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Chairman’s Statement

ESRHEE

Dear Shareholders, B SRR -

On behalf of the board of directors (the “Board”), | am pleased HKAAZAREXEZTC(EEE)) MARZ

to present the annual results of Zhengye International Holdings (A% 2IRIEFEBEIERABR Q8 ([4AD

Company Limited (the “Company”, together with its subsidiaries, the T | EREME QA A SB[ AEEH]) H

“Group’) for the twelve months ended 31 December 2025 (the “Year’ Z_-_Z A&+ - A=+ —H1t+ =&

or the “Reporting Period”). AIXFE| [FRIKBEHNFE
i
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Chairman’s Statement (Continued)

EERHE (A

REVIEW

In 2025, the global economy experienced significant volatility amid
rising geopolitical tensions, uncertainties surrounding the United
States’ tariff policies, and persistent debt-related challenges, resulting
in an increasingly complex landscape characterised by heightened
risks and intertwined challenges. Against this backdrop of a complex
and evolving international environment marked by uncertainty, China
has continued to demonstrate strong strategic resilience and effective
governance. Supported by sound national policies, steady economic
growth and stable development expectations, China has continued
to advance the high-quality development of the Belt and Road
Initiative and, through concrete actions, contribute to sustainable and
balanced growth in the global economy.

During 2025, China’s paper manufacturing industry experienced a
complex operating environment amid macroeconomic fluctuations,
adjustments in supply and demand dynamics and the ongoing
advancement of green transformation initiatives. The corrugated
paper market, affected by shifts in supply and demand, cost
movements and policy-related factors, experienced a phased trend
characterised by an initial downturn, followed by a rebound and a
subsequent pullback. With additional production capacity gradually
coming on stream during the Year, structural overcapacity in the
industry persisted, although the overall market showed signs of
gradual improvement.

In 2025, China’s paper-based packaging industry continued
to accelerate its transition towards higher-quality development,
with technological innovations such as intelligent packaging and
biodegradable materials driving industry upgrading. During this period
of transformation, however, the sector was also affected by subdued
domestic consumption and uncertainties surrounding tariff policies.
As a result, China’s paper-based packaging and printing industries
are undergoing a new round of adjustment.

For the year ended 31 December 2025, the Group’s total revenue
was approximately RMB2,516,436,000 (2024: RMB2,435,830,000),
representing a year-on-year increase of 3.31%. The Group’s gross
profit was approximately RMB271,471,000 (2024: RMB293,879,000),
with a gross profit margin of approximately 10.79% (2024: 12.06%).
Profit attributable to the owners of the Company for the Year was
approximately RMB14,510,000 (2024: RMB36,392,000).
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Chairman’s Statement (Continued)

EERHE (A

The Group currently has paper manufacturing capacity of
approximately 900,000 tonnes. In 2025, by enhancing equipment
production efficiency, the Group maintained its competitive advantage
in low-grammage products and focused on cost reduction and
efficiency enhancement as well as high cost-performance products,
thereby achieving steady growth in its packaging paper business
for the Year despite the persistent supply-demand imbalance in the
industry. The Group’s packaging paper segment recorded revenue
of approximately RMB1,904,976,000, representing an increase of
approximately 9.42% from approximately RMB1,740,985,000 for
the corresponding period last year. Benefiting from the reduction in
various manufacturing costs following the improvement in production
efficiency of the paper manufacturing lines, the packaging paper
segment maintained profitability for the Year despite an 8.25% year-
on-year increase in the price of waste paper, its principal raw material.
As a result, the gross profit margin of the Group’s packaging paper
segment increased from approximately 8.67% for the corresponding
period last year to approximately 9.00%. The gross profit of the
packaging paper business for the Year increased by approximately
RMB20,660,000 as compared with the corresponding period of last
year.

In 2025, the Group’s paper-based packaging business was adversely
affected by a sharp decline in export orders from existing household
appliance customers due to the impact of tariff policies. The
resulting imbalance between production and sales led to a decline in
product selling prices. Although the Group had made early strategic
moves into new paper-based packaging business, it still faced
significant operating pressure amid intensifying competition in the
domestic market. For the Year, the Group’s paper-based packaging
business recorded revenue of approximately RMB611,460,000,
representing a decrease of approximately 12.00% from approximately
RMB694,845,000 for the corresponding period last year. The gross
profit margin of the Group’s paper-based packaging business
decreased to approximately 16.35% for the Year from approximately
20.58% for the corresponding period last year, representing a
decline of approximately 4.23%. The gross profit of the paper-
based packaging business for the Year decreased by approximately
RMB43,068,000 as compared with the corresponding period last
year. The paper-based packaging business recorded its first annual
loss in 2025.

The Group’s cash dividend for the Year is RMB1.00 cents per Share.
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Chairman’s Statement (Continued)

EERHE (A

PROSPECTS

Looking ahead to 2026, the global economy is expected to remain
affected by geopolitical tensions and uncertainties in trade policies.
The global economic landscape may become increasingly diversified
and fragmented, with overall growth anticipated to gradually
moderate. At the same time, the structure of global trade and the
drivers of economic growth are likely to undergo further changes,
while artificial intelligence is emerging as a key theme across global
industries and capital markets.

In 2026, China will continue to support economic development
through proactive monetary and fiscal policies, with a focus on
providing targeted support to enterprises affected by tariff policy
uncertainties and strategic emerging industries; accelerating the
development of high-end manufacturing and the digital economy; and
sustaining economic growth momentum. In particular, strengthening
the domestic market to offset external demand fluctuations, alongside
deepening opening-up to advance economic globalisation, will remain
key priorities.

In 2026, the transformation of the paper-based packaging industry is
expected to continue. Energy efficiency and clean energy utilization
will become essential survival capabilities for enterprises. The pace
of digitalization and intelligent manufacturing will accelerate, with
the construction of smart factories and the application of artificial
intelligence and digital systems, becoming key strategies for reducing
costs, improving efficiency, and addressing rising labor costs while
enhancing operational precision. Moreover, the importance of industry
chain collaboration will increase, shifting industry competition from
individual enterprises to the entire supply chain.

Looking ahead to 2026, the Group will continue to strengthen
its “investment in people” talent strategy and maintain strategic
confidence in its medium- to long-term prospects. While actively
responding to challenges, the Group will seize opportunities arising
from industry transformation and upgrading, promoting the paper-
based packaging industry’s systematic development toward a
greener and smarter future, underpinned by sustainable practices, the
deep integration of digital technologies, and evolving consumption
patterns.
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Chairman’s Statement (Continued)

Egﬁﬁ%(mﬁ)

Lastly, on behalf of the Board, | would like to express my sincere
gratitude to all employees for their dedication and contribution to the
Group. | would also like to extend our heartfelt appreciation to our
customers, suppliers, business partners and shareholders for their
continued support.

Hu Zheng
Chairman

Hong Kong, China
27 March 2026
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Management Discussion and Analysis

EEENWED T

BUSINESS REVIEW

In 2025, global tariff frictions re-emerged, geopolitical tensions
escalated, and persistent uncertainty surrounding trade policies,
coupled with heightened financial market volatility, continued to weigh
on the global economy. At a critical juncture marking the conclusion
of the 14th Five-Year Plan and the commencement of the 15th Five-
Year Plan, China’s economy faced ongoing challenges including the
transformation of the real estate sector, constrained fiscal capacity
among local governments, and intensified “inward competition” across
certain industries. The PRC government made coordinated efforts to
mitigate risks in key areas while leveraging fiscal and monetary policy
tools in tandem. Policy measures aimed at supporting household
income, stimulating consumption, and expanding investment were
progressively strengthened. Consequently, China’s economy
maintained an overall trajectory of recovery and improvement, though
its foundations still required further consolidation. Nonetheless, the
long-term fundamentals underpinning sustained growth remained
intact.

Throughout 2025, the corrugated paper market was shaped by the
combined influence of supply and demand dynamics, macroeconomic
conditions and evolving cost structures. Prices followed a three-stage
trajectory characterised by an initial decline, subsequent rebound
and eventual retreat, culminating in a moderate overall recovery for
the Year. In early 2025, newly commissioned production capacity
in the corrugated paper market was continuously released, and
domestic paper mills resumed normal operations, keeping supply at
elevated levels. However, reciprocal tariff measures imposed by the
United States adversely affected China’s manufacturing products
exports, while the downstream packaging paper market entered its
seasonal off-peak period. As a result, corrugated paper inventories
accumulated steadily, intensifying market imbalances and driving
prices rapidly downward until they reached historical lows in early
July 2025. Entering the third quarter, market conditions reversed.
The supply of waste paper, being the raw material, tightened and
prices continued to rise. Coupled with the introduction of domestic
“anti-involution” policies and stronger seasonal demand, corrugated
paper prices entered an upward cycle. However, towards the end of
the Year, market conditions shifted again. Following a brief period at
elevated levels, corrugated paper prices retreated, while the structural
imbalance between supply and demand in the industry remained
unchanged.
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Management Discussion and Analysis (Continued)

EEE wWE D ()

In 2025, the paper-based packaging market remained characterised
by oversupply and intense competition amid a sluggish global
economic recovery and a stilll-weak rebound in domestic
manufacturing demand. As demand for paper-based packaging in
industries such as household appliances and furniture stayed at a low
level and was further affected by uncertainty in tariff policies after May
2025, the Group recorded a decrease in paper-based packaging
business orders from existing household appliance customers,
accompanied by a decline in selling prices The Group responded
proactively by stepping up the development of new customers and
expanding new business in the paper-based packaging segment.

Packaging Paper Segment

The Group’s packaging paper products primarily comprise corrugated
medium paper and craft paper. The Group produces high-strength
corrugated medium paper ranging from 42 g/cm? to 140 g/cm?,
and craft paper ranging from 70 g/cm? to 140 g/cm2. Apart from
a portion used internally as raw materials for the Group’s paper-
based packaging production, the majority of these products are
sold to cardboard manufacturers and carton packaging companies
located in the Pearl River Delta region of Guangdong Province. The
Group’s packaging paper customers are mainly distributed across
Guangdong, Jiangxi, Fujian and Chaoshan region. The Group’s
packaging paper segment serves approximately 400 customers in
total.

Despite significant price volatility in paper products arising from
macroeconomic conditions and supply-demand imbalances, the
Group’s packaging paper business remained committed to enhancing
market competitiveness through innovative low-grammage, high-
strength corrugated medium paper products in 2025. Concurrently,
the Group continued to improve paper machine production
efficiency to reduce manufacturing costs while actively managing
energy expenses. These initiatives enabled the Group’s packaging
paper segment to address industry transformation challenges and
opportunities with more cost-competitive offerings. As a result, the
Group’s packaging paper business achieved stable revenue growth
during the Year and maintained profitability amid a challenging market
environment.
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Management Discussion and Analysis (Continued)

EEER WD ()

For the year ended 31 December 2025, the Group’s packaging paper
business recorded revenue of approximately RMB1,904,976,000,
representing an increase of approximately RMB163,991,000 or
9.42% as compared with approximately RMB1,740,985,000 for
the corresponding period last year. The gross profit margin of the
packaging paper business increased from approximately 8.67% for
the Year 2024 to approximately 9.00% for the Year, with the gross
profit increasing by approximately RMB20,660,000 compared to
Year 2024. The Group’s packaging paper business achieved steady
growth in 2025.

Paper-based Packaging Segment

The Group’s paper-based packaging products include craft box,
color printing box, honeycomb paper products and exquisite
color box packaging. These products will continue to serve major
home appliance companies, large manufacturing enterprises in the
food sector, fast-moving consumer goods (“FMCG”), high-end
manufacturing enterprises in sectors such as high-tech electronic
products and daily chemical and cosmetic products. The Group
remains committed to ensuring high-quality product supply and
excellent after-sales service, aiming to enhance customer trust, gain
the favor of multiple brand customers and maintain long-term stable
cooperation.

In 2025, the Group’s paper-based packaging business experienced
a challenging year, affected by overcapacity and uncertainties in
trade policies. The expansion of new packaging business lines also
led to additional equipment investments and increased depreciation
expenses. Although the cost of base paper, being the primary raw
material for the paper-based packaging business, decreased during
the Year, the gross profit margin of the paper-based packaging
business decreased from approximately 20.58% for the Year 2024
to approximately 16.35% for the Year, representing a decline of
approximately 4.23%. The gross profit of the paper-based packaging
business decreased by approximately RMB43,068,000 year-on-
year, and the segment recorded a loss for the first time in 2025.
Towards the end of 2025, with the arrival of the traditional peak
season for paper-based packaging business, product selling prices
started to rebound. The Group’s paper-based packaging business
was expected to gradually stabilise, reverse the downward trend, and
return to profitability.
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Management Discussion and Analysis (Continued)
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The Group’s paper-based packaging business recorded revenue
of approximately RMB611,460,000 for the Year, representing
a decrease of approximately 12.00% from approximately
RMB694,845,000 for the Year 2024. Revenue from craft box,
color printing box, honeycomb paper products and exquisite color
box packaging amounted to approximately RMB413,891,000,
RMB86,763,000, RMB74,214,000 and RMB36,592,000 respectively
(2024: RMB439,159,000, RMB139,765,000, RMB81,093,000 and
RMB34,828,000 respectively). The decrease was mainly due to the
decline in orders from existing household appliance customers and
the decrease in selling prices.

Breakdown of the Group’s principal activities

AEBERDESHBAFEHB/BALA
R #611,460,000T RZZE_WMFHAR
#5 694,845,000 7C T P& #912.00% ° E A 4 &
WMAE - REANE BEREAMBERTE
BEKADBH A ANRME413,891,0007T
A R #86,763,0007C © A R #74,214,000
T M A R #36,592,0007T ( = & — I £ :
o Bl B A R #439,159,0007T * A K ¥
139,765,000 T + A R #81,093,0007T & AR
#634,828,0007L) c Z THETZHRERAR
BEFPMFIERDARHEEERE TBATE -

REBEEFXBHAMA

2025 2024
“EC-RF —E -
Percentage Gross Percentage Gross
of total profit of total profit
Turnover revenue  margin Turnover revenue margin
-1 ON (EECEON
EEE BAkk EA=E EEE B EME
RMB’000 % % RMB’000 % %
AR® T % U ARET T % %
Packaging paper BER
Corrugated medium paper AA FAB R4
grade AA LR 1,633,732 64.92 1,619,343 66.47
Corrugated medium paper C grade  FL 4% /5 4%
C# 25 0.00 174 0.01
Craft paper FRH 271,219 10.78 121,468 4.99
Subtotal NEE 1,904,976 75.70 9.00 1,740,985 71.47 8.67
Paper-based packaging products 4 & & % & @
Craft box ] 413,891 16.45 439,159 18.02
Honeycomb paper B A B 74,214 2.95 81,093 3.34
Color printing box FENAE 86,763 3.45 139,765 5.74
Color box packaging rapk 36,592 1.45 34,828 1.43
Subtotal NEE 611,460 24.30 16.35 694,845 28.53 20.58
TOTAL st 2,516,436 100.00 10.79 2,435,830 100.00 12.06
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EEEWED (&)

Turnover by customers for paper-based packaging
products

2024

—E-HF —E_mF
Percentage Percentage
of total of total
Turnover revenue Turnover revenue
AW A (=R N
BXEE Batk = ERa=¢
RMB’000 % RMB’000 %
AR T U ARETF T %
Home appliance packaging K &8 2 446,028 72.94 560,930 80.73
FMCG packaging RHmBE 149,015 24.37 97,230 13.99
Other Hh 16,417 2.69 36,685 5.28
TOTAL Fo 611,460 100.00 694,845 100.00

Capacity and Capacity Utilisation Rate

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

ERERERNAR

AEEBREMA —BILONTBERRE
¥ REPREHMHREEMAOK BEEE
E AARRKERNEEBERBEHN U
RBRTTER -
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Management Discussion and Analysis (Continued)
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Packaging paper

The main production base of packaging paper is located in
Zhongshan city and Jiangxi province. For the year ended 31
December 2025, the Group had 8 packaging paper production lines
with a total designed annual capacity of 900,000 tons, making the
Group one of the leading packaging paper producers in Guangdong
region. The Group always attached emphasis on improvement of
production efficiency and optimisation of plant management. During
the Year, the Group adopted the performance indicator approach
to manage the packaging paper production lines, continuously
improving production volume and capacity utilisation rate.

2025
—E-FEF
Planned Actual
operation operation
FFEIET BRET
(hours) (hours)
(/NEF) (/NE)
Zhongshan Yong Fa AR 1Ly sk &
No. 1 paper machine  18% & 4% # 8,760 6,948
No. 2 paper machine  28f & 4% # 8,760 7,944
No. 3 paper machine  35% i 4% # 8,760 7,908
No. 5 paper machine 5% & 4t # 8,760 7,973
Hung Hing 5
No. 1 paper machine 1 8 i 4% # 8,359 7,778
No. 2 paper machine  25% i& 4 i 8,426 7,654
No. 3 paper machine  35% i 4 1 8,417 7,647
Zhengyi EfE
No. 1 paper machine 1 5% 3 4% # 8,400 7,822

Paper-based packaging

For the year ended 31 December 2025, the Group had a total of 5
production lines (including 3 corrugated cartons production lines and
2 honeycomb paper products production lines) which are mainly
located in three cities including Zhongshan, Zhuhai and Wuhan. The
Group’s planned annual capacity for corrugated cartons reached
298,323,000 square meters; whereas that yearly planned capacity
for honeycomb paper products was 11,008,000 square meters.
The Group’s comprehensive production deployment enables it to
generate synergies in terms of production costs, industrial chain
integration, and customer service, which in turn enhanced the overall
operational efficiency.

ANNUAL REPORT 2025 | —ZE=HFFH
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2024
—TomEF

Effective Planned Actual Effective
(=1(=1| operation  operation rate
CRRIES ETEIEST BRET O BITAHE
(%) (hours) (hours) (%)

(%) (/]NBF) (/]NBF) (%)
79.32 8,784 8,061 91.77
90.68 8,784 7,349 83.66
90.27 8,784 7,664 87.25
91.02 8,784 8,070 91.87
93.05 8,117 7,429 91.52
90.84 8,328 7,524 90.35
90.85 8,335 7,480 89.74
93.12 8,296 7,744 93.35

ME B

BE_Z_AF+_-_A=+t—RHLEE"
AEBHARABKEER(EIGRIBEM
FERIGEEREMEER) T2
BRI KE RE=ZEWNT AEER
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Management Discussion and Analysis (Continued)
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2025 2024
b Sl RS —ZomE
Yearly Capacity Yearly Capacity
Numbers of Design Planned Actual utilisation Design Planned Actual utilisation
i@ Capacity  Capacity Capacity rate Capacity Capacity ~ Capacity rate
SEHE BEGESE 1 UL RN Rt Ee FitEESR BRER ERARX
’000 sg.m. 000 sq.m. ’000 sq.m. (VA8 '000sg.m.  '000sq.m. '000sq.m. (%)
FEER  FEHEX FEAK AN TIERR  FIERK FERXK (%)
1. Paper plate process - BRIF
Zhongshan Fl
New No. 2 corrugated cartons GPA R
production line EER 1 184,140 78,175 1,113 1.42 184,140 78,175 71,737 91.76
New No. 1 corrugated cartons AL
production line EER 1 262,829 121,306 79,704 65.70 262,829 121,306 5,707 4.70
Zhuhai %8
No. 11 corrugated cartons NERBHS
production line EER 1 150,660 98,842 65,157 65.92 150,660 98,842 72,926 73.78
2, Printing process — HRIF
Watermark printers IKEDED il %
Zhongshan Fil 12 NATER 88,958 62,300 7003 NATER 83958 51,832 58.27
Zhuhai %8 10 NATEA 101,964 58,640 5751 NATER 101,964 65231 63.97
Colormark printers FEDRI%
Zhongshan Hil 3 NATEA 29723 14,422 4852 NATER 29,723 21,930 73.78
Color box printers FROm%
Zhongshan il 2 NATER 32,091 11,562 3603 NAT#EMA 32,091 9,648 30.06
3. Production of honeycomb = £EEBELER
packaging products
Zhongshan Fil
No. 7 honeycomb paper TREBHED
product production line EER 1 4,312 4,312 2,714 62.94 4312 4,312 2,835 65.75
Wuhan nE
No. 14 honeycomb paper URETREM
product production line EER 1 6,696 6,696 3,342 49,91 6,69 6,696 3,659 54.64

TOTAL  cartons packaging Bt MEEEER

products
corrugated cartons Rip A

production lines EER 3 597,629 298,323 145,974 48.93 597,629 298,323 150,370 50.41
water mark printers KENEN R 2 NATER 190,922 120,940 63.35 NATEM 190922 117,063 61.31
color mark printers T ENED Rl 4 3 NATER 20723 14,422 4852 NATEFE 20723 21,930 73.78
color box printers ¥ e R 2 NATER 32,091 11,562 3603 NATHEE 32,091 9,648 30.06
honeycomb paper BEARD

product
honeycomb paper BELHG

product production EER

lines 2 11,008 11,008 6,056 55.01 11,008 11,008 6,494 58.99
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BB w5 2 AT ()

PROSPECTS

Looking ahead to 2026, uncertainty is expected to remain the defining
characteristic of the global economy, which will likely continue to
experience subdued growth amid major-power rivalry and associated
geopolitical conflicts, elevated debt levels and technological
transformation. These factors are, however, anticipated to catalyse
a structural rebalancing of global supply-demand dynamics, industry
configurations and resource allocation, thereby laying the foundation
for a new phase of global economic expansion.

China’s economy is anticipated to navigate a landscape of concurrent
opportunities and challenges in 2026. Principal opportunities arise
from the forward-looking strategic framework of the 15th Five-
Year Plan and policy measures primed for timely deployment, while
enduring headwinds-such as a prospective deceleration in exports
and the propagation of risks from the real estate sector-persist. Within
this intricate environment, China’s economy is expected to advance
methodically by buttressing its competitive advantages in traditional
industries and market scale, while proactively nurturing novel
growth engines via technological innovation and domestic demand
expansion. This strategic orientation will engender the intelligent,
green and integrated upgrading of industries, thereby underpinning
higher-quality and more sustainable development.

Recent “anti-involution” policy directives are anticipated to expedite
structural adjustments across the packaging paper industry,
constituting a pivotal pillar in the rebalancing of supply and demand
dynamics. Capacity expansion within China’s packaging paper
sector has substantially concluded by 2025, with future enterprise
growth expected to moderate significantly. Amid prevailing intense
market competition and pronounced product homogenisation,
surmounting these challenges will require a strategic pivot towards
high-end, differentiated production capacity. The industry is
projected to attain supply-demand equilibrium principally through
price volatility and the mechanism of enterprise survival of the fittest.
The year 2026 is poised to represent a critical inflection point in this
rebalancing process, with paper product prices anticipated to emerge
progressively from their current depressed levels.
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Management Discussion and Analysis (Continued)
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For 2026, the Group will maintain its steadfast commitment to its
core packaging paper and paper-based packaging businesses,
guided by a long-term strategic perspective. Through value
innovation and business model reconfiguration, the Group will embark
upon a transformative phase of development. Strategic initiatives
encompassing cost control, structural optimisation and intelligent
transformation will enable the Group to harness opportunities
and address challenges during China’s paper-based packaging
industry’s pivotal transition from scale-driven expansion to quality-
led advancement, thereby establishing a robust foundation for the
Group’s enduring long-term growth.

FINANCIAL REVIEW

For the year ended 31 December 2025, the revenue of the Group
was approximately RMB2,516,436,000 (2024: RMB2,435,830,000),
representing an increase of approximately 3.31% as compared to
the corresponding period last year, due to the sales revenue from
packaging paper segment increased by approximately 9.42%.

The Group’s gross profit margin in 2025 was approximately 10.79%
(2024: 12.06%), representing a decrease of approximately 1.27%
as compared to the corresponding period last year. This was mainly
attributable to a significant year-on-year decline of approximately 4.23%
in the gross profit margin of the Group’s paper-based packaging
segment.

For the year ended 31 December 2025, profit attributable to the
owners of the Company was approximately RMB14,510,000.

Cost of sales

The Group’s cost of sales increased from approximately
RMB2,141,951,000 for the Year 2024 to approximately
RMB2,244,965,000 for the Year, representing an increase of
approximately 4.81%.

Packaging paper

The cost of sales of packaging paper for the year ended 31
December 2025 was approximately RMB1,733,454,000 (2024
RMB1,590,123,000), representing an increase of approximately 9.01%.
This was mainly driven by an increase of approximately 9.42% in
revenue from packaging paper segment for the Year.
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Paper-based packaging

The cost of sales of paper-based packaging for the year ended
31 December 2025 were approximately RMB511,511,000 (2024:
RMB551,828,000), representing a decrease of approximately 7.31%.

Gross profit and gross profit margin

The gross profit for the Year was approximately RMB271,471,000,
representing a decrease of approximately 7.62% from approximately
RMB293,879,000 for the Year 2024. The gross profit margin
decreased from approximately 12.06% for the Year 2024 to
approximately 10.79% for the Year, primarily due to a significant year-
on-year decline of approximately 4.23% in the gross profit margin of
the Group’s paper-based packaging segment.

Packaging paper

For the Year, the gross profit from packaging paper business
was approximately RMB171,522,000 (2024: RMB150,862,000),
representing an increase of approximately 13.69%. The gross
profit margin for the Year was approximately 9.00% (2024: 8.67%),
increased by approximately 0.33%.

Paper-based packaging

For the Year, the gross profit from paper-based packaging business
was approximately RMB99,949,000 (2024: RMB143,017,000),
representing a decrease of approximately 30.11%. The gross profit
margin for the Year was approximately 16.35% (2024: 20.58%),
decreased by approximately 4.23%.

Other income, other gains and losses

Other income, other gains and losses of the Group mainly
included interest income of approximately RMB3,120,000
(2024: RMB2,858,000), government grants of approximately
RMB75,745,000 (2024: RMB70,997,000), gain on disposals of
investment properties, net of approximately RMB15,367,000
(2024: RMB12,835,000) and net amount of exchange losses of
approximately RMB409,000 (2024: RMB446,000).

Distribution and selling expenses

The distribution and selling expenses of the Group decreased by
approximately 3.58% to approximately RMB85,221,000 for the Year
from approximately RMB88,381,000 for the Year 2024. During the
Year, the distribution and selling expenses mainly included salaries of
salesmen, transportation costs and business promotion expenses.
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Administrative expenses

Administrative expenses of the Group increased by approximately 3.77%
to approximately RMB138,204,000 for the Year from approximately
RMB133,183,000 for the Year 2024. The administrative expenses
mainly included salaries of management, staff welfare, rent, surtaxes
and depreciation.

Finance costs

Finance costs of the Group increased by approximately 4.55% to
approximately RMB46,316,000 for the Year from approximately
RMB44,302,000 for the Year 2024, mainly due to the increase in the
Group’s bank and other borrowings during the Year.

Research and development expenses

Research and development expenses of the Group decreased by
approximately 4.98% to approximately RMB82,369,000 (approximately
3.27% of revenue) for the Year from approximately RMB86,688,000
(approximately 3.56% of revenue) for the Year 2024.

Net profit and total comprehensive income for the Year

The Group recorded a net profit and total comprehensive income
of approximately RMB17,746,000 for the Year as compared to
that of approximately RMB41,304,000 for the Year 2024. The
decrease was mainly attributable to a substantial year-on-year
decline of approximately RMB43,068,000 in the gross profit of the
Group’s paper-based packaging business. Although the packaging
paper segment recorded a year-on-year increase in gross profit of
approximately RMB20,660,000, the Group’s overall gross profit
decreased by approximately RMB22,408,000.

DIVIDENDS

The Board has recommended, subject to the approval of the
Shareholders at the annual general meeting of the Company (the
“AGM”), the payment of a final dividend of RMB1.00 cents (equivalent
to HKD1.12 cents) per Share for the year ended 31 December 2025 (2024:
a final dividend of RMB2.00 cent per Share) to those Shareholders
whose names appear on the register of members of the Company on
Thursday, 2 July 2026. The recommended final dividend, if approved
at the AGM, will be paid in Hong Kong dollars. The RMB to Hong
Kong dollar exchange rate for the final dividend calculated using the
opening indicative counter buying telegraphic transfer rate for off-
shore RMB of The Hong Kong Association of Banks announced
on 27 March 2026. The final dividend is expected to be paid on or
around Monday, 13 July 2026.
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LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

In 2025, the Group’s main sources of funding were cash generated
from operating activities and bank and other borrowings.

RBEE MBERRELNER

R-ZE_AF AEENTBESXKERER
REFHELENRSURRITREMER -

2025 2024

—E_FF —E-MF

RMB’000 RMB’000

AR® TR AREF T

Net assets BEFH 1,410,560 1,406,942

Bank balances and cash RITEBR RIR S 188,441 187,379

Total borrowings Bz 1,386,128 1,038,684
Equity attributable to the owners of RATHEE AEIE#EZ

the Company 1,124,938 1,120,428

Current ratios mEh & 1.01 1.18

Net gearing ratio* FEEAMGBHE 97.58% 70.23%

* The net gearing ratio is calculated as net borrowings divided by equity attributable ~ * FEEBBLEREFFERIARREES AR

to the owners of the Company, in which the net borrowings are calculated as total
bank and other borrowings less pledge deposits and bank balances and cash.

Cash flow

For the year ended 31 December 2025, the net cash outflow from
operating activities amounted to approximately RMB205,930,000,
while in 2024, net cash outflow of approximately RMB417,901,000
was recorded. For the year ended 31 December 2025, the net cash
outflow used for investing activities amounted to approximately
RMB198,626,000, mainly including capital expenditures paid for the
acquisition and construction of long-term assets of the enterprise.

For the year ended 31 December 2025, the net cash inflow from
financing activities amounted to approximately RMB405,618,000,
mainly including the income from borrowing obtained in the course of
business activities of the enterprise and expenditures for repayment
of borrowings. For the year ended 31 December 2025, the net cash
inflow of the Group amounted to approximately RMB1,062,000 (2024:
net cash outflow of RMB66,536,000).

EREE EREFFRARTREMERE
EMRERTHRERTERRRSRAESS -

HERE
HE_ZT-_AF+A=+—HBL*HF
E RETHHESRLFEHNAARE

205,930,000t * M = Z W F E | & i i
FEAH A ANREEA417001,000L HE-F
TEF+ A=+ HUEFE BKEED
FrAE & mHFELH A AREK198,626,000
T EERREERECERBEEMI AN
BEARFAR -

HE_-_ZT-_AF+_BA=Z+—HL®=F
E REZHBESRAFEONRARE
405,618,000 F EBRIELC XKLL F &
FREBEERHBAREBEEROHILE - &
EFT_AF+ZA=ZF+—BHLFE XK

SEERER @%%%AE%w&mo
T(ZE-_NE - BERHFIEARE
66,536,0007T) ©
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The IFRS Interpretation Committee (IFRIC) meeting in December
2020 has made an agenda decision on the impact of the application
of financial reporting standard in cash flows. It clarified how to present
the liabilities for the payment of goods or services received and the
settlement-related cash flow generated by the supplier financing
arrangement under the consolidated statement of financial position
and the consolidated statement of cash flows. The direct settlement
of trade-related payables by the relevant financier constitutes a non-
cash transaction. Subsequent settlement between the entity and the
financier shall be regarded as repayment of borrowings and reported
under the financing activities item in the consolidated statement of
cash flows. The agenda decision also includes content that in the
context of supplier financing arrangements, the accounting policies
related to the presentation of the consolidated statement of cash
flows have been reassessed. When the bills discount arrangement
does not meet the conditions for derecognition of receivables,
it will be presented in cash inflow from financing activities in the
consolidated statement of cash flows.

For the year ended 31 December 2025, the net cash from
operating activities would have been increased by approximately
RMB312,886,000 (2024: RMB473,712,000) and the net cash from
financing activities would have been decreased by approximately
RMB312,886,000 (2024: RMB473,712,000), if the Group has not
applied the accounting policies.
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The following table is prepared by the Management showing what
the consolidated statement of cash flows for the year ended 31
December 2025 and 2024 would have been if the Group has not

applied the accounting policies:

TREEREME ¥ REARER
RARSEHEE BE_F-AER-
oM+ ASH-BLEEGEARS
REREOER

2025 2024
—E_FREF —TUF
RMB’000 RMB’000
AR T AREFIT
OPERATING ACTIVITIES RETH
Profit before tax B B¢ A& A 24,640 33,069
Adjustments for: AT SFEELAE
Finance costs & A A 46,316 44,302
Interest income MEWA (3,120) (2,858)
Impairment losses (reversed) recognised on BB 5 & H h pE UG IE (8 E)
trade and other receivables, net ERABEBE R (1,134) 961
Depreciation of property, plant and equipment 1% - BB &R & T E 115,871 113,106
Depreciation of investment property KEEEERTE 569 —
Depreciation of right-of-use assets FREEENE 8,709 9,073
Amortisation of intangible assets | & B 4,126 3,618
(Gain) loss on disposals of property, plantand & W3 - BE K& (W)
equipment, net [Ri=Ri- (782) 2,527
Gain on disposal of investment property &R E MR E s (15,367) (12,835)
Government grants amortised from deferred LA S RE Wi A 85 #) IR AT 4 B
income (3,848) (3,764)
Operating cash flows before movements in BEEAEHHILLHSRE
working capital 175,980 187,199
(Increase) decrease in inventories FEGgm) > (18,602) 4,354
Increase in trade and other receivables 5 & H b YR IE E N (481,088) (551,814)
Increase in borrowings relating to BRI R EE 2 E5REmM
discounted bills receivables 312,886 473,712
(Increase) decrease in contract assets A HEE GG R (4,627) 243
Increase (decrease) in trade and other payables & 5 K E {th & 1~ Fk 28 38 o0 G 4) 119,100 (48,548)
Increase (decrease) in contract liabilities AHBaELIMCRD) 4,210 (5,177)
Increase (decrease) in amounts due to directors  F& {~H & % 7k 18 38 41 Gl 4) 25 (2,580)
Cash generated from operations KEEBHMERG 107,884 57,389
Income tax paid BT TSR (928) (1,578)
NET CASH GENERATED FROM OPERATING & & Z 8 TSR & FH
ACTIVITIES 106,956 55,811
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2025 2024
—_E_HEHF —ZE_NF
RMB’000 RMB’000
AR® TR AREFT
INVESTING ACTIVITIES REZD
Interest received 2 U F B 3,120 2,858
Proceeds on disposal of property, plant and LEME BMEREKFEAERIE
equipment 4,792 4,976
Proceeds from disposal of investment properties H & 1% & 14 & ith & Ff 1§ 18 59,478 17,410
Purchases of property, plant and equipment BEWME BELKE (130,722) (133,538)
Deposits paid for acquisition of property, BEME BMELAEERNZS
plant and equipment (19,377) (43,387)
Additions to investment properties REREMFEHE (79,377) (53,724)
Purchases of intangible assets BEERLEE (2,825) (312)
Consideration paid for acquisition of a subsidiary 1 Bt B 2 &) pr - X (B - (91,140)
Placement of pledged/time deposits BFABEMR EHER (197,644) (103,611)
Withdrawal of pledged/time deposits B EEAEHER 162,122 132,523
Receipt of government grant relating to 2 W FE R &) & 2= 4R B8 U AL
non-current assets 1,807 —
NET CASH USED IN INVESTING ACTIVITIES REZESHFFAR LS FE (198,626) (267,945)
FINANCING ACTIVITIES AEEE
Interest paid 2 H B (47,841) (44,302)
Dividend paid B E (10,000) (5,000)
Dividend paid to non-controlling interests EENESEY S EN (4,128) —
Repayment of bank and other borrowings EBEBITRHEME ?7\ (660,345) (682,022)
Repayments of lease liabilities EBEHEasE (9,333) (5,140)
New bank and other borrowings raised g7 R H AL E R 824,379 882,062
NET CASH GENERATED FROM FINANCING @ EZE SR & FHE
ACTIVITIES 92,732 145,598
NET INCREASE (DECREASE) INCASHAND R & RkE&ZEWIE L)
CASH EQUIVALENTS B 1,062 (66,536)
CASH AND CASH EQUIVALENTS ReRASEEY
AT 1 JANUARY m—H—H 187,379 253,915
CASH AND CASH EQUIVALENTS REeRACEEY
AT 31 DECEMBER R+=-—A=+—8H
represented by bank balances and cash ERTEBRES 188,441 187,379
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Inventories

As at 31 December 2025, the inventories of the Group increased
by approximately 6.44% to approximately RMB213,423,000
as compared to the inventories balance of approximately
RMB200,510,000 as at 31 December 2024. During the Year, the
inventory turnover day was approximately 33 days (2024: 34 days),
remaining at a normal level.

Trade receivables not backed by bills

As at 31 December 2025, the trade receivables not backed
by bills amounted to approximately RMB481,789,000 (2024:
RMB425,270,000). The Group grants credit terms of 30 to 180
days to paper-based packaging customers and 30 to 45 days to
packaging paper customers. The trade receivables turnover days was
approximately 65 days (2024: 55 days).

Trade receivables backed by bills

As at 31 December 2025, the trade receivables backed by
bills amounted to approximately RMB300,889,000 (2024:
RMB204,208,000).

Trade payables

As at 31 December 2025, the trade payables amounted to
approximately RMB136,117,000 (2024: RMB202,306,000). Most
suppliers grant the Group credit terms ranging from 30 to 120 days.
The trade payables turnover days was approximately 27 days (2024:
39 days).

Borrowings

As at 31 December 2025, the Group’s bank and other borrowings
balance amounted to approximately RMB1,386,128,000 (2024:
RMB1,038,684,000). The increase was mainly attributable to the
increase in the Group’s trade receivables not backed by bank bills,
as well as additional funding demand arising from the purchase
of equipment for the expansion of new paper-based packaging
business.

As at 31 December 2025, details of the Group’s borrowings are set
out in Note 27 to the consolidated financial statements.
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Gearing ratio

As at 31 December 2025, the gross gearing ratio was approximately
43.91% (2024: 36.12%), which was calculated on the basis of the
total amount of bank and other borrowings as a percentage of the
total assets. The net gearing ratio was approximately 97.58% (2024
70.23%), which was calculated on the basis of the amount of bank
and other borrowings less pledged/time deposits and cash and bank
balances as a percentage of the shareholders’ equity.

Pledge of assets

As at 31 December 2025, the Group pledged certain assets
with carrying value of approximately RMB609,927,000 (2024:
RMB599,729,000) as collateral for the Group’s borrowings.

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 Board, however, will
monitor foreign exchange rate closely and consider entering into
foreign currency hedging arrangement should the need arise. Details
are set out in Note 39 to the consolidated financial statements.

CAPITAL COMMITMENTS

As at 31 December 2025, the Group’s capital commitments
(including the contracted and authorised capital commitments) were
approximately RMB73,349,000 (2024: RMB176,628,000). All the
capital commitments were related to purchase of property, plant and
equipment and investment properties.

CONTINGENT LIABILITIES

As at 31 December 2025, the Group had no significant contingent
liabilities or litigation or arbitration of material importance.
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SIGNIFICANT INVESTMENTS HELD, MATERIAL
ACQUISITION AND DISPOSALS, AND FUTURE
PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

Save as disclosed in this report, there were no other significant
investments held, no material acquisitions or disposals of subsidiaries
and associates during the Year, nor was there any plan authorised by
the Group for other material investments or additions of capital assets
during the year ended 31 December 2025 and up to the date of this
report.

HUMAN RESOURCE MANAGEMENT

The Group had 2,478 employees as at 31 December 2025 (2024:
2,705 employees), in which approximately 510 were engineers and
technical staff or employees with higher education backgrounds.
The staff costs amounted to approximately RMB302,931,000 for the
year ended 31 December 2025 (2024: RMB308,669,000). The table
below shows the number of employees of the Group by function as
at 31 December 2025:

BFEEARE -EABREBRHE
ugik&§j§$ﬁéxim
8

BAREFREEN RAFE - FEH

VERFEEBERRE  TEEANRERX
hEMBAREBEZRAR BE_F_A
F+-_A=t-RALFEREEAHREA
B AKETERBETAASETELE
REERRNEEREE °

ADERERE

RZE-_AF+-A=+—H AEEH
2478 BE(ZZT W4 : 2,706%EE) -
éé?EP,%@510%7%I$faﬂiwézm/\;&ﬂﬁ
BEYEEENREE -HE-_ZT-_AFt+
:Her—ElJtiFE’Jé-\IﬁMK}JﬁA
R #302,931,000c(Z T WM F: ARK
308,669,0007C) c NEHIN N T R F
+Z A=+ —BAEEZRBEESNES
A :

Percentage

Number of of total number

employees of employees

HEEAEW

Function B3k B EE®A Bok

Management and Administration BIERIT 340 13.72%

Sales and Marketing HE R 118 4.76%
Research and Development in Technology and % i # 2% & T 72

Engineering 345 13.92%

Production and Quality Control FEEREEE 1,675 67.60%

Total A&t 2,478 100.00%

The Group offers remuneration packages determined by referenceto  AEELBE TR XKH BXEHLE

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.

BMHETREHEHFMIR RS NEEME
MBEEERETEANGERA B - NEEHIT
AERFERETRFEEEEI RAIFEN
BEXERKE -
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The Company has adopted the Share Award Scheme with a primary A AR 2 EARH EETE T EE N2
purpose of motivating our employees and other eligible persons BEBAX (D HENFHEHBIE T R E M A BHK
entitled under the Share Award Scheme to further contribute to the A+ IEAHEUAEENEE L EEHE
Group and to reward them for their contribution to the Group. LR B R TR -
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The directors of the Company are pleased to present the corporate
governance report in the annual report of the Company for the year
ended 31 December 2025.

.

The Company is committed to maintaining high standards of
corporate governance to safeguard the interests of the Shareholders
and to enhance corporate value and accountability. The Company
had adopted and applied the Corporate Governance Code (the “CG
Code”) contained in Appendix C1 to the Listing Rules and, to the
best knowledge of the Directors, the Company has complied with all
applicable code provisions (the “Code Provision(s)”’) under the CG
Code for the year ended 31 December 2025.

The amendments to the CG Code came into effect on 1 July 2025
and the requirements under the new CG Code will apply to the
corporate governance reports and annual reports of the Company
for the financial years commencing on or after 1 July 2025. The
Company will continue to review and enhance the corporate
governance practices to ensure compliance with the new CG Code
and align with the latest developments.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix C3 to the Rules Governing the Listing of Securities
(the “Listing Rules”) as its own code of conduct regarding securities
transactions by the Directors. Upon specific enquiry conducted by the
Company, each of the existing Directors confirmed that he/she had
complied with the required standards as set out in the Model Code
throughout the Year.

BOARD OF DIRECTORS

Board Composition

The board of directors (the “Board”) of the Company has a balance
of skill and experience and a balanced composition of Executive and
Non-executive Directors, the overall management of the Company’s
business was vested in the Board. The Board has delegated the day-
to-day management of the Company’s business to the executive
management team, and focuses its attention on matters affecting the
Company’s overall strategic policies, finances and shareholders. As at
31 December 2025, the Board comprised nine members, consisting
of (i) five Executive Directors namely, Mr. Hu Zheng (Chairman), Mr.
Hu Hancheng (Vice Chairman), Mr. Hu Hanchao, Mr. Hu Jianpeng
and Ms. Chen Wei; (i) one Non-Executive Director namely, Ms. Hu
Jianwen; and (iii) three Independent Non-executive Directors namely,
Mr. Au Yeung Po Fung, Mr. Chung Kwok Mo John and Mr. Liew
Fui Kiang. The Directors are well-versed in respective areas such as
knowledge and technical know-how of paper-making and packaging
industries, accounting and finance and business management. The
Board as a whole has achieved an appropriate balance of skills and
experience. The profiles of all directors and the relationship among
members of the Board (including financial, business, family or other
material or relevant relationships, if any) are set out in the section
headed “Biographical Details of Directors and Senior Management” in
this annual report.

Saved as disclosed in this annual report, there are no financial,
business, family or other material relationships among members of
the Board.

During the Year, the Company has at least three Independent Non-
executive Directors (representing at least one-third of the Board), in
compliance with the requirements of Rules 3.10(1) and (2) and 3.10A
of the Listing Rules and among whom, at least one Independent
Non-executive Director possess professional qualifications or
accounting knowledge or professional knowledge related to finance
management. The Board believes there is sufficient independence
element in the Board to safeguard the interest of Shareholders.
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Independent Non-executive Directors

Confirmation of independence

The independence of the Independent Non-executive Directors
has been assessed in accordance with the applicable Listing Rules
and each of the Independent Non-executive Directors has made an
annual written confirmation of independence to the Company.

As Mr. Chung Kwok Mo John has served on the Board for more than
nine years, the Board is of the view that a director’s independence
should not be defined by his/her tenure on the Board. The Board
assesses a director’s independence on a case-by-case basis with
reference to the director’s business acumen, experience in related
industries, professional qualification, international business exposure
and the nature of the businesses of the Company in addition to
tenure. A director who has over time gained in-depth insight into
the Company’s operations and its markets are well-positioned to
offer his/her perspective and advice for discussion at the Board and
that he/she can bring valuable contribution to the Company with
comprehensive understanding of the operations of the Company.
The Board is satisfied that Mr. Chung is a person of integrity and
stature, independent in character and judgment. He is independent
of management and free from any business or other relationships or
circumstances which could materially interfere with the exercise of his
independent judgment.

The Company is of the view that all Independent Non-executive
Directors meet the guidelines for assessing independence set out in
Rule 3.13 of the Listing Rules and are independent.

Independence mechanisms

The Company has put in place a mechanism to ensure independent
views and input are available to the Board. The Board endeavours to
ensure the appointment of at least three Independent Non-executive
Directors and at least one-third of whose members are independent
non-executive Directors (or the higher minimum number as may be
prescribed by the Board from time to time under the Listing Rules.

In addition to complying with the requirements of the Listing Rules
on the composition of certain Board committees, the Company
also appoints Independent Non-executive Directors to other Board
committees to ensure independent views as far as possible.

The Nomination Committee is empowered to assess the
independence of all Independent Non-executive Directors on an
annual basis in accordance with the independence criteria set out in
the Listing Rules to ensure that they continue to exercise independent
judgement.
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All the Directors, including the Independent Non-executive Directors,
have the right to seek further information and documents from
management on matters to be discussed at Board meetings. They
may also seek assistance from the Company’s Company Secretary
and, if necessary, independent professional advice at the Company’s
expense. The chairman of the Board will hold meetings with the
Independent Non-executive Directors without the involvement of
other Directors at least annually to discuss any issues and concerns.

The Board reviews the implementation and effectiveness of the
aforementioned mechanisms on an annual basis. The Board has
reviewed and considered that the mechanisms are effective in
ensuring that independent views and input are provided to the Board
during the year ended 31 December 2025.

The Chairman promotes a culture of openness and actively
encourages Directors with different views to voice their opinion
and be fully engaged in the Board’s affairs so as to contribute to
the Board’s functions. The chairman also debates facilitating the
effective contribution of Non-executive Directors in particular and
ensuring constructive relations between Executive and Non-executive
Directors.

Non-executive Directors

Each of Independent Non-executive Directors and Non-executive
Director was appointed with specific terms. Mr. Chung Kwok Mo
John, Mr. Liew Fui Kiang and Mr. Shin Yick Fabian (resigned on
31 July 2025), the Independent Non-executive Directors, have
signed the letters of appointment with the Company for a term of
one year commencing from 1 January 2025 to 31 December 2025.
Mr. Au Yeung Po Fung, the Independent Non-executive Director
appointed on 31 July 2025, has signed a letter of appointment with
the Company for a term of commencing from 31 July 2025 to 31
December 2025. Ms. Hu Jianwen, the non-executive Director, has
signed a letter of appointment with the Company for a term of three
years commencing from 22 July 2023. The letter of appointment
of the Independent Non-executive Director and the non-executive
Director is renewable upon its expiration and may be terminated
in accordance with the terms of the letter of appointment. The
Independent Non-executive Directors and the non-executive Director
are all subject to retirement by rotation and re-election at the annual
general meetings of the Company in accordance with the Bye-laws.
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Cultures and values

A healthy corporate culture across the Group is vital for the Group to
achieve its vision and mission towards sustainable growth. It is the
Board’s role to foster a corporate culture with integrity to guide the
behaviours of its employees, and ensure that the Company’s vision,
values and business strategies are aligned to it.

1. Integrity, simple
The Group strives to maintain high standards of business
ethics and corporate governance across all our activities
and operations. The Directors, management and staff are all
required to act lawfully, ethically and responsibly.

2.  Treasure talents, invest talents
Talent is the core competitiveness. The Group continues to
invest in human capital, improve the value of human capital,
activate the value creation of human resource management,
and eliminate competition.

Responsibilities of and Delegation by the Board

The Board is responsible for the overall leadership of the Group,
overseas the Group’s strategic decisions and monitors business and
performance.

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

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

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

Board Meetings

6 board meetings were held during the Year. All the Directors
actively participated in each meeting in person, via telephone or
videoconferencing. They received reports on the activities of the
operating divisions and which required the Board approval. Board
approval also be obtained through voting at the Board meetings.

Regular Board meetings in a particular year are usually scheduled
towards the end of the immediately preceding year to give all Directors
adequate time to plan their schedules to attend the meetings. The
dates of the 2025 regular Board meetings, of which 14 days notice
was given, were determined according to the requirement of the
Bye-laws and any amendments to this schedule were notified to all
the Directors at least 14 days before the meeting. The Board papers
including supporting analysis and related background information
are normally sent to the Directors at least three days before Board
meetings. Suitable arrangements were in place to allow the Directors
to include items in the agenda for regular Board meetings.

If a Director had a conflict of interest in a transaction or proposal to
be considered by the Board and which the Board has considered to
be material, the individual Director would declare his interest and was
required to abstain from voting. The matter would then be considered
at a Board meeting attended by independent Directors who had no
material interest in the transaction.
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Details of the attendance of Directors at the Board meetings, the
meetings of the Board committees (the Audit Committee, the
Remuneration Committee, the Nomination Committee, the Risk
Management Committee and the Budget Management Committee)
and the annual general meeting for the Year are set out below:

TRFEAFEEFHRFEFEEE &

=Z8e(EkZBe FHZEe BA
ZEg ERREEZEe@NHEEERZE

)R MBERBFRENFE

Meetings Attended/Meetings Held

HESE ETERAY
Risk Budget
Board Audit Remuneration Nomination Management Management
Name of Directors Meeting Committee Committee Committee = Committee = Committee AGM
Exg % e bS] BRERE REER (&3
EEnHE =f ] ZBg £EE8 ZEg ZE® ZE88 BEKE
Executive Directors HITEE
Mr. Hu Zheng BAIE & & 5/6 N/ATER 3/3 3/3 11 11 11
Mr. Hu Hancheng EREE 6/6 N/ATEH NAT#ER NATER NATEA 1/1 1/1
Mr. Hu Hanchao MEBTE 6/6  N/ATE A NATER NATER NATER il il
Mr. Hu Jianpeng ARG 5 4 5/6 N/ATEA NATER NATEA NATEAR  NATEA 1/1
Ms. Chen Wei MEz L 6/6 N/ATEA N/A i@ A 1/1 1/1 11 1/1
Non-Executive Director FHTES
Ms. Hu Jianwen il e 6/6 N/ATEA NAT#EA NATER N/A 38 A N/AT i 11
Independent Non- BIFHTES
Executive Directors
Mr. Au Yeung Po Fung BfrEYEE
(appointed on 31 July 2025) (R-—E-_R#F
tA=+—H
BEF) 3/3 2/2 11 11 NATEA  NATER NATER
Mr. Chung Kwok Mo John BERLE 6/6 3/3 3/3 3/3 11 NATEAR 1/1
Mr. Liew Fui Kiang FmELRE 6/6 3/3 3/3 3/3 11 N/AT i B 11
Mr. Shin Yick Fabian EHEE
(resigned on 31 July 2025) (R-—ZZF=-RF
tA=+—HET) 3/3 il 2/2 2/2 1N NATER 11

With the support of the Executive Directors and the Company
Secretary, the Chairman seeks to ensure that all Directors are
properly briefed on issues arising at Board meetings and receive
adequate and reliable information on a timely basis.

In addition to regular Board meetings, the Chairman of the Board held
a meeting with the Independent Non-executive Directors without the
presence of other Directors during the Year.

All Directors had access to the services of the company secretary who
regularly updated the Board on governance and regulatory matters.
Any Director, if consider necessary in discharging their responsibility,
might take independent professional advice (through the Chairman)
at the Company’s expense. The availability of professional advice
extended to the Audit Committee, the Remuneration Committee, the
Nomination Committee, the Risk Management Committee and the
Budget Management Committee.
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Minutes of Board meetings and meetings of Board committees,
together with any supporting documents, were available to all
Directors. Draft and final versions of the minutes were sent to all
Directors for their comment and record respectively.

Board Diversity Policy

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

In setting up the composition of the Board, the Company considers
the diversity of the Board at different levels, including but not limited
to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service, and
any other factors that the Board considers relevant and applicable
from time to time. The Company attaches great importance to
ensuring a balanced mix of skills and experience among the Board
members to provide different perspectives and perspectives, insights
and questions to enable the Board to effectively discharge its duties,
formulate good practices on the core business and strategies of the
Group, and align with the succession planning and development of
the Board. In order for the Board to be effective, the Company may
set additional measurable targets/specific diversity targets and review
them from time to time to ensure that such targets are appropriate
and feasible.

Measurable goals

In hiring and selecting candidates for appointment to the Board, the
appointment will be based on the Company’s nomination policy and
from a diverse perspective, including but not limited to consideration
of gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service.

After considering the Company’s corporate strategy and business
operations, the final decision will be based on the merits and other
objective criteria of the candidate, and the contribution he or she will
bring to the Board.
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The Board recognised the benefits of diversity in the Board in
enhancing the Board effectiveness and corporate governance.
The Nomination Committee will give consideration to a number
of factors as set out in the Board Diversity Policy when identifying
suitable qualified candidates to become members of the Board,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, industry experience,
skills, knowledge and length of service. The Board will consider well
balanced and of a diverse mix which is appropriate for the business
operation and development of the Company. The Company will also
take into account its own business model and specific needs from
time to time to determine the optimal composition of the Board. The
Board and the Nomination Committee review from time to time the
Board Diversity Policy, monitor its implementation on a regular basis
to ensure its continued effectiveness including conducting a review of
the composition of the Board at least once a year, taking into account
the benefits of all relevant diversity dimensions, and compliance with
regulatory requirements and good corporate governance practices
and the Nomination Committee makes recommendation on any
revision as may be required to the Board for approval.

As at the date of this report, the Nomination Committee considered
that the Board had achieved gender diversity and possessed skill
and expertise and a diverse mix appropriate for the business of the
Company and will review the composition and diversity of the Board
on a regular basis to ensure its continued effectiveness.

Employee Diversity

Employees are our most important asset. Our future depends on our
team’s dedication and ability to provide quality products and services
to our customers. As an equal opportunity employer, we strive to
ensure the concepts of diversity and inclusion are incorporated
into our recruitment and talent development processes. We recruit
talents regardless of race, colour, nationality, religion, gender,
sexual orientation, age, marital status, pregnancy, disability, medical
condition, political affiliation, family responsibilities or any other
characteristics protected by law.
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Gender Diversity

The Company has also taken steps to promote gender diversity at
all levels of the Company, including but not limited to the Board and
the management levels. As at 31 December 2025, 2 out of the 9
Directors are female. The Board will continue to find ways to increase
the proportion of female members over time as and when suitable
candidates are identified.

Gender ratio in the workforce is set out in the ESG Report of the
Company to be published at the same time as this annual report is
published on the websites of the Stock Exchange and the Company
respectively. The Board is satisfied that the Company has achieved
gender diversity in its workforce and possessed skill and expertise
and a diverse mix appropriate for the business of the Company
and will review the composition and diversity of the employees on a
regular basis to ensure its continued effectiveness.

Appointment, re-election and removal of Directors

Each of the Executive Directors and Independent Non-executive
Directors has entered into a service contract or a letter of appointment
with the Company for a specific term. Such term is subject to his/her
retirement by rotation and re-election at an annual general meeting of
the Company in accordance with the Bye-laws.

Pursuant to bye-law 112 of the Bye-laws, the Board shall have power
from time to time and at any time to appoint any person as a Director
either to fill a casual vacancy or as an additional Director, provided that
the number of Directors so appointed shall not exceed the maximum
number determined from time to time by the Shareholders in general
meeting. Any Director appointed by the Board to fill a casual vacancy
or as an addition to the existing Board shall hold office until the first
annual general mesting after his/her appointment, and shall then be
eligible for re-election in accordance with the Bye-laws.

Pursuant to bye-law 108 of the Bye-laws, at each annual general
meeting of the Company, one-third of the Directors for the time being,
shall retire from office by rotation provided that every Director shall be
subject to retirement by rotation at least once every three years and,
being eligible, offer themselves for re-election.

Pursuant to bye-law 114 of the Bye-laws, the Shareholders may, at
any general meetings convened and held in accordance with the Bye-
laws, remove a Director by ordinary resolution at any time before the
expiration of his period of office notwithstanding anything contrary in
the Bye-laws or in any agreement between the Company and such
Director and may by ordinary resolution elect another person in his
stead.
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During the year ended 31 December 2025, changes of the Directors
are as follows:

Mr. Shin Yick Fabian has resigned as Independent Non-executive
Director on 31 July 2025.

Mr. Au Yeung Po Fung was appointed as Independent Non-executive
Director on 31 July 2025.

Ms. Chen Wei was appointed as a member of the Nomination
Committee of the Company on 5 September 2025.

Directors’ Training and Professional Development

Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has provided relevant materials published by professional
bodies or regulators to the Directors to keep them abreast of the
latest development regarding the Group’s business, the Listing
Rules and other applicable legal and regulatory requirements to
ensure compliance and enhance their awareness of good corporate
governance practices.

For the newly appointed Director, the Company would arrange a
comprehensive, formal and tailored induction session on his/her
appointment to ensure he/she would have a proper understanding
of the Company’s businesses and operations as well as his/her
responsibilities under relevant statues, laws, rules and regulations as
a director of a listed company.

The Director appointed during the year ended 31 December 2025,
namely Mr. Au Yeung Po Fung, had obtained the legal advice on 30
July 2025 in compliance with Rule 3.09D of the Listing Rules. Mr. Au
Yeung Po Fung has confirmed that he understood his obligations as
a director of a listed issuer.

During the year ended 31 December 2025, each of the Directors
attended training relating to the Group’s businesses, the Listing
Rules, legal and regulatory requirements and corporate governance
practices, and read relevant materials to keep themselves abreast of
regulatory developments and changes.
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DIVIDEND POLICY

The declaration, form, frequency and amount of any dividend payout
of the Company must be in accordance with relevant laws, rules
and regulations and subject to the Bye-laws. Subject to compliance
with applicable laws, rules, regulations and the Bye-laws, in deciding
whether to propose any dividend payout, the Board will take into
account, among other things, the financial results, the revenue and
distributable reserves, the operations and liquidity requirements, the
debt ratio and possible impact of credit facilities, and the current
and future development plans of the Company. Whilst the Board will
review from time to time for determination on proposed dividend with
the above factors taken into account, there can be no assurance that
dividends will be declared or paid in any particular amount for any
given period.

CORPORATE GOVERNANCE FUNCTIONS

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

(@  to develop and review the Company’s policies and practices on
corporate governance;

to review and monitor the training and continuous professional
development of Directors and senior management;

to review and monitor the Company’s policies and practices to
ensure compliance with legal and regulatory requirements;

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

to review the Company’s compliance with the code provisions
set out in the CG Code contained in Appendix C1 of the Listing

Rules.

The Board had performed the above duties during the year ended 31
December 2025.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER
(“CEO”)

During the year ended 31 December 2025, the positions of the
chairman and the chief executive officer were held separately. The
role of chairman was held by Mr. Hu Zheng, and the role of CEO was
held by Mr. Hu Jianpeng during the year ended 31 December 2025.
The segregation of duties of the chairman and the CEO ensures
a clear distinction in the chairman’s responsibility to manage and
provide leadership for the Board and the CEQO’s responsibility to
manage the Company’s business.

BOARD COMMITTEES

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

REMUNERATION COMMITTEE

The Company has established a Remuneration Committee with
written terms of reference in compliance with Rule 3.25 and CG
Code, for the purposes of making recommendations to the Board on
the Company’s remuneration policy and structure for directors and
senior management.

The Remuneration Committee presently comprises one Executive
Director, namely Mr. Hu Zheng and three Independent Non-executive
Directors, namely Mr. Au Yeung Po Fung (being the chairman of
the Remuneration Committee, appointed on 31 July 2025), Mr.
Chung Kwok Mo John and Mr. Liew Fui Kiang. Mr. Shin Yick Fabian
ceased to be the chairman of the Remuneration Committee since his
resignation as the Independent Non-executive Director on 31 July
2025.
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The Remuneration Committee held 3 meetings during the Year and
details of attendance are set out on page 35 of this annual report.
The work performed by the Remuneration Committee during the year
ended 31 December 2025 included the following matters:

° to make recommendations to the Board of the remuneration
of Directors. The Remuneration Committee has considered
factors such as salaries paid by comparable companies, time
commitment and responsibilities of the Directors, employment
conditions elsewhere in the Group and desirability of
performance-based remuneration;

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

° to ensure that no Director or any of respective associates is
involved in deciding their respective remuneration; and

° to discuss the remuneration of the newly appointed
Independent Non-executive Director.

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

The Company’s share option scheme (the “Share Option Scheme”)
has lapsed. As at 31 December 2025, the Company did not adopt
any new share option scheme.

The Company has also adopted a share award scheme (the “Share
Award Scheme”) whereby the Board may at its discretion grant
shares to such eligible participants to award the shares of the
Company. The principal terms of the Share Award Scheme are set
out in the announcement of the Company dated 23 April 2019. The
purposes of the Share Option Scheme and Share Award Scheme are
to enable the Company to grant options or award shares to selected
eligible participants as incentives or rewards for their contribution to
the Group.

Details of the remuneration payable to members of senior

management, all being Directors of the Company, by band, are set
out in Note 13 to the consolidated financial statements.
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The terms of reference of the Remuneration Committee (both English
and Chinese versions) are posted on the websites of the Company
and the Stock Exchange.

NOMINATION COMMITTEE

The Company has established a Nomination Committee with written
terms of reference in compliance with Rule 3.27A and CG Code,
for the purpose of making recommendations to the Board on the
appointment of Directors and reviewing the structure, size and
composition of the Board and the Board Diversity Policy on a regular
basis.

The Nomination Committee presently comprises five Directors,
including two Executive Directors, namely Mr. Hu Zheng (being the
chairman of the Nomination Committee) and Ms. Chen Wei (appointed
as a member on 5 September 2025), and three Independent Non-
executive Directors, namely Mr. Au Yeung Po Fung (appointed on
31 July 2025), Mr. Chung Kwok Mo John and Mr. Liew Fui Kiang.
Mr. Shin Yick Fabian ceased to be the member of the Nomination
Committee since his resignation as the Independent Non-executive
Director on 31 July 2025.

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

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

The terms of reference of the Nomination Committee (both English
and Chinese versions) are posted on the websites of the Company
and the Stock Exchange.
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During the year ended 31 December 2025, there was 3 meetings
held by the Nomination Committee. Details of attendance are shown
in the table on page 35.

The work of the Nomination Committee during the Year included the
following matters:

° to make recommendation to the Board on renewal of services
contracts of Directors;

° to review the structure, size, diversity profile and skKills
matrix of the Board and the needs of the Board, and make
recommendations on any proposed changes, where applicable;

° to assess the independence of the Independent Non-executive
Directors;

° to make recommendation to the Board on the re-election of
Directors at the annual general meeting; and

° to make recommendation to the Board on the appointment of
Independent Non-executive Director.

Nomination Policy

The Board has also adopted the nomination policy (the “Nomination
Policy”) which sets out the selection criteria and nomination
procedures to identify, select and recommend candidates for
directorships.

Selection Criteria
When assessing the suitability of the proposed candidate to the
Board regarding the appointment of Director(s) or re-appointment of
any existing Director(s), the Nomination Committee should consider
the following factors:

° The candidate should be of good character,
competent to act as director of the Company;

integrity and

° The candidate should possess qualifications including
professional qualifications, skills, knowledge and experience
that are relevant to the Group’s business and corporate
strategy;
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The candidate should be able to devote sufficient time to
discharge duties as a Board member and other directorships
and significant commitments;

The candidates should be considered on merit, against
objective criteria and with due regard to the diversity
perspectives set out in the Board Diversity Policy; and

The candidates for independent non-executive directorship
should meet the “independence” criteria as required under the
Listing Rules and the composition of the Board is in conformity
with the provisions of the Listing Rules.

The Nomination Committee may also consider such other factors
as it may deem are in the best interests of the Company and the
Shareholders as a whole.

Nomination Procedures

1.

The Nomination Committee shall utilise various methods
for identifying candidates for directorship, including
recommendations from Board members, management, and
professional search firms;

The Nomination Committee shall consider candidates for
directorship properly submitted by the Shareholders;

The Nomination Committee shall undertake adequate due
diligence in respect of appointment of any proposed candidate
to the Board, prior to making recommendations for the Board’s
consideration and approval;

The Nomination Committee shall consider and recommend
to the Board the re-election of any existing Director(s) for the
proposed candidates at the general meeting; and

The Board shall make recommendation to the Shareholders in
respect of the proposed re-election of director at the general
meeting.
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AUDIT COMMITTEE

The Company has established an Audit Committee with written terms
of reference in compliance with Rules 3.21 of the Listing Rules and
the CG Code. The primary duties of the Audit Committee include,
among others, (a) making recommendations to the Board on the
appointment, re-appointment and removal of the external auditor and
approving the remuneration and terms of engagement of the external
auditor; (b) reviewing the Group’s financial statements, annual report
and accounts and half-year report and significant financial reporting
judgments contained therein; and (c) reviewing the Group’s financial
controls, internal control and risk management systems.

The Audit Committee presently comprises three Independent Non-
executive Directors, namely Mr. Chung Kwok Mo John (being the
chairman of the Audit Committee), Mr. Au Yeung Po Fung (appointed
on 31 July 2025) and Mr. Liew Fui Kiang. In compliance with Rule
3.21 of the Listing Rules, Mr. Chung Kwok Mo John possesses the
appropriate professional and accounting qualifications. Mr. Shin Yick
Fabian ceased to be the member of the Audit Committee since his
resignation as the Independent Non-executive Director on 31 July
2025.

The Audit Committee held 3 meetings during the Year and details of
attendance are set out on page 35. The work of the Audit Committee
during the Year included of the following matters:

° to provide recommendation to the Board on the re-appointment
of external auditors, and approve the audit fee and terms of
engagement of the external auditors;

° to review and monitor external auditors’ independence and
objectivity and the effectiveness of the audit process in
accordance with applicable standard, and to discuss with
external auditors before audit commences, the nature and
scope of the audit and reporting obligations;

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

° to review financial controls, internal controls and risk

management systems;
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o to discuss with management regarding the system of internal
controls and ensure that management has discharged its
duty to have an effective internal control system including
adequacy of resources, qualifications and experience of staff
of accounting and financial reporting function, and their training
programmes and budget;

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

° to review financial and accounting policies and practices; and

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

The terms of reference of the Audit Committee (both English and
Chinese versions) are posted on the websites of the Company and
the Stock Exchange.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR ACCOUNTS

The Directors acknowledge the responsibilities for preparing the
consolidated financial statements of the Group in accordance with
statutory requirements and applicable accounting standards. The
Directors also acknowledge their responsibilities to ensure that the
consolidated financial statements of the Group are published in a
timely manner.

The external auditors’ statement about their reporting responsibilities
is set out on pages 83 to 85.
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GOING CONCERN

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

RISK MANAGEMENT COMMITTEE

The Risk Management Committee was set up on 18 December
2015 and currently comprises five members, including two Executive
Directors, namely Mr. Hu Zheng (being the chairman of the Risk
Management Committee) and Ms. Chen Wei, and three Independent
Non-executive Directors, namely Mr. Au Yeung Po Fung (appointed
on 31 July 2025), Mr. Chung Kwok Mo John, and Mr. Liew Fui
Kiang. Mr. Shin Yick Fabian ceased to be the member of the Risk
Management Committee since his resignation as the Independent
Non-executive Director on 31 July 2025.

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

For the Year, the Risk Management Committee held 1 meeting to
discuss and review areas including but not limited to the key risks
faced by the Group, risk management policy and practice annually.
Details of attendance are set out on page 35.

The terms of reference of the Risk Management Committee (both

English and Chinese versions) are posted on the websites of the
Company and the Stock Exchange.
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RISK MANAGEMENT AND INTERNAL
CONTROL SYSTEMS

The Board is responsible for evaluating and determining the nature
and extent of the risks it is willing to take in achieving the strategic
objectives of the Group and ensuring that the Group establishes and
maintains appropriate and effective risk management and internal
control systems.

The Board is ultimately responsible for the Group’s risk management
and internal controls system and for reviewing its effectiveness.

The Group’s methodology for its risk assessment comprises three
core stages including Risk Identification, Risk Assessment, and Risk
Management that are shown below:
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Risk Assessment SF{4 &k

Risk Management & & &
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The Group’s risk management framework sets out the process
of identification, evaluation and management of the principal risks
affecting the business. The Group has adopted a set of internal
control measures to address various potential operational, financial
and legal risk identified in relation to the operation, including but
not limited to procurement management, inventory management,
information disclosure control, IT management and other various
financial control and monitor procedures.
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The Board is responsible for reviewing the effectiveness of the
Group’s risk management and internal control systems through
regular meetings with the management. In addition, the Audit
Committee with professional advices and opinions from the external
internal control consultant of the Company is responsible for ensuring
the sufficiency and effectiveness of the Group’s risk management and
internal control systems through regular inspection and monitoring.
The compliance officer is responsible for reviewing the compliance
policies and procedures of the Group annually. The compliance
officer will also be responsible for updating the compliance policies
and procedures of the Group to ensure that they are up to date in
accordance with the applicable regulatory requirements. The Group’s
risk management and internal control systems will be reviewed
annually for the past financial year.

The Group has in place an anti-bribery and anti-corruption policy to
safeguard against any corruption within the Group. The policy explains
potential bribery and corruption conduct and the Group’s anti-bribery
and anti-corruption measures. The Group makes its internal reporting
channel open and available for its employees to report any bribery
and corruption acts, and its employees can also make anonymous
reports to the compliance officer. The Group’s compliance officer
is reporting for investigating the reported incidents and taking
appropriate measures in response to the relevant incidents, if any.
To strengthen internal control of the Group in relation to anti-bribery
and anti-corruption, the Group has also started to provide trainings of
anti-bribery and anti-corruption to all its employees every year.

The risk management framework, coupled with the internal controls,
ensures that the risk associated with different divisions of the Group
are effectively controlled and in line with the Group’s appetite.
However, the Group’s risk management and internal control systems
are designed to manage rather than eliminate the risk of failure to
achieve business objective, and can only provide reasonable and not
absolute assurance against material misstatement or loss.

The Board has conducted a review of the effectiveness of the risk
management and internal control systems for the year ended 31
December 2025 and considered those systems were effective and
adequate and no significant areas of concern which might affect
shareholders were identified.
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Handling and Dissemination of Inside Information

With respect to the handling and dissemination of inside information,
the Group has adopted various procedures and measures on
disclosure of inside information with an aim to ensure that the
insiders abide by the confidentiality requirements and that inside
information is to be disseminated to the public in equal and timely
manner in accordance with the applicable laws and regulations. Such
procedures include, among others, notification of regular blackout
period and securities dealing restrictions to the Directors and
employees, dissemination of information to specified persons on a
need to-know basis and use of identify projects.

BUDGET MANAGEMENT COMMITTEE

The Budget Management Committee was set up on 1 September
2018 and presently comprises four Executive Directors, namely Mr.
Hu Zheng, Mr. Hu Hancheng, Mr. Hu Hanchao and Ms. Chen Wei
and is chaired by Mr. Hu Zheng.

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

During the Year, there was 1 meeting held by the Budget
Management Committee. Details of attendance are set out on page
35.

The terms of reference of the Budget Management Committee (both
English and Chinese versions) are posted on the websites of the
Company and the Stock Exchange.

WHISTLEBLOWING POLICY

The Board adopted a whistleblowing policy (the “Whistleblowing
Policy”) in March 2022.

The purpose of the Whistleblowing Policy is to (i) foster a culture of
compliance, ethical behaviour and good corporate governance across
the Group; and (i) promote the importance of ethical behaviour and
encourages the reporting of misconduct, unlawful and unethical
behavior.
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The nature, status and the results of the complaints received under
the Whistleblowing Policy are reported to the chairman of the Audit
Committee or the human resource director of the Group. No incident
of fraud or misconduct that have material effect on the Group’s
financial statements or overall operations for the Year has been
discovered.

The Whistleblowing Policy is reviewed annually by the Audit
Committee to ensure its effectiveness. The Audit Committee and the
Board considered that the Whistleblowing Policy has been properly
implemented and effective during the Year.

ANTI-CORRUPTION POLICY

The Board adopted an anti-corruption policy (the “Anti-corruption
Policy”) in March 2022. The Group is committed to achieving the
highest standards of integrity and ethical behaviour in conducting
business. The Anti-corruption Policy forms an integral part of the
Group’s corporate governance framework.

The Anti-corruption Policy sets out the specific behavioural guidelines
that the Group’s personnel and business partners must follow to
combat corruption. It demonstrates the Group’s commitment to the
practice of ethical business conduct and the compliance of the anti-
corruption laws and regulations that apply to its local and foreign
operations. In line with this commitment and to ensure transparency
in the Group’s practices, the Anti-corruption Policy has been
prepared as a guide to all Group employees and third parties dealing
with the Group.

The Anti-corruption Policy is reviewed and updated periodically to
align with the applicable laws and regulations as well as the industry
best practice. The Board considered that the Anti-corruption Policy
has been properly implemented and effective during the Year.
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AUDITORS’ REMUNERATION

For the year ended 31 December 2025, the fees charged by the
Company’s auditors in respect of its audit services and non-audit
services were approximately RMB1,800,000 and RMB308,000,
respectively. The amount for 2025 non-audit services consisted
mainly of taxation and ESG services. The Audit Committee was
satisfied that the 2025 non-audit services did not affect the
independence of the auditor.

COMPANY SECRETARY

Subsequent to the resignation of Ms. Jiang Ying as the company
secretary of the Company on 1 July 2025, Ms. Choi Yee Man has
been appointed by the Company as the company secretary since 1
July 2025, her biographical details are set out in the section headed
“Biographical Details of Directors and Senior Management” in this
annual report. In compliance with Rule 3.29 of the Listing Rules,
Ms. Choi and Ms. Jiang have confirmed that for the year ended 31
December 2025, each of them has taken not less than 15 hours of
relevant professional training.

SHAREHOLDERS’ RIGHTS

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

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

Right to Put Forward Enquiries to the Board

Shareholders’ enquiries can be directed to the principal place of
business of the Company in Hong Kong. The address is set out in the
“Corporate Information” section of this annual report for the attention
of the Company Secretary.
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Communication with Shareholders

The Company endeavors to maintain an on-going dialogue with its
Shareholders, and in particular through annual general meetings
or other general meetings to communicate with the Shareholders
and encourage their participation. The board has established a
shareholders’ communication policy. The policy is subject to review
on a regular basis to ensure its effectiveness. The chairman of the
Board, chairman of each Board committee of the Company and, if
appropriate, the external auditors, will attend the general meetings
and answer questions raised by Shareholders.

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

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

During the year ended 31 December 2025, one general meeting
was held, all the Directors attended either by person or by means
of electronic facilities to communicate with the Shareholders. All
corporate  communications and regulatory announcements were
published by the Company on its website and the website of the
Stock Exchange in a timely manner. The Board reviewed and
considered that the shareholders communication policy was effective
during the year ended 31 December 2025.

AMENDMENTS TO CONSTITUTIONAL
DOCUMENTS

The Company did not make any amendments to its Bye-laws during
the year ended 31 December 2025. The latest version of the Bye-laws
of the Company is also posted on the website of the Company and
the website of the Stock Exchange.
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Biographical Details of Directors and

Senior Management

EEREREEERBRE

DIRECTORS

Executive Directors

Mr. Hu Zheng, aged 63, is the Chairman of the Board, the
Executive Director and one of the founders of the Group. He is also
the chairman of the Nomination Committee, the Risk Management
Committee and the Budget Management Committee, and the
member of the Remuneration Committee. He is currently a director of
various subsidiaries of the Group.

He was appointed as a Director in September 2010, was
subsequently designated as an Executive Director in March 2011.
Mr. Hu Zheng is responsible for overseeing the overall corporate
management, operation and development planning and had over
30 years of experience in the paper manufacturing and packaging
industries. Prior to founding our Group, Mr. Hu Zheng worked as
a technician and as an assistant engineer at a then state-owned
paper factory since 1983. Then he was a director of a PRC paper
and packaging products manufacturing factory, responsible for the
management of daily operation and strategic planning from 1990 to
2008. In October 1981, Mr. Hu Zheng graduated from Guangdong
Foshan Vocational College (& 5 % |1 B 2% £ 1if 22 Ft) (formerly
known as Guangdong Foshan Region Agricultural Mechanical College
(BERAEAFH LR R E#M(EER) and completed a Master of
Business Administration at the Macau University of Science and
Technology in August 2001. Mr. Hu Zheng is the brother of Mr. Hu
Hancheng (the Executive Director and a Substantial Shareholder
through his interests in Golden Century Assets Limited) and Mr.
Hu Hanchao (an Executive Director and a Substantial Shareholder
through his interests in Leading Innovation Worldwide Corporation).
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Mr. Hu Hancheng, aged 66, has been appointed an Executive
Director since 4 March 2011. He is also the Vice Chairman of the
Company, and a member of the Budget Management Committee.
He is currently a director of various subsidiaries of the Group. He
is responsible for the comprehensive operation management of
the Group. He joined the Group in 2003 and has been the legal
representative of Zheng Ye Packaging (Zhongshan) Company Limited,
an indirectly wholly-owned subsidiary of the Company, between
December 2007 and January 2017. Mr. Hu Hancheng is in charge of
the management and operation of the packaging business division
of the Group. Prior to joining the Group, Mr. Hu Hancheng was
the general manager of a PRC packaging products manufacturing
factory from 1997 to 2003 responsible for the overall operational
management of the business. In January 1995, Mr. Hu Hancheng
completed an economic management program at the Guangdong
Polytechnic College (/&3 & T2 B 3 H T 267, formerly known
as Guangdong Province Adult Technology University (B 3 4& ik A
T} K 82)). Mr. Hu Hancheng is the brother of Mr. Hu Hanchao (the
Executive Director and a Substantial Shareholder) and Mr. Hu Zheng (the
Executive Director and a Controlling Shareholder through his interests
in Gorgeous Rich Development Limited).

Mr. Hu Hanchao, aged 68, is the Executive Director of the
Company, and is also a member of the Budget Management
Committee. He is currently a director of various subsidiaries of the
Group. He joined our Group in 2003 and he was appointed as a
Director in September 2010, and was subsequently designated as an
Executive Director in March 2011. He has been involved in corporate
management for more than 29 years. Prior to joining the Group, Mr.
Hu Hanchao was the deputy general manager at Zhongshan City
Zhong Fa Equipment Rental Company Limited from 2000 to 2003
responsible for the overall operational management of the business
and before that he was the assistant manager of Xinhua Bookshop
from 1985 to 1994. In August 1985, Mr. Hu Hanchao graduated from
Zhongshan Municipal Communist Party Cadre School (/1L 71 # 5B
E2#7). Mr. Hu Hanchao is the brother of Mr. Hu Zheng (the Executive
Director and a Controlling Shareholder) and Mr. Hu Hancheng (the
Executive Director and a Substantial Shareholder).
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Biographical Details of Directors and Senior Management (Continued)

Mr. Hu Jianpeng, aged 39, joined the Group in 2014. He has
been appointed as the Executive Director since 8 February 2022.
He is currently the Chief Executive Officer, the President of Paper
Division and a director of various subsidiaries of the Group. He held
the post of the Group’s general manager in procurement between
2014 and 2017, was responsible for the supply chain management
and procurement strategy formulation in the Group. In 2018, Mr.
Hu Jianpeng served as the chief operating officer of the Group and
responsible for the overall operation and management in sales, raw
materials and procurement of the Group. Mr. Hu Jianpeng obtained
double Master degrees in finance and marketing awarded by the
University of Sydney in 2013. Mr. Hu Jianpeng is a son of Mr. Hu
Zheng (an Executive Director and a Controlling Shareholder). Also, Mr.
Hu Jianpeng is a nephew of Mr. Hu Hanchao (an Executive Director
and a Substantial Shareholder) and Mr. Hu Hancheng (the Executive
Director and a Substantial Shareholder).

Ms. Chen Wei, aged 50, joined our Group in 2007. Ms. Chen has
been appointed as the Executive Director since 25 August 2023, and
is a member of the Nomination Committee, the Risk Management
Committee and the Budget Management Committee. She is also the
Chief Financial Officer of the Group, in charge of the management
of the Group’s financial center, human resources center, process
information center. She is currently a director of various subsidiaries
of the Group. Ms. Chen has over 16 years of experience in financial
management and tax services. She served as financial supervisor
in several papermaking enterprises and group companies during
the period from 1995 to 2001 and was in charge of accounting
and financial management matters. Prior to joining our Group, Ms.
Chen served as account manager and tax consultant in Zhongshan
large-scale tax agent from 2005 to 2007. Ms. Chen completed
the accounting course of Jinan University in December 2005 and
obtained an undergraduate diploma. Thereafter, she was awarded the
Master of Business Administration degree from the University of Wales
in April 2011, and obtained the title of senior accountant awarded
by Human Resources Bureau of Guangdong Province (EE & A
%= [2) in December 2008. In September 2009, Ms. Chen obtained
professional qualification as a senior international finance manager
awarded by International Financial Management Association. She is
the member of International Financial Management Association.
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Non-executive Director

Ms. Hu Jianwen, aged 44, joined our Group as an Non-executive
Director on 22 July 2022. From 2003 to 2008, she worked as an
accountant at the Finance Office of Guangdong Light Industry
Technician College (EHR A T ¥R AHERE). From 2008 to il
date, Ms. Hu acted as a full-time teacher of accounting at the Service
Department of Guangdong Light Industry Technician College. Ms.
Hu obtained an undergraduate degree from Zhengzhou University
in 2003 and possesses the Accounting Practitioner Qualification
Certificate and an Assistant Accountant Qualification Certificate.
Ms. Hu is the niece of Mr. Hu Zheng (the Executive Director and the
Controlling Shareholder), Mr. Hu Hanchao (the Executive Director and
a Substantial Shareholder) Mr. Hu Hancheng (the Executive Director
and a Substantial Shareholder).

Independent Non-executive Directors

Mr. AU YEUNG Po Fung, aged 58, has been an Independent Non-
executive Director since 31 July 2025 and is currently the chairman of
the Remuneration Committee and a member of the Audit Committee,
the Nomination Committee and the Risk Management Committee. Mr.
Au Yeung has extensive work experience in the real estate industry.
He held various senior management positions in various real estate
companies, including Beijing Huahong Group Co., Ltd., Sansheng
Holdings (Group) Co. Ltd., Fujian Sansheng Property Development
Company Limited, South China Assets Holdings Limited, Shenzhen
Tianlai Tourism Property Group, Fosun Industrial Holdings Limited (a
subsidiary of Fosun International Limited), Sun Hung Kai Properties
Limited, Powerlong Real Estate Holdings Limited, Greenland Hong
Kong Holdings Limited, Landsea Green Group Co., Ltd., Fu Wah
International Enterprises Group Ltd.. Mr. Au Yeung graduated from
The Hong Kong Polytechnic (currently known as The Hong Kong
Polytechnic University) in Hong Kong in November 1990 with a
bachelor’s degree in business studies. He was admitted as a fellow
of The Association of Chartered Certified Accountants in November
2000, a fellow of the Hong Kong Society of Accountants (currently
known as the Hong Kong Institute of Certified Public Accountants) in
May 2003, and a fellow of the Institute of Chartered Accountants in
England and Wales in July 2015. Mr. Au Yeung was also certified as a
chartered financial analyst (“CFA”) of the CFA Institute in September
2006.
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In addition, Mr. Au Yeung holds or had served as an independent  Ilh4h > BREG L AR Sk 2 R T A B X AT BT
non-executive director in the following companies listed on the Stock A RI¥ETIE 7 JER 1T & S B 7S -

Exchange:

Period of service

54

Name of company
AEER

August 2025 to present
ZERFENRAES

June 2019 to present
—E-hFRAES

June 2018 to present
—E-NFERAES

June 2018 to present
—E-NFRAES

June 2020 to January 2026
—ECEFANAERE_R"F—A

October 2020 to July 2024
—E_EFTAER_ZT_MELA

August 2019 to April 2023

—E-NEFENREZE_=FNA

May 2018 to June 2021
ZE-NFREAEZZT=—FXA

July 2017 to February 2020
ZE—tFELHAETFF_HA

July 2016 to September 2019
ZE-ARFEtRAEZZT-NAFNA

May 2016 to September 2016
ZE-RFRERAREZZE—XRFNA

Notes:

Powerlong Real Estate Holdings Limited (stock code: 1238)
EEMEERBR AR (BRH R 1238)

Zhongliang Holdings Group Company Limited (stock code: 2772)
hREEEBR AR (B DR 2772)

eBroker Group Limited (stock code: 8036)
BEFRSEEAR QA (RH K5 - 8036)

Redsun Properties Group Limited (stock code: 1996)
Shf5HhE SR B A R A |l (AR 5% - 1996)

Zhenro Services Group Limited (stock code: 6958)
FERBERAR DA (BRH MRS : 6958)

Sunkwan Properties Group Limited (stock code: 6900)
i E R E AR A F (R K5 - 6900)

Sinic Holdings (Group) Company Limited (“Sinic Holdings”,
(previous stock code: 2103))"

R (RE) AR AR (THHZR] R ATRMG R - 2103)"

Shanshan Brand Management Co., Ltd. (stock code: 1749)
EimBEERmN AR LA (RMAE - 1749)

GR Properties Limited® (stock code: 108)
HEAR DT (M RSE  108)

China HK Power Smart Energy Group Limited (stock code: 931)
PEEREZERERER A A (BRH K5 - 931)

Kiu Hung International Holdings Limited® (stock code: 381)
BHEEEERAR QT (M HRR : 381)

GEX

(1) Sinic Holdings was delisted on the Main Board of the Stock Exchange in April 1) HAERR S _=F AR ERET

2023.

2) Currently known as GR Life Style Company Limited.

@) BHBEHEEEERAA

©) Currently known as AOM International Group Company Limited. ) BEEAREEERNDERAT -
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On 7 December 2022, the High Court of The Hong Kong Special
Administrative Region ordered that Sinic Holdings, of which Mr. Au
Yeung was an independent non-executive director by that time, be
wound up under the Companies (Winding Up and Miscellaneous
Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). Details
are set out in the Company’s announcement dated 31 July 2025.

Mr. Chung Kwok Mo John, aged 57, joined the Company on 4
March 2011 as an independent non-executive Director. He is also the
Chairman of the Audit committee and a member of the Remuneration
Committee, the Nomination Committee and the Risk Management
Committee of the Company. Mr. Chung graduated from Macquarie
University, Australia in 1992 with a Bachelor of Economics degree,
then became a member of CPA Australia in 1995 and that of Hong
Kong Institute of Certified Public Accountants in 1996. Mr. Chung
has over 20 years of experience in auditing, financial management
and corporate finance. Mr. Chung was an auditor in an international
accounting firm from 1992 to 1999. From 2000, Mr. Chung had
held several senior management positions, including chief financial
officer, executive director and independent non-executive director,
in a number of listed companies in Hong Kong. Mr. Chung was an
independent non-executive director of Tokyo Chuo Auction Holdings
Limited (currently known as Shangshan Gold International Holdings
Limited, a listed company on the Stock Exchange; stock code:
1939) from September 2018 to June 2025. Mr. Chung has been an
independent non-executive Director of BYD Electronic (International)
Company Limited (a listed company on the Stock Exchange; stock
code: 285), YTO International Express and Supply Chain Technology
Limited (a listed company on the Stock Exchange; stock code: 6123)
and B & S International Holdings Ltd. (a listed company on the Stock
Exchange; stock code: 1705) since June 2013, December 2017 and
February 2018 respectively.
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Biographical Details of Directors and Senior Management (Continued)
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Mr. Liew Fui Kiang, aged 59, has been appointed as an
independent non-executive Director of the Company since May 2019
and is currently a member of the Audit Committee, the Nomination
Committee, the Remuneration Committee and the Risk Management
Committee. He is a fellow of the Hong Kong Institute of Directors, a
solicitor of England and Wales, and a solicitor of Hong Kong. Mr. Liew
obtained a Bachelor of Laws (Tetley & Lupton Scholarships) from the
University of Leeds in the United Kingdom and a Master of Business
Administration from the Hull University Business School in the United
Kingdom. Mr. Liew was awarded the General Management Certificate
of Achievement by the University of Cambridge Judge Business
School of the United Kingdom; and he earned the Certificate for ESG
Investing from the CFA Institute of the United States of America. Mr.
Liew is currently an independent non-executive Director of Shandong
Gold Mining Co., Ltd. (stock code: 1787 and Shanghai Stock
Exchange stock code: 600547), Zhongchang International Holdings
Group Limited (stock code: 859) and Zhaoke Ophthalmology Limited (stock
code: 6622) respectively. Mr. Liew currently serves as an independent
member of the board of supervisors for Ping An Insurance (Group)
Company of China, Limited (stock code: 2318 and Shanghai Stock
Exchange stock code: 601318), a Fortune Global 500 corporation.
Mr. Liew previously served as an independent director of Baoshan
Iron & Steel Company Limited (E L # % i% {7 B 'R A 7], Shanghai
Stock Exchange stock code: 600019), a Fortune Global 500
corporation. He was an independent non-executive director of China
Apex Group Limited (stock code: 2011). Mr. Liew previously served
as the chairman of the board of directors and executive director of
Balk 1798 Group Limited (formerly known as PacRay International
Holdings Limited, stock code: 1010).
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SENIOR MANAGEMENT

Mr. Hu Jianjun, aged 41, joined the Group in 2010. Mr. Hu Jianjun
is the President of Overseas Packaging Division of the Group. He is
also the alternative Director of the Company to Mr. Hu Hancheng.
Mr. Hu Jianjun obtained the undergraduate programme in design
awarded by the Wuchang Shouyi University (formerly known as
Huazhong University of Science and Technology (Wuchang campus))
in 2008. Mr. Hu Jianjun is a son of Mr. Hu Hancheng (the Executive
Director and a Substantial Shareholder). Also, Mr. Hu Jianjun is a
nephew of Mr. Hu Hanchao (the Executive Director and a Substantial
Shareholder) and Mr. Hu Zheng (the Executive Director and a
Controlling Shareholder).

Mr. Tan Xijian, aged 41, joined the Group in 2014. Mr. Tan is the
Executive Vice President of Paper Division of the Group. He is also
the alternative Director of the Company to Mr. Hu Hanchao. Mr. Tan
was the general manager in raw materials from 2014 to 2017 and
was responsible for the formulation of raw materials management
and procurement strategies of the Group. Prior to joining the Group,
he had five years of project planning. Mr. Tan obtained a degree in
Business Administration from Guangdong University of Technology in
2016. Mr. Tan Xijian is a son-in-law of Mr. Hu Hanchao (the Executive
Director and a Substantial Shareholder). Also, Mr. Tan is a niece-in-
law of Mr. Hu Hancheng (the Executive Director and a Substantial
Shareholder) and Mr. Hu Zheng (the Executive Director and a
Controlling Shareholder).

COMPANY SECRETARY

Ms. Choi Yee Man, was appointed as the Company Secretary and
Authorised Representative of the Company on 1 July 2025. Ms.
Choi has over 14 years of experience in the corporate secretarial,
accounting, finance and auditing field. Ms. Choi is the member of the
Hong Kong Institute of Certified Public Accountants. Ms. Choi holds a
bachelor’s degree in Business Administration from The City University
of Hong Kong.
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Directors’ Report

EEgHRE

The Board is pleased to present the annual report together with the
audited consolidated financial statements of the Group for the year
ended 31 December 2025.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities of the Group are manufacturing and sale of paper,
paperboard and paper-based packaging products. The principal
activities of the subsidiaries are set out in Note 42 to the consolidated
financial statements.

BUSINESS REVIEW

Details of business review and future development of the Group’s
business are set out respectively in the sections headed “Business
Review” and “Prospects” under “Management Discussion and
Analysis” of this annual report.

SEGMENT INFORMATION

An analysis of the Group’s performance for the Year by operating
segment is set out in Note 6 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2025 and
the state of the Company’s and the Group’s affairs as at that date are
set out in the consolidated financial statements on pages 86 to 199
of this annual report.

The Directors now recommend the payment of a final dividend of
RMB1.00 cents (equivalent to HKD1.12 cents) per Share for the year
ended 31 December 2025 to those Shareholders whose names
appear on the register of members of the Company on 2 July 2026.
The recommended final dividend, if approved at the AGM, will be paid
in HKD. The RMB to HKD exchange rate for the final dividend will be
based on the opening indicative counter buying telegraphic transfer
rate for off-shore RMB of The Hong Kong Association of Banks
announced on 27 March 2026 (the date of audited annual results’
board meeting of the Company).
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Directors’ Report (Continued)
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MAJOR RISKS AND UNCERTAINTIES

In order to achieve stable business operations, the management
of the Company pays close attention to the risk factors that the
Company may face. Based on the key risk indicators, after evaluation
and analysis, the risks faced by the Company mainly include:

1. Operational risks from macroeconomic control

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

2. Business risks arising from fluctuations in raw
material prices

Since the costs of raw material account for a relatively high
proportion of production costs, fluctuations in raw material
prices have a certain impact on profits.

3. Risks from market competition

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

4. Quality risks

Due to the inability to meet the product quality standards in
the industry, the mass quality problems caused by customers’
demand cannot be met, which resulting in losses from batch
waste or inventories.

The Group’s financial risk management objectives and policies are set
out in Note 39 to the consolidated financial statements.
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Directors’ Report (Continued)
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ENVIRONMENTAL POLICY AND
PERFORMANCE

For details of the Group’s environmental policies and performance,
please see the Group’s Environmental, Social and Governance
Report 2025 which will be published on the websites of the Company
and the Stock Exchange.

RELATIONSHIPS WITH EMPLOYEES,
CUSTOMERS AND SUPPLIERS

The Group understands the success of the Group’s business
depends on the support from its key stakeholders, including
employees, customers, suppliers, banks, regulators and
shareholders. During the Year, there were no material and significant
dispute between the Group and its key stakeholders. The Group
will continue to ensure effective communication and maintain good
relationship with each of its key stakeholders. For details, please refer
to the Company’s standalone “Environmental, Social and Governance
Report 2025”.

COMPLIANCE WITH LAWS AND REGULATIONS

The Company is incorporated in the Bermuda with the Shares listed
on the Main Board of the Stock Exchange. The Group’s subsidiaries
are incorporated in the BVI, Hong Kong and the PRC. The Group’s
operations are mainly carried out by the Group’s subsidiaries in China
while the Group also has a corporate and administrative office in
Hong Kong.

[ts establishments and operations accordingly shall comply with
relevant laws and regulations in Bermuda, the BVI, the PRC and
Hong Kong. To the best knowledge of the Directors, the Group has
complied in material respects with the relevant laws and regulations
that have a significant impact on the business and operation of the
Group during the Year. There was no material breach of or non-
compliance with the applicable laws and regulations by the Group for
the Year.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group for the financial year under review are set out in Note 17 to the
consolidated financial statements.
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BANK AND OTHER BORROWINGS

Details of the Group’s bank and other borrowings during the Year are
set out in Note 27 to the consolidated financial statements.

SHARE CAPITAL

Details of movements in the share capital of the Company are set out
in Note 32 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group during the Year
are set out in the consolidated statement of changes in equity
respectively.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2025,
calculated in accordance with the provision of the Bermuda
Companies Act 1981, amounted to RMB9,090,000.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the latest five financial years is set out on page 200 of this annual
report.

EVENTS AFTER THE REPORTING PERIOD

Save as disclosed in this report, there are no significant events
affecting the Group after the year ended 31 December 2025 and up
to the date of this report.

PURCHASE, REDEMPTION OR SALE OF
LISTED SECURITIES OF THE COMPANY

During the Year, neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s listed securities
(including sale of treasury shares). As at 31 December 2025, the
Company did not hold any treasury share.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Bye-laws or the
laws of the Bermuda, being the jurisdiction in which the Company is
incorporated under which would oblige the Company to offer new
shares on a pro-rata basis to existing Shareholders.

TAX RELIEF AND EXEMPTION

The Directors are not aware of any tax relief and exemption available
to the Shareholders by reason of their holding of the Company’s
securities.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Company were
entered into or existed during the Year.

DIRECTORS

The Directors of the Company during the Year ended and up to the
date of this report were:

Executive Directors

Mr. Hu Zheng (Chairman)

Mr. Hu Hancheng (Vice Chairman) (Mr. Hu Jianjun as his alternate)

Mr. Hu Hanchao (Mr. Tan Xijian as his alternate)
Mr. Hu Jianpeng (Chief Executive Officer)

Ms. Chen Wei

Non-executive Director

Ms. Hu Jianwen

Independent Non-executive Directors
Mr. Au Yeung Po Fung (appointed on 31 July 2025)
Mr. Chung Kwok Mo John

Mr. Liew Fui Kiang
Mr. Shin Yick Fabian (resigned on 31 July 2025)
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The biographical details of Directors and Senior Management who
are in office as at the date of this report are set out on pages 55 to 62
of this annual report.

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

Pursuant to Bye-Law 108 of the Bye-Laws, Mr. Hu Zheng, Mr. Hu
Hancheng and Mr. Liew Fui Kiang shall retire from office by rotation
at the forthcoming AGM and, being eligible, offer themselves for re-
election as Directors.

Pursuant to Bye-Law 112 of the Bye-Laws, Mr. Au Yeung Po Fung
shall retire from office at the forthcoming AGM and, being eligible,
will offer himself for re-election as the Independent Non-executive
Director.

DIRECTORS’ SERVICE CONTRACTS

The Executive Directors, namely Mr. Hu Zheng, Mr. Hu Hancheng,
Mr. Hu Hanchao have renewed their service contracts with the
Company for a term of three years commencing from 1 January
2024. Mr. Hu Jianpeng has renewed their service contract with the
Company for a term of three years commencing from 8 February
2025. Ms. Chen Wei has entered into service contract with Company
for a term of three years commencing from 25 August 2023. Both
are subject to termination by either party giving not less than three
months’ written notice to the other.

The Non-executive Director, Ms. Hu Jianwen have been appointed
for a term of three years commencing 22 July 2023. Both are subject
to termination by either party giving not less than one month’s written
notice to the other.

Each of the Independent Non-executive Directors, namely Mr.
Chung Kwok Mo John, Mr. Liew Fui Kiang and Mr. Shin Yick Fabian
(resigned on 31 July 2025) have been appointed for a term of one
year commencing from 1 January 2025. Mr. Au Yeung Po Fung, the
Independent Non-executive Director, has been appointed for the
period from 31 July 2025 to 31 December 2025. Both are subject to
termination by either party giving not less than three months’ written
notice to the other.
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No Director proposed for re-election at the forthcoming AGM has
a service contract which is not determinable by the Group within
one year without payment of compensation (other than statutory
compensation).

PERMITTED INDEMNITY PROVISION

As at the date of this report, all Directors of the Company were
covered under the liability insurance purchased by the Company for
its Directors.

EMOLUMENT POLICY

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

The remuneration of the members of the senior management (excluding
Directors) by band for the year ended 31 December 2025 was set out
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below: ER)EFMEI AT -
Number of
individual
Remuneration band (RMB) HMARN (AR T) A
0-500,000 0-500,000 15
500,001-1,000,000 500,001-1,000,000 12
1,000,001-1,500,000 1,000,001-1,500,000 3

Details of the Directors’ emolument and emoluments of the five
highest paid individuals in the Group are set at the Notes 13 and 14
to consolidated financial statements.
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DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the Year, none of the Directors nor their respective associates
(as defined in the Listing Rules) had any interest in a business which
competes or is likely to compete, either directly or indirectly, with the
business of the Group, other than those businesses of which the
Directors were authorised to represent the interests of the Company
and/or the Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF
SIGNIFICANCE

Save as disclosed in this report, no transactions, arrangements or
contracts of significance in relation to which the Company, its holding
companies or subsidiaries was a party and in which a Director or
his connected entities had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the
year ended 31 December 2025.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed under the sections headed “Directors’ and
Chief Executive’s Interests in the Securities of the Company or its
Associated Corporations” and “Share Award Scheme”, at no time
during the Year were rights to acquire benefits by means of the
acquisition of shares or debentures of the Company granted to any
Director or their respective spouses or minor children, or were any
such rights exercised by them; or was the Company, its holding
companies, or any of its subsidiaries or fellow subsidiaries a party to
any arrangement to enable the Directors to acquire such rights in any
other body corporate.
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DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS IN THE SECURITIES OF
THE COMPANY OR ITS ASSOCIATED
CORPORATIONS

As at 31 December 2025, the interests and short positions of the
Directors and the chief executive of the Company in the shares,
underlying shares and debentures of the Company or its associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”)) which were required to be entered in
the register kept by the Company pursuant to section 352 of the SFO,
or which were otherwise required, to be notified to the Company and
the Stock Exchange pursuant to the Model Code, are set out below:
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R-F-R&E+-A=+—B AAAE
EREBFTRABRARD T % IEBEE
(E % BOES RS ) (T8 % R 80 4
BI1) XV ER) B9 AR 15 ~ AR R AR 1D T £ 4 2B
ﬁﬁ@ﬁ%%&%gﬁm%%mﬁmﬁﬁ
AATFBEREERMA  KAREEL
A4 5 A AR AN ) T 2 2 5
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Approximate

Name of Directors Name of Group member/ Capacity/ percentage of
and Chief Executive  associated corporation Nature of interest Number of Shares™*" shareholding™®"
ESRIETH AEERELTS R BB 4
ABHE HEEEARB L% $:3:3-1 R = R B o ME
Mr. Hu Zheng Gorgeous Rich Development  Interest of controlled 191,250,000 38.25%
Limited (“Gorgeous Rich”) corporahon Note 2
IESLAE Gorgeous Rich Development T EE R
Limited ([ Gorgeous RichJ)
Mr. Hu Hancheng Golden Century Assets Limited Interest of controlled 983,750,000 18.75%
(“Golden Century’) corporaﬂon Note d)
HERRL A Golden Century Assets Limited 5 122 1 5% B g 25 )
([ Golden Century])
Mr. Hu Hanchao Leading Innovation Worldwide  Interest of controlled 75,000,000 15.00%
Corporation (“Leading corporation™*
Innovation”)
RS Leading Innovation Worldwide 5 1% %Il 37 B 4 25 "=
Corporation ([ Leading
Innovation])
Ms. Hu Jianwen Fortune View Services Limited Interest of controlled 15,000,000 3.00%
(“Fortune View”) corporatlon otes)
MEEr L Fortune View Services Limited 5 1% %Il 37 B 4 25 "=
([Fortune View )
Ms. Chen Wei The Company Beneficial owner 1,838,000 0.37%
REZ L+ PAN/NS| EnEEA
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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 of the
Company was interested in expressed as a percentage of the number of issued
Shares as at 31 December 2025.

