt )BT o

B DA £ Pt B0 [ B HERR AT 81 | — 50
PREEIN - RARIBENARR R K
HBRBOEEZ Bty - HERD HE
# W RN A R RIRIR E 5 M
EI&DI%E 352 FRFNARBIMEE
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Substantial Shareholders’ Interests
in the Securities of the Company

As at 30 June 2020, 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

d Other Information

FERRREAQARAFSZN
R
R_ZE_ZTFXA=1+H " 3EM
EFHARAETBITHABRA
THATGEEZERARAREBITR
AB)ARBFF R HAEEDIE 336
KRSR AR IEEELMA -
FAEMRAMNEARAEEER
MEEAIWNRAEBE AR RE %
TTREAN 5% S LA FHYRERS ©

Company.
Number and class of Approximate
Capacity/ shares held in the Company shareholding
Name of Shareholder Nature of interest percentage (Note 1) percentage
AR RS REfL
BRRER 51/ RRME HERER (WaE1) AL
Gorgeous Rich (Note 2) Beneficial owner 191,250,000 ordinary shares of 38.25%
HK$0.10 each
Gorgeous Rich (ff{3£2) ERfAA 191,250,000 (R BRE &
010 T EEAR
Ms. Li Lifen (Note 2) Interest of spouse 191,250,000 ordinary shares of 38.25%
HK$0.10 each
PSR L (f12) RBER 191,250,000k BIREE
010 LM iRk
Golden Century (Note 3) Beneficial owner 93,750,000 ordinary shares of 18.75%
HK$0.10 each
Golden Century (Fif3£3) ERBAA 93,750,000 R B X EE
010BTMEER
Ms. Li Siyuan (Note 3) Interest of spouse 93,750,000 ordinary shares of 18.75%
HK$0.10 each
FRE (Fi:3) IEEm 93,750,000 R SR EE
010 THEER

Zhengye International Holdings Company Limited Interim Report 2020
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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
PR RS BESL
RRE® afh/BEME %8 RER (WEE1) Al
Leading Innovation (Note 4) Beneficial owner 75,000,000 ordinary shares of 15.00%
HK$0.10 each
Leading Innovation (Fff3£4) EREBA 75,000,000 R ERE &
010BTHEER
Ms. He Lijuan (Note 4) Interest of spouse 75,000,000 ordinary shares of 15.00%
HK$0.10 each
ARt (FizE4) B 75,000,000 B &R EE
0108 H Bk
RAYS Capital Partners Investment manager/ 47,542,000 ordinary shares of 9.50%
Limited (Note 5) Beneficial owner/ HK$0.10 each
Interest of controlled
corporation
RAYS Capital Partners wEEs/ 47,542,000 REREE
Limited (Ff3£5) BERBEN/ 0,108 EBK
REHERER
Mr. Ruan David Ching-chi Interest of controlled 47,542,000 ordinary shares of 9.50%
(Note 6) corporation HK$0.10 each
Ruan David Ching-chi 554 Xt EE R 47,542,000 85 REE
(Hite) 0108 LA BB
Asian Equity Special Opportunities - Beneficial owner 46,516,000 ordinary shares of 9.30%

Portfolio Master Fund Limited
(Note 5)

Asian Equity Special Opportunities  Z A A

Portfolio Master Fund Limited
GiED)
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Notes:

Zhengye International Holdings Company Limited

SET A=

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 2020.

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.

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.

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.
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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.

ZETFPHRE

5. Asian Equity Special
Opportunities Portfolio Master
Fund Limited ([ Asian Equity]) B
RAYS Capital Partners Limited &
BB It * RAYS Capital
Partners Limited 1 % # & Asian
Equity PTHEAR 7 80 2 B0 A 55 o

6. Ruan David Ching-chi’t & # &
RAYS Capital Partners Limited f&
i e Bt %R 5 % ARAYS
Capital Partners Limited FTH§ i 19
By RS o

Bt RS  SEE M ARRE
{ﬂﬁﬁﬁawﬁlﬁ’]*ﬁ 7~ R A 3
BERENREIRBEENZELM
A o

EXRRZERARA
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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 is Directors
of the Company may grant options to any
Directors, employees, suppliers, customers,
service providers, shareholder, advisors of any
member of the Group or any entity in which any
member of the Group holds and equity include 3
June 2011, 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.

Zhengye International Holdings Company Limited
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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.
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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 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.
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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 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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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.

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.
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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.

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.
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Audit Committee Review

The condensed consolidated financial
statements of the Group for the six months
ended 30 June 2020 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.

Zhengye International Holdings Company Limited
EXBRERARAT

EREESER

AERHEE-_T-_TEA=1+H
IERNEABEREERE SRR R
FBiz BEARRNEZZE S (A
BV IENITERMAR) FTEH -

HEMERSN

547 o 5 BB B 7 e 1B
AEEYL AR BB MR
o

Interim Report 2020
“E-TFhHRE



ZHENGYE

INTERNATIONAL

IE 52 [ P& 4% Bt 3 PR 2 &

ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED