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

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

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

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

Save as disclosed above, as at 31 December 2025, none of the
Directors and chief executive of the Company had any interests or
short positions in the shares, underlying shares and debentures of
the Company or its associated corporations, recorded in the register
required to be kept under section 352 of the SFO or required to be
notified to the Company and the Stock Exchange pursuant to the
Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS
IN THE SECURITIES OF THE COMPANY

So far as is known to the Company, as at 31 December 2025, the
following persons, other than a Director or chief executive of the
Company, had interest or short position in the Shares or underlying
Shares as recorded in the register required to be kept by the
Company under section 336 of the SFO:

FERRRARABSNES

BARRAMM RZE_AF+-_A=+
—H UTAZT(RRARZEERETETHR
ANBEBRIN IR KR AR () B ARS8
RAERBRIERZH KB EERGIEI6HKTE
ZERM o ERIOKE

Capacity/ Nature of

Approximate

shareholding
(Note 1)

Name of Shareholder interest Number of Shares percentage
REBD

BREE HH B HEmtE K1 g B MY Bok

Gorgeous Rich "***? Beneficial owner 191,250,000 38.25%

Gorgeous Rich"#? BEXEBA A

Ms. Li Lifen "' Interest of spouse 191,250,000 38.25%

FBR LW fic 48 4 25

Golden Century "**? Beneficial owner 93,750,000 18.75%

Golden Century "% EmEA A

Ms. Li Siyuan "*? Interest of spouse 93,750,000 18.75%

F B E Y fic 48 4 25

Leading Innovation " Beneficial owner 75,000,000 15.00%

Leading Innovation "= BEmBEAA

Ms. He Lijuan "% Interest of spouse 75,000,000 15.00%

fa] BB 48 & Y fic 48 4 25

RAYS Capital Partners Limited “¢? Investment manager/ 47,542,000 9.50%

Beneficial owner/Interest of
. controlled corporation
RAYS Capital Partners Limited "’ BRELE BEXHEN
XA B
Asian Equity Special Opportunities Beneficial owner 46,516,000 9.30%

Portfolio Master Fund Limited ™
Asian Equity Special Opportunities
Portfolio Master Fund Limited /"%’

BB A
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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 Shareholder was
interested in expressed as a percentage of the number of issued shares in the
Company as at 31 December 2025.

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.

Save as disclosed above, as at 31 December 2025, the Company
had not been notified of any persons (other than a Director or chief
executive of the Company) who had an interest or short position in
the Shares or underlying Shares that were recorded in the register
required to be kept under section 336 of the SFO.
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SHARE AWARD SCHEME

The Company has adopted the Share Award Scheme with a primary
purpose of motivating our employees and other eligible persons
entitled under the Share Award Scheme to further contribute to the
Group and to reward them for their contribution to the Group.

On 26 June 2019, the Board resolved to grant a total of 4,214,000
shares of the Company (the “Awarded Shares”) to 101 Selected
Participants (the “Selected Participant(s)”), who are employees and
independent of the Company pursuant to the Share Award Scheme.
Details of the grant to Selected Participants are as follows:

Bt R BT &

ARBEERMBE D EBTE TEENE
BB RBESBEIREMEER
ALTRAEEFELEZRER  XREBFR
AEEFELO ARG T EE -

RZEBE—HREASNA-+ASB E5ehH
BERDERTEMIOIZETLEE (R
EZHEE])RE ARG A £4,214,000% %
HBUIERBR®A)) ZE28E554K2FE
BRBIALT MEBEETLEERENFES
mE

Number of Awarded Shares

RBRHEE

Name of Participants

SRELW

Vesting Date
FEBH

4,214,000 Shares
4,214,000 i% % 19

101 Selected Participants
101 BETFELHEE

This Share Award Scheme 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. As
at the year ended 31 December 2025, the remaining life of the Share
Award Scheme is approximately three years.

The 4,214,000 Awarded Shares to be granted to the Selected
Participants represent (i) approximately 0.84% of the total number of
shares of the Company in issue as at the date of the announcement
on 26 June 2019; and (ii) the value of HKD5,1883,220, taking into
account of the average closing price of HKD1.23 per Share as stated
in the daily quotation sheets issued by the Stock Exchange for the
five business days immediately preceding the date of grant.

The maximum number of shares which may be awarded to an
employee selected under the Scheme is 1% of the issued share
capital of the Company as at the Adoption Date.

Further details of the Scheme are set out in Note 30 to the
consolidated financial statements.
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Details of the interests of Executive Directors, Chief Executive Officer,
five top-paid employees (include Chief Executive Officer) (total) during
the Year and other grantees (total) in the Awarded Shares are set out
below:

AEEHTES THREH REEFHM
BE(BRTRAEE) (AR REMARA
(AR ERBEOMEDZFBEEINDT

Number of shares
RA®E
Shares
acquired
during
Number of As at theyear  Vested Sold  Lapsed As at
Awarded 1January  outof the during during during 31 December
Date of award Shares Vesting period 2025 dividends theyear theyear the year 2025
FR RZZ-1F
RZZ2z1% REFA +=A
#BHAH EMRGYE BEDHH -F-B DEORG FAEE FAHE FREX =t+-A
Executive Director
HiTES
Ms. Chen Wei 26 June 2019 152,000 26 June 2019 152,000 - - - - 152,000
BExt ZE-NERAZTAA ZE-NERAZTRH
Five Top-paid Employeesin 26 June 2019 168,000 26 June 2019 168,000 - - - - 168,000
2025 (exclude Executive
Director)
ZZZREREER ZE2-NFRXAZTRA ZE-AFRAZTAA
HHEE (TRENT
£%)
Other Selected Employees 26 June 2019 3,894,000 26 June 2019 3,528,000 - - 24,000 - 3,504,000
HEFREE ZE-NFRAZTRAE ZE-NFRAZTAE
The Board may, from time to time and at its sole discretion, select ZBEF €A TR IZH S EBISRATER M

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 Scheme with such vesting
conditions as the Board may deem appropriate.
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EQUITY-LINKED AGREEMENTS

Save as disclosed in the above section headed “Share Award
Scheme” in this report, no equity-linked agreements were entered
into during the Year and subsisted at the end of the Year.

DEBENTURES ISSUED

The Group did not issue any debentures during the Reporting Period.

CONNECTED TRANSACTIONS

The related party transactions of the Group during the year ended 31
December 2025 which were disclosed in Note 41 to the consolidated
financial statements did not constitute connected transactions or
continuing connected transactions of the Company under Chapter
14A of the Listing Rules.

Connected Transaction — Disposal of Property

The Group have entered into a transaction with connected persons of
the Company. In accordance with Chapter 14A of the Listing Rules,
such transaction has constituted the connected transaction of the
Company.

On 12 December 2025, Zhongshan Lianhe Hongxing Zhizao
Company Limited* (9 1L B & 75 #2 %8 35 8 R 2 7)) (the “Vendor”, a
non-wholly owned subsidiary of the Company), entered into the sale
and purchase agreement with Zhongshan Xiongdi Supply Chain Co.,
Ltd.* (Fp LR Bt ESE AR A A]) (the “Purchaser’), pursuant to
which the Vendor has agreed to sell and the Purchaser has agreed
to purchase the property located at 7/F and 8/F of Factory Building
No. 1, Songwan Zhigu Intelligent Manufacturing Project (12 & &
R ETE H), 138 Xin Hao South Road, Shaxi Town, Zhongshan
City, the PRC (the “Property”), at the consideration of approximately
RMB8,807,400 (the “Disposal’).

* For identification purposes only
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The Purchaser is a company incorporated in the PRC with limited
liability, and is a connected person of the Company as it is owned
as to 60% by Mr. Hu Jianpeng (an Executive Director and the chief
executive officer of the Company) and 40% by Mr. Hu Jianli (son of
Mr. Hu Zheng, the chairman of the Board, and brother of Mr. Hu
Jianpeng). The Disposal therefore constitutes a connected transaction
for the Company under Chapter 14A of the Listing Rules. As one of
the applicable percentage ratios (other than the profits ratio) is more
than 5% and the total consideration is less than HK$10,000,000,
pursuant to Rule 14A.76(2) of the Listing Rules, the transaction is
subject to the reporting and announcement requirements and is
exempt from the circular and shareholders’ approval requirements
under Chapter 14A of the Listing Rules. The Company confirmed that
it has complied with the disclosure requirements in accordance with
Chapter 14A of the Listing Rules.

For details, please refer to the announcements of the Company dated
12 December 2025 and 23 January 2026.

CHARITABLE DONATIONS

During the Year,
RMB802,000.

the Group made charitable donations of

CORPORATE GOVERNANCE

The Board is of opinion that the Company had adopted, applied
and complied with the applicable code provisions as set out in Part
2 of the CG Code during the Year. Principal corporate governance
practices adopted by the Company are set out in the “Corporate
Governance Report” section of this report.
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MAJOR CUSTOMERS AND SUPPLIERS

During the Year, 17.52% of the Group’s revenue was attributable to
the Group’s five largest customers and sales to the Group’s largest
customer accounted for 7.41% of the Group’s revenue for the year.

During the Year, 58.09% of the Group’s total purchases was
attributable to the Group’s five largest supplier and purchases from
the Group’s largest supplier accounted for 24.63% of the Group’s
total purchases for the year.

None of the Directors, their associates or shareholders, who to the
knowledge of the Directors, own more than 5% of the Company’s
share capital, had an interest in the share capital of any of the five
largest suppliers and customers.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, during the Year and up to
the date of this report, there is sufficient public float of at least 25% of
the Company’s issued shares as required under the Listing Rules.

AUDITOR

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

By order of the Board

Hu Zheng
Chairman

Hong Kong, 27 March 2026
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Independent Auditor’s Report

18 M % BED

Deloitte.

TO THE SHAREHOLDERS OF
ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED
(incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Zhengye
International Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
86 to 199, which comprise the consolidated statement of financial
position as at 31 December 2025, and the consolidated statement
of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial
statements, including material accounting policy information and
other explanatory information.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2025, and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
HKFRS Accounting Standards as issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong
Kong Companies Ordinance.

BASIS FOR OPINION

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

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

FARFSEE

ARBTFEHERBEESNERHE R
RYERAPEAMBRENBETRS/EZN
EH-REEHREESENBREBEAM
BRRALMHASAKETREN -BFFD
EHRSEFRREEFENER -

Key audit matter

BRETER

How our audit addressed the key audit matter

ESEETPNMNEERRESER

Impairment assessment of trade receivables not backed by bank bills and contract assets

ERTEBEANESBEUARERGNEENRENG

We identified the impairment assessment of trade
receivables not backed by bank bills and contract assets
as a key audit matter due to the management’s judgment
and estimates involved in determining the provision for
expected credit loss (“ECL”).
EERERTERENNEZIREFBEREGNEED
MEFEEMNSERESAEFE DARBEERMAEE
BE(AREEBE]BEY LERREHE L -

As disclosed in notes 4 and 39 to the consolidated
financial statements, the ECL on trade receivables not
backed by bank bills and contract assets is assessed
individually for debtors and contract assets with significant
balances or credit-impaired and/or collectively using a
provision matrix with appropriate groupings based primarily
on the debtors’ ageing profiles. The provision rates applied
in the provision matrix are estimated using the historical
observed default rates of the debtors and contract assets
taking into consideration forward-looking information that
is reasonable, supportable and available to the directors
of the Company without undue costs or effort, and are
updated if considered to be required.

WINEE B MAMTARIOMERE - RERITER
BEHRNESRBRIBERANEEMS  HRNAAKRE
RRIHEBREERENGERRAGNEE BHEEE
BeUlEBEAR KXERETEZERBEBEARKRER
HEE D AN BEBRENERBUET G - BHE
ErREAEEE  DANAREEENRANANEE
BAX HARARREFDBRILETLENNANE
NN ERNSBEERE(BEELEBRTEN) A
MM E R EIThE -

Our procedures in relation to the impairment assessment
of the trade receivables not backed by bank bills and
contract assets included:
EEREETERERANEIRRFIERENEED
WAEF L ATETIEF B

° Obtaining an understanding of the management
process in assessing the estimated provision for ECL
for trade receivables not backed by bank bills and
contract assets;

e THEREBHNERTEERERNEZREEN
ERBHNEEMGEAPEEBERNMGAEEN
R

o Evaluating the reasonableness of the management’s
determination of the estimated loss rates (with
reference to historical default rates, internal credit
rating, and publicly available forward-looking
information);

e FIHEREL2EBEAENE ABEETER
AEAFTEDRBIRMEENRETCHTBEXTRESR
/I8

° Testing the accuracy of the ageing analysis of the
trade receivables not backed by bank bills on a
sample basis to the supporting documents;

s MEREXIRXH BREERTEBREANES
JRE W5 TR TE B BR R 9 AT Y SRR
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Independent Auditor’s Report (Continued)

BYZBERE (&)

KEY AUDIT MATTERS (&)

FERETEIE @

Key audit matter

HRETSER

How our audit addressed the key audit matter

EEEETPNMNEERRESER

Impairment assessment of trade receivables not backed by bank bills and contract assets (Continued)

ERTEBERNESERRRER SN EE KR E TG (5

As disclosed in notes 22 & 24 to the consolidated financial
statements, the carrying amount of trade receivables
not backed by bank bills and contract assets as at 31
December 2025, are RMB622,062,000 (net of allowance
for credit losses of RMB3,532,000) and RMB15,208,000 (net
of allowance for credit losses of nil), respectively.

B E IS RRM T2 R4 ETE R _HF
TZA=Z+T—H ERTEBREANEHERWFIER
EREENREMBED A AK%622,062,0007T (k&
= EBEEE ARYS,532,0007T) & A K ¥15,208,000
THBREEBEEBRT) -

Checking the accuracy of the management’s
calculation of ECL for trade receivables not backed
by bank bills and contract assets under provision
matrix.
REEBEMRERTERENNE HREKHE
REHNEERBREEREMAERRAEEEE
B EREE -

Evaluating the historical accuracy of estimated
provision for ECL for trade receivables not backed by
bank bills and contract assets.

TEBATHITERTERERNE HRKHE

k&

OTHER INFORMATION

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

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

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

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

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

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

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

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

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

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

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

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

° Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves
fair presentation.
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Independent Auditor’s Report (Continued)
B B E (&)

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

° Plan and perform the group audit to obtain sufficient
appropriate audit evidence regarding the financial information
of the entities or business units within the group as a basis for
forming an opinion on the group financial statements. We are
responsible for the direction, supervision and review of the audit
work performed for purposes of the group audit. We remain
solely responsible for our audit opinion.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is YUEN Chung Leung, Stephen (practising certificate
number: P05706).

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

27 March 2026
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Consolidated Statement of Profit or Loss and
Other Comprehensive Income

GEeEaRkRHAMEERER

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

2025 2024
—E-FHF —ZE_NF
NOTES RMB’000 RMB’000
M 3 AR® TR ARETF T
Revenue A 5 2,516,436 2,435,830
Cost of sales H & KR (2,244,965) (2,141,951)
Gross profit E 7 271,471 293,879
Other income E b g A 7 90,410 83,407
Impairment losses reversed (recognised) FBEAEEEEERE T
under expected credit loss model, net BER B L (R F5E 8 1,134 (961)
Other gains and losses H bz K g 1E 9 15,740 9,862
Distribution and selling expenses DIENHEE A (85,221) (88,381)
Administrative expenses TERHAX (138,204) (133,183)
Finance costs Bl & pR A 10 (46,316) (44,302)
Other expenses Ha X (2,005) (564)
Research and development costs 2 (82,369) (86,688)
Profit before tax B B¢ A g A 11 24,640 33,069
Income tax (expense) credit Fref (A EE 12 (6,894) 8,235
Profit and total comprehensive income for £ A3 | & 2 8 Uk 25 48 48
the year 17,746 41,304
Profit and total comprehensive income for A~ A &= & 15 4 3% F &2
the year attributable to: P HE R =B
Owners of the Company EiN/NEIE RPN 14,510 36,392
Non-controlling interests FEFE AR R 3,236 4,912
17,746 41,304
Earnings per share % & A
Basic (RMB) EXR(AR®TT) 16 0.03 0.07
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Consolidated Statement of Financial Position

a5 B 35 R R 3R

At 31 December 2025 R —_E_-_hHAE+_-_A=+—H

2025 2024
—E_REF —EFOF
NOTES RMB’000 RMB’000
B 7 AR®ET T AREF T
Non-current Assets ERBEE
Property, plant and equipment M- WEREE 17 1,480,852 1,427,194
Right of use assets TREEE 18 106,272 117,012
Investment properties HEMNEHE 19 173,817 115,138
Intangible assets mEEE 20 15,953 10,995
Deferred tax assets EEFIEE E 31 8,812 12,601
Deposits for acquisition of property, EEWE - HE K
plant and equipment B ki-an 19,377 43,387
1,805,083 1,726,327
Current Assets REBEE
Inventories FE 21 213,423 200,510
Trade and other receivables B 5 N E g W K8 22 834,767 686,735
Contract assets BEHEE 24 15,208 10,581
Pledged/time deposits B EHF R 25 99,950 64,428
Bank balances and cash RITHEB AR 25 188,441 187,379
1,351,789 1,149,633
Current Liabilities REBEE
Trade and other payables B 5 & H &S 5RIE 26 296,734 362,337
Tax liabilities HBEAE 4,991 2,378
Bank and other borrowings RIT R EH M B 27 1,023,692 591,788
Lease liabilities HEaE 28 3,864 9,252
Contract liabilities e’ 29 9,166 4,956
Amounts due to directors JEREE A 473 448
1,338,920 971,159
Net Current Assets REBEEFHE 12,869 178,474
Total Assets Less Current Liabilites E EZE R REB &G 1,817,952 1,904,801
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Consolidated Statement of Financial Position (Continued)

ma BRI & (&)

At 31 December 2025 R—E-—HE&+=-_A=+—H

2025 2024
—E-FRE —E-NHFE
NOTES RMB’000 RMB’000
B 5E AR¥T T ARBEF T
Capital and Reserves EXR#E
Share capital % 2% 32 41,655 41,655
Share premium and reserves &% 17 )% 8 M 1,083,283 1,078,773
Equity attributable to owners of KARHEE AEEREZ
the Company 1,124,938 1,120,428
Non-controlling interests eI = 285,622 286,514
Total Equity RERE 1,410,560 1,406,942
Non-current Liabilities ERBEE
Deferred tax liabilities EERIERE 31 4,276 4,712
Bank and other borrowings T R H b 18 K 27 362,436 446,896
Lease liabilities HEaE 28 13,104 16,634
Deferred income 5 E WA 34 27,576 29,617
407,392 497,859
1,817,952 1,904,801

The consolidated financial statements on pages 86 to 199 were
approved and authorised for issue by the board of directors on 27
March 2026 and are signed on its behalf by:

Hu Zheng
[2ina
DIRECTOR
BF

FCOE1NVANFAMBHRRN_FT_RF
SA-tTLHRES=eHEREETE
WHIATEERREES:

Hu Hancheng
tHER
DIRECTOR
BF
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2025 B2 T - AF +-_A=+—HIEFE

Attributable to owners of the Company

AAREBAERK
Non-
Share Share  Statutory Other  Retained controlling
capital  premium reserve reserve profits  Sub-total interests Total
BEx ROBE ZcRE HtREE BEEF Mt ERRER ot
RMB'000  RMB'000  RMB'000  RMB'000  RMB’000  RMB’000 RMB’000  RMB'000
ARBTI ARETE ARETT ARETT ARETT ARETT ARETT ARETR
(note a) (note b)
(FisFa)  (M&ED)
At 1 January 2024 R-_E-_mN&—A—H 41,655 92,968 148,236 (23,389) 829,566 1,089,036 281,602 1,370,638
Profit and total comprehensive FERFIRZEREERE
income for the year - — - — 36,392 36,392 4912 41,304

Dividend paid (note 15) BB E (FE15) — — — — (5,000 (5,000) — (5,000

Transfer to statutory reserve ERTETERE - - 7,397 - (7,397) - - -

At 31 December 2024 RZE-ME

+ZA=+—-H 41,655 92,968 155,633 (23,389) 853,561 1,120,428 286,514 1,406,942

Profit and total comprehensive FERFIRZEREERD

income for the year - — - — 14,510 14,510 3,236 17,746

Dividend paid note 15) B RE (515) - - - — (10000 (10,000 (4128 (14,129)

Transfer to statutory reserve ERTETERE - - 2,177 - 2,177) - - -

At 31 December 2025 R-E-n%

+-A=+—H 41,655 92,968 157,810 (23,389) 855,894 1,124,938 285,622 1,410,560

Notes: B FE -

(@ In accordance with the relevant laws and regulations of the Peoples’ Republic of  (a) REPEARARME((REDABERER K
China (the “PRC"), the subsidiaries established in the PRC are required to provide AR B S B BB R B 78 Ik B AR B A A R B AR
for the PRC statutory reserve, by way of appropriations from their respective EEAMNETEFN(ERZMNBARNRBEZEE
statutory net profit (based on the subsidiaries’ PRC statutory financial statements) BBRR) P EEEFEEEDES -
but before dividend distributions.

In accordance with the Articles of Association of certain subsidiaries established in BERPFEKIOE THEARMNBEZERMA
the PRC, those subsidiaries are required to transfer 10% of the profit after taxation Bl ZEME AR BERKRREEFN10%T =
to the statutory reserve. TEfERE -

Certain subsidiaries’ appropriations to the funds are made at the discretion of ETHEBARUESNBRBEZMNBERARNES
the subsidiaries’ board of directors. The board of directors of the subsidiaries EHEEL EEQERBETIFEHBEARNOR
shall decide on the amounts to be appropriated based on the profitability of each M hEEH TRAOSRE -

subsidiary each year.

(b) The amount mainly relates to reserve arising from group reorganisation carried out ~ (b) ZeMFERAEER T ——FEBELARTR
by the Group in preparation for the public listing of the Company’s shares on The MREEBRAXGMBERDA([BR]) ETHE

Stock Exchange of Hong Kong Limited (the “Stock Exchange”) in 2011.
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Consolidated Statement of Cash Flows

GERETRER

For the year ended 31 December 2025 B2 T - AF+-_A=+—HIEFE

2025 2024
—E-FRHEF —ZE_NF
RMB’000 RMB’000
AR T ARETF T
OPERATING ACTIVITIES wESE
Profit before tax B B¢ A 4 A 24,640 33,069
Adjustments for: AT ZIBIEL
Finance costs A& AN 46,316 44,302
Interest income B U A (3,120) (2,858)
Impairment losses (reversed) recognised 7t 2 5 & H {th i Yg 718 (B [@) 7 R
on trade and other receivables, net EODERIENSRi=ek- (1,134) 961
Depreciation of property, plant and WME - BWEREBITE
equipment 115,871 113,106
Depreciation of right-of-use assets FREEENE 8,709 9,073
Depreciation of investment properties HEMREENE 569 —
Amortisation of intangible assets | A B 4,126 3,618
(Gain) loss on disposals of property, LEME  WERE#E (R EE
plant and equipment, net FEE (782) 2,527
Gain on disposals of investment &R E MR E R e
properties (15,367) (12,835)
Government grants amortised from AR JE WA B S5 B R 46 Bh
deferred income (3,848) (8,764)
Operating cash flows before movements BEXEHRLER SRS
in working capital 175,980 187,199
(Increase) decrease in inventories & (3 m) s (18,602) 4,354
Increase in trade and other receivables B 5 M H A FE YR TR IE N (481,088) (551,814)
(Increase) decrease in contract assets & # A& E G ) (4,627) 243
Increase (decrease) in trade and other B 5 K E M ERIEE hn Ol 4)
payables 119,100 (48,548)
Increase (decrease) in contract liabilites & #) & &8 0 (gt 2) 4,210 (6,177)
Increase (decrease) in amounts due to FE 1 2 = F I8 32 OF 2)
directors 25 (2,580)
Cash used in operations LEEBHAR G (205,002) (416,323
Income tax paid BB (928) (1,578)
NET CASH USED IN OPERATING RETHFAREFHE
ACTIVITIES (205,930) (417,901)
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Consolidated Statement of Cash Flows (Continued)

RERTRER(E)

For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

2025 2024
—E-ERHEF —E_E
NOTES RMB’000 RMB’000
Bt 5 AR T ARETF T
INVESTING ACTIVITIES BRETEH
Interest received B B 3,120 2,858
Proceeds on disposal of property, plant H& ¥ 2% - B E L& H
and equipment FT 1S 5118 4,792 4,976
Proceeds from disposal of investment  H & & & 1% = i E T 15
properties I8 59,478 17,410
Purchases of property, plant and BEME BB RE
equipment (130,722) (133,538)
Additions to investment properties REREEEHE (79,377) (53,724)
Purchases of intangible assets BEBREE (2,825) (312)
Deposits paid for acquisition of BEWE - WEREER
property, plant and equipment (g0 (19,377) (43,387)
Consideration paid for acquisition of WiE—EM B AR
a subsidiary KE 35 - (91,140)
Placement of pledged/time deposits & A B & #0F B 17 7 (197,644) (103,611)
Withdrawal of pledged/time deposits ~ BXH 2 #0,/F H3 17 & 162,122 132,523
Receipt of government grant relatingto WER B BIEREBEE 2
non-current assets K #7 Bh 1,807 —
NET CASH USED IN INVESTING RETHFAREFHE
ACTIVITIES (198,626) (267,945)
FINANCING ACTIVITIES REEE
Interest paid 2RFE (47,841) (44,302)
Dividend paid EARE (10,000) (5,000)
Dividend paid to non-controlling RENEEZY S SN
interests (4,128) —
Repayment of bank and other BEEBRITRAMER
borrowings (660,345) (682,022)
Repayments of lease liabilities EEHEaRE (9,333) (5,140)
New bank and other borrowings raised  #T% 8 17 & £ b {& 7k 1,137,265 1,355,774
NET CASH GENERATED FROM METBHREREFHE
FINANCING ACTIVITIES 405,618 619,310
NET INCREASE (DECREASE) IN ReRkBRSEEYIZM
CASH AND CASH EQUIVALENTS (RA) F5 1,062 (66,536)
CASH AND CASH EQUIVALENTS H&REHESZEY
At 1 January n—A—H 187,379 253,915
CASH AND CASH EQUIVALENTS BHeRBEESEEY
At 31 December R+=ZA=+—H
represented by bank balances and BNIRITR R R IR &
cash 188,441 187,379
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Notes to the Consolidated Financial Statements

e IR MR

For the year ended 31 December 2025 B2 T - AF+-_A=+—HIEFE

92

GENERAL INFORMATION

The Company is incorporated in Bermuda as an exempted
company with limited liability and its shares are listed on the
Stock Exchange. The addresses of the registered office and
principal place of business of the Company are disclosed in the
corporate information section to the annual report.

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

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

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

APPLICATION OF NEW AND
AMENDMENTS TO HKFRS ACCOUNTING
STANDARDS

Amendments to an HKFRS Accounting Standard
that are mandatorily effective for the current year

In the current year, the Group has applied the following
amendments to an HKFRS Accounting Standard as issued by
the Hong Kong Institute of Certified Public Accountants (‘HKICPA”)
for the first time, which are mandatorily effective for the Group’s
annual period beginning on 1 January 2025 for the preparation
of the consolidated financial statements:

Amendments to HKAS 21 Lack of Exchangeability

The application of the amendments to an HKFRS Accounting
Standard in the current year has had no material impact on the
Group’s financial positions and performance for the current
and prior years and/or on the disclosures set out in these
consolidated financial statements.
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Notes to the Consolidated Financial Statements (Continued)

e B S AR Y A ()

For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

APPLICATION OF NEW AND
AMENDMENTS TO HKFRS ACCOUNTING
STANDARDS (Continued)

New and amendments to HKFRS Accounting
Standards in issue but not yet effective

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

Amendments to the Classification
and Measurement of Financial
Instruments®

Amendments to HKFRS 9
and HKFRS 7

Amendments to HKFRS 9
and HKFRS 7

Contracts Referencing Nature-
dependent Electricity®

Amendments to HKFRS 10 Sale or Contribution of Assets

and HKAS 28 between an Investor and its

Associate or Joint Venture'

Amendments to HKAS 21 Translation to a Hyperinflationary
Presentation Currency®

Annual Improvements to HKFRS
Accounting Standards

Amendments to HKFRS
Accounting Standards

— Volume 11°
HKFRS 18 Presentation and Disclosure in
Financial Statements®
1 Effective for annual periods beginning on or after a date to be determined
2 Effective for annual periods beginning on or after 1 January 2026
3 Effective for annual periods beginning on or after 1 January 2027

Except for the new HKFRS 18 mentioned below, the directors
of the Company anticipate that the application of all other
amendments to HKFRS Accounting Standards will have no
material impact on the consolidated financial statements in the
foreseeable future.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

APPLICATION OF NEW AND
AMENDMENTS TO HKFRS ACCOUNTING
STANDARDS (Continued)

New and amendments to HKFRS Accounting
Standards in issue but not yet effective (Continued)

HKFRS 18 Presentation and Disclosure in Financial
Statements

HKFRS 18 Presentation and Disclosure in Financial Statements,
which sets out requirements on presentation and disclosures
in financial statements, will replace HKAS 1 Presentation of
Financial Statements. This new HKFRS Accounting Standard,
while carrying forward many of the requirements in HKAS 1,
introduces new requirements to present specified categories
and defined subtotals in the statement of profit or loss; provide
disclosures on management-defined performance measures in
the notes to the financial statements and improve aggregation
and disaggregation of information to be disclosed in the financial
statements. In addition, some HKAS 1 paragraphs have been
moved to HKAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors (the title of which will be changed to Basis
of Preparation of Financial Statements upon effective of HKFRS
18) and HKFRS 7. Minor amendments to HKAS 7 Statement of
Cash Flows and HKAS 33 Earnings per Share are also made.

HKFRS 18, and amendments to other standards, will be
effective for annual periods beginning on or after 1 January
2027, with early application permitted. HKFRS 18 requires
retrospective application with specific transition provisions.
The application of the new standard is not expected to have
significant impact on the financial performance and positions of
the Group in terms of recognition and measurement. However,
it is expected to affect the structure and presentation of the
consolidated statement of profit or loss.

94  ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED |

ERAEABUMBEBREERNE
%E Bl $7 5] R A& 3T 2= (|)

OB 18 14 R A MM B B B
945 B G R B H AT R 5
HENES)

BB 53 & ER E 1895 B R
X2 T R 1% E
BFEREMBIME LR EASRA B HE A
Z2IRREHIN BB B RENOZT
LRBEBENHRE BRAEESFEL
FAKABEHREAZES - ZRFR B
M mEEAGT R RoBREE
S ERFIRNZ AR TNRE - 5
ARBEERPE2IETERRER /N
AARFTRE R BHRERMETRE
EEERATMNENERRE AL
HRMBRRPRENENNER R
DHFITR o WIN BAE G ERFE R
METRZCBEZEEEGEAFES
SEATIHE - Baflhat E B RIEHHR (K
BESREERBRELENF18HE
MEBRERUBHREGEREE)RE
B MEERETH - BEGAER
FITRHAETREXARBTEGTELYR
335 & A & A A A IRIE RT o

FRMBREERE18HIA R H
ERWMETHER T _+F—-A—H
K2 ERFENFEREEYR AR
RIRA - BB BREEAFI8HKE
REMEPER UREBHENBEER
Rk - ERRFTEMS  BAHE
USR-S RN SR RS9 8]
BRRNELEBEATE - AT Bt ¥
TEECBRERNEBEEZRTA -

EXERZRARDF



Notes to the Consolidated Financial Statements (Continued)

e B S AR Y A ()

For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF CONSOLIDATED 3.

FINANCIAL STATEMENTS AND MATERIAL
ACCOUNTING POLICY INFORMATION

The consolidated financial statements have been prepared in
accordance with HKFRS Accounting Standards as issued by
the HKICPA. For the purpose of preparation of the consolidated
financial statements, information is considered material if such
information is reasonably expected to influence decisions
made by primary users. In addition, the consolidated financial
statements include applicable disclosures required by the Rules
Governing the Listing of Securities on the Stock Exchange and
by the Hong Kong Companies Ordinance.

The directors of the Company have, at the time of approving the
consolidated financial statements, a reasonable expectation that
the Group has adequate resources to continue in operational
existence for the foreseeable future. Thus they continue to
adopt the going concern basis of accounting in preparing the
consolidated financial statements.

Material accounting policy information

Basis of consolidation

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

o has power over the investee;

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

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

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

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiary and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses of a
subsidiary acquired or disposed of during the year are included
in the consolidated statement of profit or loss and other
comprehensive income from the date the Group gains control
until the date when the Group ceases to control the subsidiary.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Material accounting policy information (Continued)

Basis of consolidation (Continued)

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

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

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

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

Revenue from contracts with customers

Information about the Group’s accounting policies relating to
contracts with customers is provided in notes 5, 24 and 29
respectively.

Leases

The Group assesses whether a contract is or contains a lease
based on the definition under HKFRS 16 Leases at inception of
the contract. Such contract will not be reassessed unless the
terms and conditions of the contract are subsequently changed.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)

The Group as a lessee

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, including contract for acquisition of
ownership interests of a property which includes both leasehold
land and non-lease building components, unless such allocation
cannot be made reliably.

The Group applies practical expedient not to separate non-
lease components from lease component, and instead account
for the lease component and any associated non-lease
components as a single lease component.

Short-term leases

The Group applies the short-term lease recognition exemption
to leases of motor vehicles and properties that have a lease
term of 12 months or less from the commencement date and
do not contain a purchase option. Lease payments on short-
term leases are recognised as expense on a straight-line basis
or another systematic basis over the lease term.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)

The Group as a lessee (Continued)
Right-of-use assets
The cost of right-of-use assets includes:

° the amount of the initial measurement of the lease liability;
and

o any lease payments made at or before the
commencement date, less any lease incentives received.

Right-of-use assets are measured at cost, less any
accumulated depreciation and impairment losses, and adjusted
for any remeasurement of lease liabilities.

Right-of-use assets in which the Group is reasonably certain
to obtain ownership of the underlying leased assets at the end
of the lease term are depreciated from commencement date
to the end of the useful life. Otherwise, right-of-use assets
are depreciated on a straight-line basis over the shorter of its
estimated useful life and the lease term.

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

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS
9 Financial Instruments 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.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)

The Group as a lessee (Continued)

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. The
incremental borrowing rate depends on the term, currency and
start date of the lease and is determined based on a series
of inputs including: the risk-free rate based on government
bond rates; a country-specific risk adjustment; a credit risk
adjustment based on bond vyields; and an entity-specific
adjustment whether the risk profile of the entity that enters into
the lease is different to that of the Group and whether the lease
benefit from a guarantee from the Group.

The lease payments include:

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

° the exercise price of a purchase option if the Group is
reasonably certain to exercise the option.

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

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.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Leases (Continued)

The Group as a lessee (Continued)

Lease liabilities (Continued)

The Group presents lease liabilities as a separate line item on
the consolidated statement of financial position.

Sale and leaseback transactions

The Group applies the requirements of HKFRS 15 Revenue
from Contracts with Customers to assess whether sale and
leaseback transaction constitutes a sale by the Group.

The Group as a seller-lessee

For a transfer that does not satisfy the requirements as a sale,
the Group as a seller-lessee continues to recognise the assets
and accounts for the transfer proceeds as borrowings within
the scope of HKFRS 9.

Borrowing costs

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

Any specific borrowing that remain outstanding after the
related asset is ready for its intended use or sale is included
in the general borrowing pool for calculation of capitalisation
rate on general borrowings. Investment income earned on the
temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Government grants

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

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

Government grants related to income that are receivables as
compensation for expenses or losses already incurred or for
the purpose of giving immediate financial support to the Group
with no future related costs are recognised in profit or loss in
the period in which they become receivable. Such grants are
presented under “other income”.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Taxation

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

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

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

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will
not reverse in the foreseeable future. Deferred tax assets arising
from deductible temporary differences associated with such
investments are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are expected
to reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements (Continued)
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Taxation (Continued)

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

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

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

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.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 requirements to the lease liabilities and the related assets
separately. The Group recognises a deferred tax asset related
to lease liabilities to the extent that it is probable that taxable
profit will be available against which the deductible temporary
difference can be utilised and a deferred tax liability for all
taxable temporary differences.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes levied
the same taxable entity by the same taxation authority.

Current and deferred tax are recognised in profit or loss. Where
current tax or deferred tax arises from the initial accounting
for a business combination, the tax effect is included in the
accounting for the business combination.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Property, plant and equipment

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

Buildings and machinery in the course of construction for
production, supply or administrative purposes are carried at
cost, less any recognised impairment loss. Costs include any
costs directly attributable to bringing the asset to the location
and condition necessary for it to be capable of operating in
the manner intended by the management, including costs of
testing whether the related assets is functioning properly and,
for qualifying assets, borrowing costs capitalised in accordance
with the Group’s accounting policy. Sale proceeds of items
that are produced while bringing an item of property, plant and
equipment to the location and condition necessary for it to be
capable of operating in the manner intended by management
(such as samples produced when testing whether the asset is
functioning properly), and the related costs of producing those
items are recognised in the profit or loss. The cost of those
items are measured in accordance with the measurement
requirements of HKAS 2. Depreciation of these assets, on the
same basis as other property assets, commences when the
assets are ready for their intended use.

When the Group makes payments for ownership interests of
properties which includes both leasehold land and building
elements, the entire consideration is allocated between the
leasehold land and the building elements in proportion to
the relative fair values at initial recognition. To the extent the
allocation of the relevant payments can be made reliably,
interest in leasehold land is presented as “right-of-use assets”
in the consolidated statement of financial position. When
the consideration cannot be allocated reliably between non-
lease building element and undivided interest in the underlying
leasehold land, the entire properties are classified as property,
plant and equipment.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Investment properties

Investment properties are properties held to earn rentals and/or
for capital appreciation (including properties under construction
for such purposes) .

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

Construction costs incurred for investment properties under
construction are capitalised as part of the carrying amount of
the investment properties under construction.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposal. Any
gain or loss arising on derecognition of the property (calculated
as the difference between the net disposal proceeds and the
carrying amount of the asset) is included in profit or loss in the
period in which the property is derecognised.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Intangible assets

Internally-generated intangible assets — research and
development expenditure

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

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

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

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

o the ability to use or sell the intangible asset;

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

o the availability of adequate technical, financial and other
resources to complete the development and to use or sell
the intangible asset; and

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

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the recognition
criteria listed above. Where no internally-generated intangible
asset can be recognised, development expenditure is
recognised in profit or loss in the period in which it is incurred.
Subsequent to initial recognition, internally-generated intangible
assets are reported at cost less accumulated amortisation and
accumulated impairment losses (if any).
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Intangible assets (Continued)

Internally-generated intangible assets — research and
development expenditure (Continued)

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

Impairment on property, plant and equipment,
right-of-use assets and intangible assets

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

The recoverable amount of property, plant and equipment,
right-of-use assets, and intangible assets are estimated
individually. When it is not possible to estimate the recoverable
amount individually, the Group estimates the recoverable
amount of the cash-generating unit to which the asset belongs.

In testing a cash-generating unit for impairment, corporate
assets are allocated to the relevant cash-generating unit
when a reasonable and consistent basis of allocation can be
established, or otherwise they are allocated to the smallest
group of cash-generating units for which a reasonable and
consistent allocation basis can be established. The recoverable
amount is determined for the cash-generating unit or group of
cash-generating units to which the corporate asset belongs,
and is compared with the carrying amount of the relevant cash-
generating unit or group of cash-generating units.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Impairment on property, plant and equipment,
right-of-use assets and intangible assets (Continued)

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

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

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or a cash-generating unit or a group of
cash-generating units) is increased to the revised estimate
of its recoverable amount, but so that the increased carrying
amount does not exceed the carrying amount that would have
been determined had no impairment loss been recognised
for the asset (or a cash-generating unit or a group of cash-
generating units) in prior years. A reversal of an impairment loss
is recognised immediately in profit or loss.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Bank balances and cash

Bank balances and cash presented on the consolidated
statement of financial position include:

(@ cash, which comprises of cash on hand and demand
deposits; and

(b)  cash equivalents, which comprises of short-term (generally
with original maturity of three months or less), highly
liquid investments that are readily convertible to a known
amount of cash and which are subject to an insignificant
risk of changes in value. Cash equivalents are held for the
purpose of meeting short-term cash commitments rather
than for investment or other purposes.

Bank balances for which use by the Group is subject to third
party contractual restrictions are included as part of cash unless
the restrictions result in a bank balance no longer meeting the
definition of cash. Contractual restrictions affecting use of bank
balances are disclosed in note 25.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost of inventories are determined on a weighted average
method. Net realisable value represents the estimated selling
price for inventories less all estimated costs of completion and
costs necessary to make the sale. Costs necessary to make the
sale include incremental costs directly attributable to the sale
and non-incremental costs which the Group must incur to make
the sale, including costs to be incurred in marketing, selling and
distribution.

Financial instruments

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

Financial assets and financial liabilities are initially measured at
fair value except for trade receivables arising from contracts
with customers which are initially measured in accordance with
HKFRS 15. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial liabilities
other than financial liabilities at fair value through profit or loss
(“FVTPL”) are added to or deducted from the fair value of
the financial assets or financial liabilities, as appropriate, on
initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at FVTPL are
recognised immediately in profit or loss.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

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

Financial assets

All regular way purchases or sales of financial assets are
recognised and derecognised on a trade date basis. Regular
way purchases or sales are purchases or sales of financial
assets that require delivery of assets within the time frame
established by regulation or convention in the market place.

All recognised financial assets are measured subsequently in
their entirety at either amortised cost or fair value, depending on
the classification of the financial assets.

Classification and subsequent measurement of financial assets
Financial assets that meet the following conditions are
subsequently measured at amortised cost:

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

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

In addition, the Group may irrevocably designate a financial
asset that are required to be measured at the amortised cost
as measured at fair value through profit or loss if doing so
eliminates or significantly reduces an accounting mismatch.
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Amortised cost and interest income

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

Impairment of financial assets and contract assets subject to
impairment assessment under HKFRS 9

The Group performs impairment assessment under expected
credit loss (“ECL”) model on financial assets (including trade
and other receivables, pledged/time deposits and bank
balances) and contract assets which are subject to impairment
assessment under HKFRS 9. The amount of ECL is updated at
each reporting date to reflect changes in credit risk since initial
recognition.

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

e B S AR Y A ()

For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets and contract assets subject to
impairment assessment under HKFRS 9 (Continued)

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

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

R B RS AR Y A ()

For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

3. BASIS OF PREPARATION OF 3.

CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets and contract assets subject to
impairment assessment under HKFRS 9 (Continued)

(i) Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument
as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of
initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort. Forward-looking
information considered includes the future prospects
of the industries in which the Group’s debtors operate,
obtained from economic expert reports, financial
analysts, governmental bodies, relevant think-tanks and
other similar organisations, as well as consideration of
various external sources of actual and forecast economic
information that relate to the Group’s core operations.

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

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

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

° existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s ability
to meet its debt obligations;
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets and contract assets subject to
impairment assessment under HKFRS 9 (Continued)

U)

(i)

Significant increase in credit risk (Continued)
° an actual or expected significant deterioration in the
operating results of the debtor;

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

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

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

Definition of default

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

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

CONSOLIDATED FINANCIAL STATEMENTS

AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets and contract assets subject to
impairment assessment under HKFRS 9 (Continued)

(i)

(iv)

116 ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED |

Credit-impaired financial assets

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

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

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

(c) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider; or

(d) it is becoming probable that the borrower will enter
bankruptcy or other financial reorganisation.

Write-off policy

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

Notes to the Consolidated Financial Statements (Continued)
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF

CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)
Impairment of financial assets and contract assets subject to
impairment assessment under HKFRS 9 (Continued)

V)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default.
The assessment of the probability of default and loss
given default is based on historical data adjusted by
forward-looking information. Estimation of ECL reflects
an unbiased and probability-weighted amount that is
determined with the respective risks of default occurring
as the weights. The Group uses a practical expedient in
estimating ECL on trade receivables using a provision
matrix taking into consideration historical credit loss
experience, adjusted for forward-looking information that
is available without undue cost or effort.

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

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

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting their
carrying amount, with the exception of trade receivables,
other receivables and contract assets where the
corresponding adjustment is recognised through a loss
allowance account.
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Notes to the Consolidated Financial Statements (Continued)
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BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial assets (Continued)

Derecognition of financial assets

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity.
If the Group neither transfers nor retains substantially all the
risks and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest
in the asset and an associated liability for amounts it may
have to pay. If the Group retains substantially all the risks and
rewards of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises a
collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is
recognised in profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments issued by a group entity are
classified as either financial liabilities or as equity in accordance
with the substance of the contractual arrangements and the
definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual
interest in the assets of an entity after deducting all of its
liabilities. Equity instruments issued by the Company are
recognised at the proceeds received, net of direct issue costs.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

BASIS OF PREPARATION OF
CONSOLIDATED FINANCIAL STATEMENTS
AND MATERIAL ACCOUNTING POLICY
INFORMATION (Continued)

Financial instruments (Continued)

Financial liabilities and equity (Continued)

Financial liabilities

All financial liabilities are subsequently measured at amortised
cost using the effective interest method or at FVTPL.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the financial
liability is contingent consideration of an acquirer in a business
combination to which HKFRS 3 Business Combinations applies.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables,
amounts due to directors and bank and other borrowings are
subsequently measured at amortised cost, using the effective
interest method.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount of
the financial liability derecognised and the consideration paid
and payable is recognised in profit or loss.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, the
directors of the Company are required to make judgments,
estimates and assumptions about the carrying amounts of
assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based
on historical experience and other factors that are considered
to be relevant. Actual results may differ from these estimates.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

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

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

Impairment assessment of ECL for trade
receivables not backed by bank bills and contract
assets

The ECL on trade receivables not backed by bank bills and
contract assets is assessed individually for debtors and contract
assets with significant balances or credit-impaired and/or
collectively using a provision matrix with appropriate groupings
based primarily on the debtors’ ageing profiles.

The provision rates applied in the provision matrix are estimated
based on the historical observed default rates of the debtors
taking into consideration forward-looking information that is
reasonable, supportable and available without undue costs
or effort. At the end of each reporting period, the historical
observed default rates are reassessed and updated if required
after considering the forward-looking information that is
available to the directors of the Company. The contract assets
relate to unbilled work in progress have substantially the same
risk characteristics as the trade receivables not backed by bank
bills for the same types of contracts. The Group has therefore
estimated the expected loss rates for the trade receivables
not backed by bank bills and the contract assets on the same
basis.
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Notes to the Consolidated Financial Statements (Continued)
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Impairment assessment of ECL for trade
receivables not backed by bank bills and contract
assets (Continued)

The allowance for credit losses is sensitive to changes in
estimates. At every reporting date, the historical observed
default rates are reassessed and changes in the forward-looking
information are considered. At 31 December 2025, the carrying
amounts of trade receivables not backed by bank bills and
contract assets are RMB622,062,000 (2024: RMB443,272,000)
(net of allowance for credit losses of RMB3,532,000 (2024
RMB4,715,000) and RMB15,208,000 (2024: RMB10,581,000) (net
of allowance for credit losses of nil (2024: nil) respectively. The
information about the ECL and the Group’s trade receivables
not backed by bank bills and contract assets are disclosed in
note 39.

Estimated impairment of property, plant and
equipment, right-of-use assets, intangible assets
and deposits for acquisition of property, plant and
equipment

Property, plant and equipment, right-of-use assets, intangible
assets and deposits for acquisition of property, plant and
equipment are stated at costs less accumulated depreciation
(excluding deposits for acquisitions of PPE) and impairment,
if any. In determining whether an asset is impaired, the Group
has to exercise judgement and make estimation, particularly in
assessing: (1) whether an event has occurred or any indicators
that may affect the asset value; (2) whether the carrying value
of an asset can be supported by the recoverable amount, in
the case of value in use, the net present value of future cash
flows which are estimated based upon the continued use of the
asset; and (3) the appropriate key assumptions to be applied
in estimating the recoverable amounts including cash flow
projections and an appropriate discount rate. When it is not
possible to estimate the recoverable amount of an individual
asset (including right-of-use assets), the Group estimates
the recoverable amount of the cash generating unit to which
the assets belongs, including allocation of corporate assets
when a reasonable and consistent basis of allocation can be
established, otherwise recoverable amount is determined at
the smallest group of cash generating units, for which the
relevant corporate assets have been allocated. Changing the
assumptions and estimates, including the discount rates or the
growth rate in the cash flow projections, could materially affect
the recoverable amounts.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Estimated impairment of property, plant and
equipment, right-of-use assets, intangible assets
and deposits for acquisition of property, plant and
equipment (Continued)

Based on the result of the assessment, the Group determined
that the carrying amount of the respective cash generating unit
does not exceed the recoverable amount and no impairment
has been recognised.

Deferred tax asset

As at 31 December 2025, a deferred tax asset of
RMB8,812,000 (2024: RMB12,601,000) in relation to deductible
temporary difference for certain operating subsidiaries has
been recognised in the consolidated statement of financial
position. No deferred tax asset has been recognised on the
tax losses of RMB1,006,221,000 (2024: RMBB803,246,000)
and deductible temporary difference of RMB80,479,000
(2024: RMB70,911,000) due to the unpredictability of future
profit streams. The realisability of the deferred tax asset
mainly depends on whether sufficient future profits or taxable
temporary differences will be available in the future, which
is a key source of estimation uncertainty. The uncertainty
would depend on how the volatility or disruptions in energy,
financial, foreign currency or commodity markets may progress
and evolve. In cases where the actual future taxable profits
generated are less or more than expected, or change in facts
and circumstances which result in revision of future taxable
profits estimation, a material reversal or further recognition of
deferred tax assets may arise, which would be recognised in
profit or loss for the period in which such a reversal or further
recognition takes place.

et THBEENEE
IR (@)
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REFHEER AEEREZHESE
AEMNERETEBHESE TR
O &% - W EFERBIE -

EEBBEE

RZE-_RAF+=-_RA=+—H BHH
ATEENBARNENENEEZR
B IR SE B 18 & E A R %#8,812,0007T
(_7_E¢ AR #12,601,0007T) B
REREMFERAKPHER - AR KRB
WEEAEERREF $%@ﬁ$
PR TE ET 18 A R 1,006,221,000 7T (—
T - mF . AR #803,246,0007T ) &
Al 0 1 = 2 A R #80,479,000
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Notes to the Consolidated Financial Statements (Continued)

e B AR AR ()

For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

5. REVENUE 5. kA

(@) Disaggregation of revenue from contracts @ REEFEHNMNWADN
with customers

For the year ended 31 December 2025 51 E é EZ-_HEF+=-A=+—H
1k

Packaging Paper-based
paper packaging Total
BEE ALK ot

RMB’000 RMB’000 RMB’000
AR®T T ARET ARET

Types of goods or service EmRREER
Sales of packaging paper products HEBRRMER
Corrugated medium paper AA grade  AAZR FLAB it 4 1,633,732 - 1,633,732
Corrugated medium paper C grade CHR R4 25 - 25
Craft paper F R 271,219 - 271,219
1,904,976 - 1,904,976
Sales of paper-based packaging products $4 & 4% 5 & £ & @
Craft box FRAAE - 413,891 413,891
Honeycomb paper products EEME R - 74,214 74,214
Color printing box WENAE - 86,763 86,763
Color box packaging rapE - 36,592 36,592
- 611,460 611,460
Total BEr 1,904,976 611,460 2,516,436
Timing of revenue recognition LA ON L
A point in time R 1,904,976 - 1,904,976
Over time BEESRITER - 611,460 611,460
1,904,976 611,460 2,516,436
Set out below is the reconciliation of the revenue from TRINFKREREFLE LM U A H
contracts with customers with the amounts disclosed in DEERTIFEESTENER -

the segment information.

Segment
revenue Elimination  Consolidated

2 KA Ei )

RMB’000 RMB’000 RMB’000
AR¥ TR AR TR ARY®T T

Sales of packaging paper products HEBELRER 1,910,504 (5,528) 1,904,976
Sales of paper-based packaging products 4 & 41 2 & % & B 611,460 - 611,460
Revenue from contracts with customers KB & F & 48 A 2,521,964 (5,528) 2,516,436
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R B RS AR Y A ()

For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

5. REVENUE (Continued) 5. WA @@
(@) Disaggregation of revenue from contracts @ REEFEHNHBA
with customers (Continued) AT (&)
For the year ended 31 December 2024 HE-_Z-_WF+=-A=+—H
1EF E
Packaging Paper-based
paper packaging Total
BEM wE e BEr
RMB’000 RMB’000 RMB’000

ARETT ARBTT ARBTT

Types of goods or service EmB R ER
Sales of packaging paper products HEBRMBEM® uu
Corrugated medium paper AAgrade  AAS FLES 15 4 1,619,343 - 1,619,343
Corrugated medium paper C grade CH R ?EE 174 - 174
Craft paper 4+ R 121,468 — 121,468
1,740,985 - 1,740,985
Sales of paper-based packaging products $4 & 4% 5 &1 £ & @
Craft box ] - 439,159 439,159
Honeycomb paper products feReg G - 81,093 81,093
Color printing box ®E A - 139,765 139,765
Color box packaging raak - 34,828 34,828
- 694,845 694,845
Total BEr 1,740,985 694,845 2,435,830
Timing of revenue recognition 2 PN ok
A point in time E-BE% 1,740,985 - 1,740,985
Over time BE B [ R - 694,845 694,845
1,740,985 694,845 2,435,830
Set out below is the reconciliation of the revenue from TRINZRBEFP SR AEDF
contracts with customers with the amounts disclosed in BRI ESEOEER-
the segment information.
Segment
revenue Elimination Consolidated
oA s ra
RMB’000 RMB’000 RMB’000

ARETT ARETT ARBTT

Sales of packaging paper products HERRMBERD 1,753,201 (12,216) 1,740,985
Sales of paper-based packaging products & 4 2 & £ & @ 694,845 — 694,845
Revenue from contracts with customers € B & F & £ UA 2,448,046 (12,216) 2,435,830
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Notes to the Consolidated Financial Statements (Continued)

e B S AR Y A ()

For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

5. REVENUE (Continued)

(b)

Performance obligations for contracts with

5. WA @)
b) BEFEHANEBENEERE

customers and revenue recognition policies U A BUR
(1) Sales of packaging paper products (revenue (1) HEBRAER(RE—
recognised at a point in time) i B rE R WA )

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

is 30-45 days.

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

amount of the deposit.

(2) Sales of paper-based packaging products 2)

(revenue recognised over time)

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

The normal credit term is 30-180 days.

Please refer to note 24 for details on recognition of

contract assets.

MHEREMRERMS - K
AT B E o 2 ) B (B
REREEERFEE
IR -ERHE-—KNT
30&E 45K -

AEBERETEPREMHR
Al EAEERINER
AIBBATENBERTHE
REHNFRIERELESANEAE
B EEARAANMERIR
ABHAT2EH -

HERROEER (FEH
B R KA)
AEEBEZPF MR
PREMBENMEEAYN
DIREZEEFMREMEAL
ER AEEEAMAR -
ZRIE OB PEIAE
BRETRE BOELHR
EAREBZHETREF
ESEROERR  BREK
AREAE O TRE R IZE
NEBEREER - R E—
AN F30E180K °

ERERENEEN
5 F2HWE24 -

ANNUAL REPORT 2025 | —Z-HFFH 125



Notes to the Consolidated Financial Statements (Continued)

R B RS AR Y A ()

For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

5. REVENUE (Continued)

(c) Transaction price allocated to the remaining
performance obligation for contracts with
customers

The performance obligation under the contracts for the
sales of packaging paper and paper-based packaging
products has original expected duration of less than one
year and as permitted under HKFRS 15, the transaction
price allocated to these unsatisfied contracts is not
disclosed.

6. SEGMENT INFORMATION

The Group is principally engaged in the manufacturing and sales
of packaging paper and paper-based packaging products.

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

1. Packaging paper: this segment produces and sells
corrugated medium paper and craft paper.

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

craft box, color printing box, honeycomb paper products
and color box packaging.
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Notes to the Consolidated Financial Statements (Continued)

e B AR AR ()

For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

6. SEGMENT INFORMATION (Continued)

(@ Segment revenue and results

The following is an analysis of the Group’s revenue and

results by reportable and operating segment:

For the year ended 31 December 2025

6. TEER @

(@) AEBRARER
EEY AR EREIR 2 REE
HEAMMT :

Bxz_T-_Af+-A=t+—H
LFE

Packaging Paper-based
paper packaging Total

BERE iRk et
RMB’000 RMB’000 RMB’000
ARBTR AR®TR AR®Tx

REVENUE WA

External sales SN EB 88 & 1,904,976 611,460 2,516,436
Inter-segment sales DEEHEE 5,528 — 5,528
Segment revenue 7 # A 1,910,504 611,460 2,521,964
Eliminations Eag=| (5,528)
Group revenue SEWA 2,516,436
Segment profit (loss) DER A (EE) 37,427 (16,088) 21,339
Unallocated other income KoBEEMUA 583
Unallocated corporate expenses AOMEERE (12,649)
Unallocated other gains RoBEAM W 15,367
Profit before tax B& %1 B & A 24,640
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Notes to the Consolidated Financial Statements (Continued)

R B R AR ()

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

6. SEGMENT INFORMATION (Continued) 6. DHER @
(@) Segment revenue and results (Continued) (@ 7 HBUWARZES #)
For the year ended 31 December 2025 (Continued) BE-Z_H5+=-A=+—H
I FE (#E)
Other segment information included in the measurement FFENEFEERFT AR E o F6
of segment results: R E

Packaging Paper-based
paper packaging Total

BEE HREE st
RMB’000 RMB’000 RMB’000
AR®TRE AR®TR AR®BTR

Depreciation on property, plantand 1% - BiE R R EITE

equipment 83,306 33,135 116,441
Depreciation on right-of-use assets ~ F AEZEH & 6,191 2,518 8,709
Amortisation of intangible assets B EEEH 4,126 - 4,126
Total depreciation and amortisation 47 & K # §5 4 5t 93,623 35,653 129,276
Less: Amount capitalised W REFERERLEE

in inventories (52,840) - (52,840)
Less: Amount capitalised W RNEFREERERL
in intangible assets & (148) (422) (570)
40,635 35,231 75,866
Impairment losses (reversed) ME S R HE M E W
recognised on trade and other FOE (B E)ERL
receivables BEBE (2,174) 1,040 (1,134)
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Notes to the Consolidated Financial Statements (Continued)

e B AR AR ()

For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

6. SEGMENT INFORMATION (Continued) 6. 7 EMER @

(@ Segment revenue and results (Continued)

(@) DEBUR AR ZELE |

For the year ended 31 December 2024 HE-_Z-_ME+-_A=+—H
IEEE
Packaging Paper-based
paper packaging Total
BEM MRBE mEr
RMB’000 RMB’000 RMB’000
ARETT AREFTRT AR®TX
REVENUE KA

External sales SNER§H & 1,740,985 694,845 2,435,830
Inter-segment sales P2l k= 12,216 — 12,216
Segment revenue 7 B U A 1,753,201 694,845 2,448,046
Eliminations 8 (12,216)
Group revenue EEHKA 2,435,830
Segment profit 3 8B 4 ) 27,914 8,428 36,342
Unallocated other income R o B H U A 878
Unallocated corporate expenses 7 7 Bt 1> 2 FI 52 (16,986)
Unallocated other gains R B H U5 5 12,835
Profit before tax B Tt A g A 33,069
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Notes to the Consolidated Financial Statements (Continued)

R B RS AR Y A ()

For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

6. SEGMENT INFORMATION (continued)

(@

130 ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED |

Segment revenue and results (Continued)

For the year ended 31 December 2024 (Continued)

Other segment information included in the measurement
of segment results:

(@) DEBUR AR FELE 1\
Hz—_f2-_mWH&F+=-_A=+—H

LIEFE (8)
FEOMBEERTANEMS I
Rk
Packaging Paper-based
paper packaging Total
BEK wEaE st
RMB’000 RMB’000 RMB’000

ARBTT AR%®TRT AR%®TR

Depreciation on property, plant ¥ %  FiE & & &

and equipment e 80,340 32,851 113,191
Depreciation on right-of-use assets & AE L ETE 6,351 2,722 9,073
Amortisation of intangible assets % JiZ & = # $5 3,618 - 3,618
Total depreciation and mEREHER

amortisation 90,309 35,573 125,882
Less: Amount capitalised W R FEEFRERE

in inventories ok (53,220) - (53,220)
Less: Amount capitalised B REBREER
in intangible assets BERbe5E (85) — (85)
37,004 35,573 72,577
Impairment losses recognised BE H K H MWK
on trade and other receivables  TEIE R R E E 18 954 7 961

The accounting policies of the operating segments are
the same as the Group’s accounting policies. Segment
results represented the profit earned by/loss from each
segment without allocation of corporate income and
expenses.

LEDB G BREARKEE GG K
RER - 2 EBEAEE S D BREA A
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Notes to the Consolidated Financial Statements (Continued)

e B AR AR ()

For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

6. SEGMENT INFORMATION (Continued)

(b)

Information about products

The following is an analysis of the Group’s revenue from

its major products:

6.

o5& B m)
b) EBEEMER

AEEXTZEMOKRADN

mF -

2025 2024
—E_REF —E-NE
RMB’000 RMB’000
AR® TR ARBEFT
Corrugated medium paper AA grade  AAZR FLAB F 4% 1,633,732 1,619,343
Corrugated medium paper C grade CAELIB T 4K 25 174
Craft paper TR 271,219 121,468
Craft box H--RAAE 413,891 439,159
Honeycomb paper BEAR M 74,214 81,093
Color printing box PRI 86,763 139,765
Color box packaging Faek 36,592 34,828
2,516,436 2,435,830

Geographical information c HEER

The Group’s operations and customers are all located in
the PRC.

Information about major customers

For the years ended 31 December 2025 and 2024, no
customer contributed over 10% of the total revenue of the
Group for the respective year.

Segment assets and liabilities

Information of the reporting and operating segments of
the Group reported to the chief operating decision maker
for the purposes of resource allocation and performance
assessment does not include any assets and liabilities.
Accordingly, no segment assets and liabilities are
presented.

FEENEXBREFRPALR
e

EEFEEFMNER
BE_ZE_AFk_ZT_NF+
TAZ+—BLEE TETH
EEREEFEERMEAEER
YW A BB 10% °

THEERERE

MEBLERREZBRAEER
DEERBEFERAENAEET
EHMREESMEHNLTREME
MEENAE - At A HEZE7
DEEENREE-
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R B RS AR Y A ()

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

7. OTHER INCOME

7. HfgA

2025 2024
—E_RHF —E-NE
RMB’000 RMB’000
AR TR AR T
Interest income B WA 3,120 2,858
Management fee income BEEBKA 86 109
Net income from sales of scrap HERER WA FEE
materials 9,931 8,184
Government grants related to income £ U A A8 B8 &9 BX AT 48 B (B 5%)
(note) 71,897 67,233
Government grants amortised from LA 3% 3 e N 8 5 B0 IS 476 B
deferred income (note 34) (P 5F34) 3,848 3,764
Sundry income HMIEUWA 1,528 1,259
Total #Et 90,410 83,407

Note: Government grants received and receivable by the Group’s PRC
subsidiaries as financial incentives for operation. No conditions are

attached to these financial incentives.

8. IMPAIRMENT LOSSES REVERSED 8.
(RECOGNISED) UNDER EXPECTED

CREDIT LOSS MODEL, NET

B 0 A o] R F o

—E-HE

RMB’000
ARBTR

Impairment losses reversed (recognised)
on trade and other receivables, net

FLE 5 N E A R U R IR B (R RR)

KR E 5 18 1,134

BEE - AN S [ A o BB 2 B 2 ER R AR R
WA REB Y RER XY HERY &

2024
—EFOF
RMB’000
ARET T

(961)
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e B AR AR ()

For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

9. OTHER GAINS AND LOSSES 9. HMtWERER
2025 2024
—E_RF —ENF
RMB’000 RMB’000
AREFT T AR T
Exchange loss, net SNEE 518 F 58 (409) (446)
Gain (loss) on disposals of property, HEME  WENMHHKE
plant and equipment, net (E518) F5 782 (2,527)
Gain on disposals of investment BB R B B M E a5 58 (Bt 5E)
properties, net (note) 15,367 12,835
15,740 9,862
Note: During the year ended 31 December 2025, the Group entered into Wi : BE—FE-_AF+-_A=+—HLFE"
certain agreements to dispose investment properties to independent AEBFVETHSE RABYE=FEH
third party purchasers. The aggregate amount of cash consideration of PEREEEE AEEDRIBELRK
RMB40,821,000 (2024: RMB18,977,000), including relevant value-added BA £ AR40,821,0007T (= Z — P4 :
tax of RMB3,371,000 (2024: RMB1,567,000), has been received. The A R 18,977,000t ) © & # B8 5 16 B 1
remaining cash consideration of RMB995,000 (2024: RMB2,978,000), ERARES3371,000C (=T ME: A
including remaining value-added tax of RMB82,000 (2024: RMB246,000), R #1,567,0007T) - 82 TR & RE AR
would be settled on or before 31 December 2026 (2024: 30 June 2025). 995,0007T (= F Z U 4F : A K #2,978,000
The disposal transaction has been completed and resulted in a net gain of ) (BIEHTEED ARS2000T(=
RMB15,367,000 (2024: RMB12,835,000) in the profit or loss. T oF ARBE246,0000L)) B ZF
ZARFE+tZA=t+—B(ZZ=-m&F: =
T_RFENAZTH)RZATEE - ZiH
ERXFHOTER ' WRIBEFREEFKEA
R #15367,000 (T - WE: AR
12,835,0007T) °
10. FINANCE COSTS 10. @& B A
2025 2024
—E_RHF —E-NE
RMB’000 RMB’000
AR T AR T
Interest on: ATIEE®HE -
Bank and other borrowings RIT R EAMIE R 46,674 42,780
Lease liabilities HEaRE 1,167 1,519
Amounts due to directors BT E BB - 433
Total borrowing costs EE K ABER 47,841 44,732
Less: amounts capitalised in the cost of J& : 7 4% & 14 5 #h & p A & A 1b
investment properties k! (1,525) (430)
46,316 44,302
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R B RS AR Y A ()

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

11. PROFIT BEFORE TAX 11. BRB AR R
Profit before tax has been arrived at after charging: FR 75 A a A 2 0 BR T %1 %518 -

2025 2024
—E_HEHF —EZNF
RMB’000 RMB’000
AR¥T T ARET T

Depreciation of property, plant and W BELRSETE

equipment 116,441 113,191
Depreciation of right-of-use assets FREEENE 8,709 9,073
Depreciation of investment properties R&EMEEMETE 569 —
Amortisation of intangible assets A B 4,126 3,618
Total depreciation and amortisation E MBS 129,845 125,882
Less: Amount capitalised in inventories & : RIFEHF E ARk 4 5 (52,840) (53,220)
Less: Amount capitalised in intangible & : REFEEF ER{L & 5B

assets (570) (85)

76,435 72,577

Auditor’s remuneration % B & 1,800 1,800
Cost of inventories recognised BRAFAZNFERE (B EMR

as an expense (including write- FEARE129,000 L (ZZF — /Y

down of inventories amounting to F: AR¥1,995,0007T))

RMB129,000 (2024: RMB1,995,000)) 2,090,725 1,954,529
Staff costs 8 TR A
— directors’ and chief executive’s —EEZRTHRETME (F:E13)

emoluments (note 13) 6,238 6,549
— salaries and other benefits costs for — B ERITHERZUINE THHF S
staff other than directors and chief N H b 18
executive 265,717 274,341
— retirement benefits schemes —EERTHEFAINE THIRK
contributions for staff other than & F 51 B 3
directors and chief executive 30,976 27,779
Total staff costs BTKAEE 302,931 308,669
Less: Amount capitalised in inventories & : RIFEF E R4 5 (61,839) (55,700)
Less: Amount capitalised in intangible & : REF A EF ER{L &5
assets (2,602) (122)
238,490 252,847
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e B AR AR ()

For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

12. INCOME TAX EXPENSE (CREDIT)

12. FRIEHRAX (ER)

2025 2024
—E_RF —E-NE
RMB’000 RMB’000
AR T ARETF T

PRC Enterprise Income Tax: FEIDEMER:
Current tax B HA R 18 2,173 1,897
Overprovision in prior years BAFTEBEEH 9) ©)
Land appreciation tax (‘LAT") T ER (LB ER]) 827 302
2,991 2,197
Withholding tax TEIH 550 1,400
Deferred tax (note 31) EIERTE (M1 EE31) 3,353 (11,832)
6,894 (8,235)

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

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
or enterprises applicable to EIT policies for large-scale
development in the Western Region by the relevant government
authorities are subject to a preferential tax rate of 15%. As at 31
December 2025, certain PRC subsidiaries with taxable profits
not exceeding RMB3 million, approved as “small and low-profit
enterprises” by the relevant government authorities are subject
to a preferential effective tax rate of 5% (2024: 5%).

AEERMEFEAEERBELR
ARBL A W B E B M B WAL
I

BEPHCEMSHEZ(LERBH
EDRTCEMBREEBGL - ¥ E
MmEFEN - AEBERFHBNK B
NAER TR B25% > & T F B I B
RAEBNBEBE RRE A=
CENBAASARBLCEMESHREK
FWLE AJZEEHMEILL BN
E-_RF+_A=1+—8 EHETER
FREFNTRBBAAREIEE TR EH
WEAREBRINEBERRT AN
BMACE] IZEBEHRESR(ZF
ZPUEE :5%) o
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R B RS AR Y A ()

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

12. FIEHEXER) @

AEEHRERX (ER)EBEAERAR

12. INCOME TAX EXPENSE (CREDIT) (Continued)

The tax expense (credit) for the year can be reconciled to the

profit before tax per the consolidated statement of profit or loss
and other comprehensive income as follows:

H fth 2 1 Wk R A BR AR AT 5 A B0 H BR
LN

2025 2024
—E_FRF —E-ME
RMB’000 RMB’000
AR T AREF T
Profit before tax B T2 Al 4 A 24,640 33,069
PRC Enterprise Income Tax at 25% W% ETIRPBEIDEMESH 6,160 8,267
Tax effect of income tax credit granted  Fif & 2 &) 5t 5 B ik AN E IR (L AT 15 7R
to subsidiaries for research and R T TS 5 B
development costs (5,996) (22,022)
Tax effect of income not taxable for tax Tt %t 75 M &5 H 7B ik L IR A 2 B 75
purpose (note a) F2& (fika) (51,794) (50,799)
Tax effect of expenses not deductible &t 7% M 5 1~ o] F0H 5 S 0 B 75
for tax purpose za 1,396 1,425
Effect of tax exemption on FENEB AR EREERERR XN
concessionary rates granted MBERTE
to the PRC subsidiaries 2,174 7,094
Tax effect of tax deductible temporary < f# 38 A] $0 76 & B 14 2= 58 M T 75
differences not recognised 2a 2,392 1,685
Tax effect of tax losses not recognised KRR BB E T E 50,744 44,765
Overprovision in prior years BAEFEBEEE 9) @)
Withholding tax on profits distribution of %/ B Fff /&8 A & /) 2 B A B T2 78
the PRC subsidiaries (note b) M (T 5Eb) 1,000 1,050
LAT TR E N 827 302
Income tax expense (credit) for the year A E 8 H 5 x (F %) 6,894 (8,235)
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e B S AR Y A ()

For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

12. INCOME TAX EXPENSE (CREDIT) (Continued)

Notes:

In accordance with the Circular of the Ministry of Finance and the State
Administration of Taxation on Issues Concerning Implementing the
Enterprise Income Tax Incentive Catalogue for Comprehensive Utilization
of Resources Cai Shui [2008] No. 47, and the Enterprise Income Tax
Incentive Catalogue for Comprehensive Utilization of Resources (2021)
issued by the Circular of the Ministry of Finance, the State Administration
of Taxation, National Development and Reform Commission and Ministry
of Ecology and Environment on 16 December 2021, an enterprise, which
uses the raw materials under the catalogue to produce recycled resource
products under the catalogue and the products meet the national or
industrial standards, is entitled to incentive tax arrangement such that only
90% of the sales revenue of the products is subject to the calculation of
the taxable income. During the years ended 31 December 2025 and 2024,
three of the subsidiaries of the Group’s recycled products qualified for the
incentive tax arrangement. Therefore 10% of the revenue from sales of
recycled products of these three subsidiaries was not taxable for income
tax calculation purpose.

In accordance with the PRC tax regulations effective from 1 January
2008, the PRC withholding income tax at the rate of 10% is applicable
to dividends declared to “non-resident” investors who do not have an
establishment or place of business in the PRC. For certain “non-resident”
investors with establishment or place of business in the Hong Kong and
fulfiling criteria of “beneficial owner”, the PRC withholding income tax rate is 5%.
The above withholding income tax represents the withholding income tax
provided on the profits arising from the PRC subsidiaries of the Company
during the years ended 31 December 2025 and 2024 which are available
for distribution and disclosed in note 31.
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Notes to the Consolidated Financial Statements (Continued)

R B R AR ()

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

13. DIRECTORS’ AND CHIEF EXECUTIVE’S 13. EERITHARZME

EMOLUMENTS

ENREMNESRRITHRAE S S A
T

The emoluments paid or payable to each of the directors and
the chief executive were as follows:

BE
RMB’000
AR TR

Salary

kS
RMB’000
AR TR

Performance
related
bonus

BHRSE
RMB’000
AR®T R

Retirement
benefits
schemes
contributions
R EF

B B
RMB’000
ARBTR

Total

At
RMB’000
AR®BT T

For the year ended BE-Z-H%+=A

31 December 2025 =t—HLEFE
Executive directors HITES
— Hu Zheng —#1E - 993 — 16 1,009
— Hu Hanchao — 12 - 699 300 - 999
— Hu Hancheng —tRIER - 993 - - 993
— Hu Jianpeng —HAREHs - 815 339 38 1,192
— Chen Wei —BRE - 746 400 26 1,172
Non-executive director ERNTES
— Hu Jianwen —tARE 360 - - - 360
Independent non-executive &3 JF 1T & £

directors
— Chung Kwok Mo John  — 42 B 183 — - — 183
— Shin Yick Fabian (resigned —% % (M- Z - A&

on 31 July 2025) tA=+—BEfI) 96 - - - 9
— Liew Fui Kiang — 3= 165 - - - 165
— Au Yeung Po Fung -BHEE

(appointed on 31 July (R—Z-_A%FtA

2025) =+—HEZE) 69 - - - 69
Chief executive officer TH A
— Hu Jianpeng — RS - - - - -

873 4,246 1,039 80 6,238
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For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

13. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (Continued)

13. EERTTHAZM £ @

Retirement
Performance benefits
related schemes
Fee Salary bonus contributions Total
BRREF
ik e EuEe SEHER FoE
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT AREFT ARETR AREFT AREFT
For the year ended HE-ZT-_MmF+=A
31 December 2024 Zt-BLEEE
Executive directors Hi1ES
— Hu Zheng —H#1E - 1,005 - 16 1,021
— Hu Hanchao —HEH - 701 300 - 1,001
— Hu Hancheng —tERR - 1,005 - 7 1,012
— Hu Jianpeng — iRt - 885 694 29 1,608
— Chen Wei —RE - 862 150 22 1,034
Non-executive director FHES
— Hu Jianwen —H= 360 - - - 360
Independent non-executive ~ BIUFHITEE
directors
— Chung Kwok Mo John —EEH 183 - - - 183
— Shin Yick Fabian %5 165 - - - 165
— Liew Fui Kiang —-2EE 165 - - - 165
Chief executive officer THES
— HuZheng (resignedon 11 —#E (R =T - 4F
December 2024) +ZA+—HEME) - - - - -
— Hu Jianpeng (appointed on  —#AMERE (M= =W 4F
11 December 2024) +-A+—REZMT) - - - - -
873 4,458 1,144 74 6,549
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R B RS AR Y A ()

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

13.

14.

DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS (continued)

Note: During the year, Mr. Shin Yick Fabian resigned as an independent non-
executive director of the Company on 31 July 2025. Mr. Au Yeung Po
Fung was appointed as an independent non-executive director of the
Company on the same date. The emoluments disclosed above include
those for services rendered by them as the independent non-executive
director.

Mr. Hu Hancheng and Mr. Hu Zheng are the co-chairmen of the Company
and their emoluments disclosed above include those for services rendered
by them as the co-chairmen. The executive directors’ emoluments and
chief executive’s emoluments shown above were for their services in
connection with the management of the affairs of the Company and the
Group. The emoluments of non-executive director and independent non-
executive directors shown above were for their services as the directors of
the Company.

During both years, no emolument was paid by the Group to
the directors or the chief executive as compensation for loss of
office or an inducement to join the Group. None of the directors
or the chief executive waived any emoluments for both years.

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees of the Group during the year
included two directors (2024: three directors), details of whose
remuneration are set out in note 13 above. Details of the
remunerations for the year of the remaining three (2024: two)
highest paid employees who are neither a director nor chief
executive of the Company are as follows:

13. EERTHAZM € @

14.

Mia: FR- ASEER_T_AFLA=+—
FREARABYUIRTEST -BHEY
FERRAABZEREARRABILIENTE
FoLABRBENFHERREREETEIE
MITE BT IR A0 BN -

EREERBELERERRRREE
EER LRABBERENMSEERE
THFEFRRHERBOMNE - ERAR
WITESERITRARMES IR NEEEAR
RARAEEEHREARTOME - LXK
FIRFRTEERBUFATEEME D
RESEEEARRAEFRURBOMNS -

RMEFE NEBELEFEELT
BB N ERME - F 2R E
IMAXREEFH RAEFE I
BEFIITHASREEAME -

TEREHEET

RAFE AEELEAK

=HBES

BEMZERE(-ET_NE: =85
B5) EMeFBHN EXWFEI3 &
B=B(ZEZEF:MB)WLIEER
REERTTHRAHNESTHEED

BB

2025 2024

—E_REF —EZNF

RMB’000 RMB’000

AR® T AREFT

Salaries e 2,150 1,593

Performance related bonus B 951 703
Retirement benefits schemes RAKE R FE B 3R

contributions 47 34

3,148 2,330
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For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

14. FIVE HIGHEST PAID EMPLOYEES (Continued) 14. T2 B S H £ 8 I (&)
Their emoluments were within the following band: FEMNHNEN TFUTEHE :
Number of employees
ETIAE
2024
—ETNF
HKD1,000,001 to HKD1,500,000 1,000,001 7% 7T = 1,500,000 7% 7T 3 2

During the year, no emoluments of the five highest paid
individuals (including directors and other employees) were
incurred as inducement to join the Group or compensation for
loss of office.

15. DIVIDEND

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

15.

RAFEIEENAEARSHFMAL
(BREFLEMBER)NME HER
MAREE S F BB EmMEL -

@ =\

RERER/DIRTAREEBERK
RZBE

2024 Final — RMB2.00 cents
(2024: 2023 Final — RMB1.00 cent)
per share

2.007

—E_NEERE - BRARE
—TomE
ERB-BRARE1.005)

—E-=F

2025 2024
—E_REF —E-NE
RMB’000 RMB’000
AR T AR F T
10,000 5,000

Subsequent to the end of the reporting period, a final dividend
in respect of the year ended 31 December 2025 of RMB1.00
cent (2024: final dividend in respect of the year ended 31
December 2024 of RMB2.00 cents) per ordinary share, in an
aggregate amount of RMB5,000,000 (2024: RMB10,000,000),
has been proposed by the directors of the Company and is
subject to approval by the shareholders in the forthcoming
general meeting.

RBREPRE  ARAREZCERD
HEe_ZTZ-_AF+_-_A=+—HI*F
EERAABRESHREBEBRARE
1009 (ZE_HF : FEE T T
FH+_AZ+—HUEFESTRAHR
EERLTEBRARKE2007) HEA
AR¥5,000,000c (ZEZHF : AR
#10,000,0007T) + I 78 £F IR A JE JE
R RS EHER - HRIEE -
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For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

16. EARNINGS PER SHARE 16. B & F|
The calculation of the basic earnings per share attributable to KARHEEAEESRERNEFIZI
owners of the Company is based on the following data: TEBRHE

2025 2024
—_E_HEHF —ETENF
RMB’000 RMB’000
AR¥FT T AR T

Earnings ZR
Profit for the year attributable to owners FA LA 5+ & & i% 7K & 7| ) AN A 7]
of the Company for the purpose of wH AESF NG F

basic earnings per share 14,510 36,392
Number of shares BOEE
Number of ordinary shares for the AU ESRERRTNE B

purpose of basic earnings per share AR 2 500,000,000 500,000,000
No diluted earnings per share for both 2025 and 2024 were HRZFEZAFER T _NFHEE
presented as there were no potential ordinary shares in issue TEALLTBER WIEEIN_FT_H
for both 2025 and 2024. FR-Z_MFHEREERN -
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For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

17. PROPERTY, PLANT AND EQUIPMENT 17. ¥ - BERFZE
Leasehold Furniture Motor Plantand Construction
Buildings improvements and fixtures vehicles  machinery in progress Total
B
BT HENEEE RETRE AE BEREE ERIR st

RMB’000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
ARBTR  ARETR ARBTT ARBTT ARETT ARETR ARETR

COST BA
At 1 January 2024 RZZE-W&—F—-H 496,458 10,037 50,506 24,168 1,625,023 40,647 2,246,839
Additions AE 2,458 - 500 4,930 1,236 151,069 160,193
Disposals e 8911) - (5.374) (6,604) (14,577) - (35,466)
Transfer from construction BERIRER
in progress 4239 - 1,135 764 118,289 (124,427 -

At 31 December 2024 RZZE-MF

+-A=+-H 494,244 10,037 46,767 23,258 1,729,971 67,289 2,371,566
Additions NE 243 — 329 262 2,175 171,100 174,109
Disposals HeE (833) - (26) (4,367) (13,449) - (18,675)
Transfer from construction BERIRER

in progress 6,360 - 1,737 — 211,289 (219,386) —

At 31 December 2025 RZZE-h&

+-A=+-H 500,014 10,037 48,807 19,153 1,929,936 19,003 2,527,000
DEPRECIATION g
At 1 January 2024 RZZE-WE—-F—H 150,795 10,037 24,924 18,025 655,363 - 859,144
Provided for the year FRFR 20,542 - 2,053 2,699 87,807 - 113,191
Eliminated on disposals HERHE (7,854) - (2,928) (3,733) (13,448) — (27,963)
At 31 December 2024 RZZE-MF

+-A=+-H 163,483 10,037 24,049 16,991 729,812 — 944,372
Provided for the year FREE 20,906 - 2,269 1,582 91,734 - 116,441
Eliminated on disposals HERHH (59) - (23) (1,399) (13,184) - (14,665)
At 31 December 2025 RZZZHE

+-A=+—H 184,330 10,037 26,295 17,124 808,362 — 1,046,148
CARRYING VALUES BHE
At 31 December 2025 R-ZE-h&

+-A=+-H 315,684 — 22,512 2,029 1,121,624 19,003 1,480,852
At 31 December 2024 RZZE-MF

+-ZA=+-H 330,761 - 22,718 6,267 1,000,159 67,289 1,427,194
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For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

17. PROPERTY, PLANT AND EQUIPMENT 17. 1% - BERRHE®@®
(Continued)
The above items of property, plant and equipment, except BREBRIREIIN ERANYE - BE
for construction in progress, are depreciated on a straight- REHEE A RGFHRER UE
line basis over their estimated useful lives and after taking into BAERGEEAERAFHANZTIFEE
account of their estimated residual values at the following rates bb R EHRITE ¢
per annum:
Buildings Over the shorter of the term of BgF T4 HABR 5 4.50% &=
the lease, or 4.50%-18% 18% @ A& R%E
Leasehold improvements Over the shorter of the term of HEWHEEE T %) HABR 3 20% &
the lease, or 20%-50% 50% @ B EE A%
Furniture and fixtures 11.25%-18% FRKEEERE 11.25% £ 18%
Motor vehicles 18% E 18%
Plant and machinery 4.50%-18% TR 55 K2t A 4.50% £ 18%
18. RIGHT OF USE ASSETS 18. FRAEEE
Machinery
Leasehold Leased and
lands properties vehicles Total
HELH HEYE KBEREHR st
RMB’000 RMB’000 RMB’000 RMB’000
ARETTT ARETT ARBTT ARETT
At 31 December 2025 RZZEZRF
+=—A=+—8H
Carrying amount REE 100,343 2,202 3,727 106,272
At 31 December 2024 RZFE_WF
+=—A=+—8H
Carrying amount FREE 104,645 4,432 7,935 117,012
For the year ended BE_ZT_AfF
31 December 2025 TZA=+—RHLFE
Depreciation charge WEER 4,302 2,230 2,177 8,709
For the year ended E2-T_F
31 December 2024 TZA=+—RLFE
Depreciation charge WEER 4,268 2,262 2,543 9,073
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

18.

RIGHT OF USE ASSETS (Continued)

18. F AR EE @)

HEEERENAX
HEZHRS RN R
RNEFTRAEEE

Expense relating to short-term leases
Total cash outflow for leases
Additions to right-of-use assets

2025 2024
—E_HE —ENF
RMB’000 RMB’000
AREFT T AR T
2,826 2,261
13,326 8,920

415 3,486

For both years, the Group leases various offices, warehouses,
machinery and vehicles for its operations. Lease contracts are
entered into for fixed term of 12 months to 50 years. Lease
terms are negotiated on an individual basis and contain a wide
range of different terms and conditions. In determining the lease
term and assessing the length of the non-cancellable period,
the Group applies the definition of a contract and determines
the period for which the contract is enforceable.

In addition, the Group owns several industrial buildings where
its manufacturing facilities are primarily located and office
buildings. The Group is the registered owner of these property
interests, including the underlying leasehold lands. Lump
sum payments were made upfront to acquire these property
interests. The leasehold land components of these owned
properties are presented separately only if the payments made
can be allocated reliably.

The Group regularly entered into short-term leases for motor
vehicles and properties. As at 31 December 2025 and 2024,
the portfolio of short-term leases is similar to the portfolio
of short-term leases to which the short-term lease expense
disclosed above.

Restrictions or covenants on leases

Lease liabilities of RMB16,968,000 (2024: RMB25,886,000) are
recognised with related right-of-use assets of RMB14,697,000
as at 31 December 2025 (2024: RMB 21,730,000). The
lease agreements do not impose any covenants other than
the security interests in the leased assets that are held by
the lessor. Leased assets may not be used as security for
borrowing purposes.

PREFE A&EERELEEHEASR
FHRArE B HEELkAE-HE

LAE EHE1218 A 2E50F 53L& 4 °

HMEKRDERENEEER WS
Bz TNEGER Rt REEHRE
Kbt A BSR4 Bl - A& E
ERGEHNZERNMNETATEEGNZ
/Hﬁ FEﬂ °

N REEEESHEEXEELERE
FIECIHXEBFRBAEEF KK
Bl EmEE=(REHEHEL
H)ZBDBRHEA BALEMEERS
BrfEH —RMETER K e &t%ﬁﬁ%%
H)HH & 4 A (& E BT SZ A ROIR

ssimﬂﬁﬂﬁ'\ﬂﬁﬂTﬁgﬁ_Lﬂﬂ'\

BB AERMETLEEHM
RZEZRAFERZT_NF+=
HE+*EI N EAS® ERAT
FEOPEERERINEEE A
EHAMAM -

HE R R

RZE-_RAF+=-_A=+—8 B¥
REEAEAAREK16,968,0007T (=
= — 0 AR #25,886,0007T ) &
HEFEREEE R ARM14,697,000
T(ZZTZMHF + AR %21,730,000
) BRHEBEAREREESEERE
¥9\\v7ﬁ‘ﬁﬁﬂ 5 175 w5 188 2 1 0 A ) 2
cTHRAEBETSAERBRER-

B
° >ﬁﬂ‘+
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18. RIGHT OF USE ASSETS (Continued) 18. FRAEEXE @)

Rent concessions

During the year ended 31 December 2025 and 2024, there was
no rent concession provided by the lessors.

Sale and leaseback transactions — seller-lessee

To better manage the Group’s capital structure and financing
needs, the Group sometimes enters into sale and leaseback
arrangements in relation to machinery leases. These legal
transfers do not satisfy the requirements of HKFRS 15 to be
accounted for as a sale of the machinery. During the year ended
31 December 2025, the Group has raised new borrowings of
RMB108,340,000 (2024: RMB58,650,000) in respect of such
sale and leaseback arrangements.

Details of the leasehold lands pledged are set out in note 37.

Details of the lease maturity analysis of lease liabilities are set
out in notes 28 and 39.

HEEE

HE_Z2_AFE-_FT_NWF+=A
—+—BIEFELESMDEARE
MESE=R-

EREEXRZ-EH-—EABEA

ARITHMEBAEENERNERE M
BER AEEBTHREMBEET L
ErERZH - ZFEATFTEHBRL TR
EEARBYBREENEISRENRTE
NHEZSEHMELRE - REBEE2 -5 =
AFE+-_AZ+—HLFE A£H
EREERHELTHEEMENR
A R #108,340,000 T ( — & — PO 4 :
AR #58,650,0007T) °

EREHEMABEE L O FBHNM
37 °

FRMEERENEEIN RO MHFR
M 28 R M EE39
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19. INVESTMENT PROPERTIES

19. REMEME

Investment
properties
Investment under
properties construction Total
REMHE TEEBEREHM
EE EitE F
RMB’000 RMB’000 RMB’000
AREFTT AREFTT ARETT
COST XA
At 1 January 2024 R _mF—HA—H - - -
Transfer from right-of-use B A A A
assets — 43,188 43,188
Construction costs incurred FTEE A B3R AN — 79,257 79,257
Transfer R 15,585 (15,585) —
Disposals & (7,307) — (7,307)
At 31 December 2024 RZZE-_WF+=—A=+—H 8,278 106,860 115,138
Construction costs incurred FTEE £ B EK A — 82,244 82,244
Transfer R 73,618 (73,618) —
Disposals & (23,049) — (23,049)
At 31 December 2025 R-ZE_RF
+=—A=+—8 58,847 115,486 174,333
DEPRECIATION e
At 1 January 2024 and RZE-_WF—A—B K
31 December 2024 —EoNFE+-—A=1+—H — — —
Provided for the year FRNEHE 569 - 569
Eliminated on disposals i & B 4 5 (53) - (53)
At 31 December 2025 R_ZE-_AF+-A=+—H 516 - 516
CARRYING VALUES REE
At 31 December 2025 RZZE-_RAF+=-_A=+—H 58,331 115,486 173,817
At 31 December 2024 RZZE-_WWF+=—A=+—H 8,278 106,860 115,138
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19. INVESTMENT PROPERTIES (Continued) 10. REMEME @)

In response to Zhongshan City Government’s request
for increasing utilization rate of land, the Group started
redevelopment of certain occupied land by phase since 2024.

The fair value of the Group’s investment properties
at 31 December 2025 was RMB309,973,000 (2024:
RMB366,618,000). The fair value was assessed by the
management of the Group by reference to the recent
transaction prices for similar properties.

The above investment properties, except for investment
properties under construction, after taking into account the
residual values, are depreciated on a straight-line basis over the
shorter of the term of the lease, or 30 years.

A5 10 JE FR LLT BORT P AR AR 0 A b 4R
REWER AEEBE T _NFH
mERETEHEBALM -

AEBKEUFEHWER-_Z-_AF
+-BAZ+t—HHAABAARE
309,973,000 (=T —MM4F : AR
366,618,0007C) ° A A E I B A & &
EEE2ZBRUDELBRS5ERE
STl o

BRERREULFMEN - LR EM®
i ELF MR ER  HESRERE
HIs30F (IAREE RE)AENE -
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

20. INTANGIBLE ASSETS 20. B EE
Development
costs
B B R A
RMB’000
AREF T
COST B A<
At 1 January 2024 R-ZFE-_WF—H—H 28,356
Additions = 841
At 31 December 2024 RZZBE-_MF+-—A=+—H 29,197
Additions NE 9,084
At 31 December 2025 R-ZE_RAF+_-_A=+—H 38,281
AMORTISATION 8
At 1 January 2024 RZFE-ZWFE—H—H 14,584
Charge for the year FREHA 3,618
At 31 December 2024 RZEBEZMFE+=-_A=+—H 18,202
Charge for the year FRNEHA 4,126
At 31 December 2025 RZZE-_hAF+_A=+—H 22,328
CARRYING VALUES IR TH B
At 31 December 2025 R-ZE-_RHFE+-_A=+—H 15,953
At 31 December 2024 R-ZZ_WMF+_A=+—H 10,995
Development costs are internally generated. F B AR B R ED o
The above intangible assets have finite useful lives. Such BT EENRERFEFHER -B
intangible assets are amortised on a straight-line basis over 5 MRV EEREREDSFHH -
years.
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For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

21. INVENTORIES 21. 78

2025 2024
—E-RHE —E-NE
RMB’000 RMB’000
AR T ARBEFIT

Raw material and consumables Rk 8 # 100,993 114,314
Finished goods X i 112,430 86,196

213,423 200,510
During the year, the cost of inventories capitalised in intangible RAEE FEXREFEER AR
assets amounted to RMB5,689,000 (2024: RMB444,000). EREEN S/ ARES689,0007T

(ZZEZHF : ARME444,0007T) ©

Details of inventories pledged are set out in note 37. BHACHERTFENF BN -
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22. TRADE AND OTHER RECEIVABLES

22, EG R EHMEWRRE

2025 2024

—E_RF —ENF

RMB’000 RMB’000

AR®T T AREFIT

Trade receivables not backed by bills ~ EZE ST A E 5 fE U R I1E 485,214 429,975
Less: allowance for credit losses B EEBERE (3,425) (4,705)
481,789 425,270

Trade receivables backed by other bills  H b Z £ & i # B 5 & W K IE 140,380 18,012
Less: allowance for credit losses B EEEEEE (107) (10)
140,273 18,002

Total trade receivables not backed EIRTTEBRERMNE Z EIRGRIE

by bank bills 48 H 625,594 447 987
Less: allowance for credit losses B EEBERE (3,532) (4,715)
622,062 443,272

Trade receivables backed by bank bills 817 Z & & # 1) & 5 fE I F08 161,026 186,503
Less: allowance for credit losses B EEEEEE (410) (297)
160,616 186,206

Total trade receivables g5 EWR BB 782,678 629,478
Advances to suppliers BT E R BOR 3,308 13,532

Prepayments AN 4,713 4,301
Other receivables E b fE U F0E 44,286 39,706
Less: allowance for credit losses B EEEEEE (218) (282)
52,089 57,257

Total trade and other receivables B hHEMEWRTEAREE 834,767 686,735

As at 1 January 2024, trade receivables from contracts with
customers amounted to RMB781,035,000.

781,085,0007T °

R—_E-_NWHF—HA—HB " BFA
NWEENEZERZIE A AR
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22. TRADE AND OTHER RECEIVABLES (Continued) 22. & 5 K& H 1t F& U 5X 1H (&)

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

As at 31 December 2025, total gross amounts of bills received
amounting to RMB301,406,000 (2024: RMB204,515,000)
before ECL are held by the Group for future settlement of trade
receivables, of which certain bills were further discounted/
endorsed by the Group. The Group continues to recognise their
full carrying amounts at the end of the reporting period and
details are disclosed in note 283. All bills received by the Group
are with a maturity period of less than one year.

The following is an aged analysis of trade receivables not
backed by bills presented based on dates of delivery of goods
at the end of the reporting period:

AEEREEAEABETE W
255 FPIEEFHI0EI80K M E A
B EHAENEPERERINE
NR-HREERINER  X&5H
MAFEREEIHB AT A ZER L
H-ZESEERBRITER EHEAN
TF30E 180K °

R-ZZEBE-_FAFE+_A=+—0 K&
ERANERRERITIRBSEER
18 Bl A A R 301,406,000 (—Z & =
mF: AR #204,515,0007T ) © A 1E
BREEZEHIRNFE EFETE
BEEAEEE SR BE-R
WMERR AEBREERRERES
HOEBAFBERWENEE - A E
WEKAEZER —FLAREIHE -

UTRARRERARRERINBEHE
FIH)EZ IR GRS 5 EYCGRIARE
DT

2025 2024

—E-RHE —E-ME

RMB’000 RMB’000

ARET AR T

0-60 days 0E 60K 312,897 331,760
61-90 days 61 290K 33,716 28,802
91-180 days 91 £180K 46,054 45,593
Over 180 days 180K A 89,122 19,115
481,789 425,270
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22. TRADE AND OTHER RECEIVABLES (Continued) 22. B 5 K& H 1t /& U 5X 18 (&)

The aged analysis of trade receivables backed by bills based
on receipt dates of bills at the end of the reporting period is
analysed as follows:

UTRARRERARRERERZARZ
JIMARBE RN E 5 R WA KR
DT

2025 2024
—E-RHE T U

RMB’000 RMB’000

AR T AREF T

0-60 days 0E60X 102,720 92,307
61-90 days 61 290K 63,654 38,862
91-180 days 91 £180K 133,067 71,589
Over 180 days 180K LA F 1,448 1,450
Total @t 300,889 204,208

As at 31 December 2025, included in the Group’s trade
receivables balance are debtors with aggregate carrying
amount of RMB119,664,000 (2024: RMB64,694,000) which
are past due as at the reporting date. Out of the past due
balances, RMB29,440,000 (2024: RMB19,115,000) has been
past due 90 days or more and is not considered as in default
after taking into account the repayment histories and financial
position of debtors. For trade receivables in which customers
have provided bills for settlement are not considered as past
due nor in default. Other than bills received, the Group does not
hold any collateral over these balances.

Details of trade receivables backed or not backed by bills
pledged are set out in note 37.

Details of impairment assessment of trade and other receivables
for the year ended 31 December 2025 are set out in note 39.

RZEZRAF+ZA=+—H &&
ENESERRELHBRERRS
HEHE@ABNER BEEEARKE
119,664,000 L (—Z T —PO4F : AR#
64,694,00070) - BB EHRE F -
AR ¥29,440,000C(ZF I F : A
R #19,115,0007T ) B #1 HI90 K sk LA
F HEEEREBANERTHERY
BikRg THRIEFEH - BRFEREME
ZEREHEENE HRIKFBEBRETRIE
BN TEEEL -BREKEEN -
AEBUVERZSEEHFTELCHWIE
$H 5 o

FRNERERERLREZREEIRN
B 5 RERENFISEH N M EST -

Bz T _AF+_-_A=1+—H
IFFEE S K E M E U TE /R E T
HE B R M 39 -
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For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

22.

TRADE AND OTHER RECEIVABLES (Continued)

During the years ended 31 December 2025 and 2024, the
Group discounted bills provided by external customers with
recourse to banks or other financial institutions for short-term
financing. The proceeds received from discounting of bills to
banks or other financial institutions which do not qualify for
derecognition have been included under cash inflows under
financing activities in the consolidated statement of cash flows.
For the non-cash settlement of discounted bills, please refer to
note 40.

During the year, the Group endorsed bills with recourse
amounted to RMB127,617,000 (2024: RMB60,293,000) to
suppliers for settlement. The relevant transactions are non-cash
transactions and the effects are excluded from the consolidated
statement of cash flows.

The Group’s trade and other receivables that are denominated
in the following currencies other than the functional currencies
of the relevant group entities are set out below:

2. ESREMEKE

X IE (1)

RBEZE_ZE_RFR_FT_NF+=
A=1t—RILtFE XEEKINLE
FRiz#HMHERERZEIRR TRT
S HMEEEE NWEREHRE -
MBEZEBETRITHNEMSREBERE
FREINFERRERNGMS X2
?$QEE%/1|LE%WFﬂﬁ/ﬁ@ﬁﬁﬁmb
A RBEBERBEZIFBECHEEMN S
A2BM 400

RAFE  AEEBHSBRREZE
AR #127,617,0007C (ZF U4 © A
R #60,293,00070) B & FTHEMEL
H-HBBERXHAEIAGRG HEE

T AZEBEERER -

AEBEBLTIHBEEEETERIEE
EEAIINERTENE S REME
WREE ST

Hong Kong Dollars (‘HKD”) BEr(#&ExD)

2025 2024
—E_REF —E-NF
RMB’000 RMB’000
AR® T AREFT
75 73
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23. TRANSFERS OF FINANCIAL ASSETS 23 BETREE

The following were the Group’s bills as at 31 December 2025
and 2024 that were transferred to banks, other financial
institutions or suppliers by discounting or endorsing on a full
recourse basis. As the Group has not transferred the significant
risks and rewards relating to the bills, it continues to recognise
the full carrying amount of the related trade receivables and
trade payables and has recognised the cash received from
banks and other financial institutions on the transfer as a
secured borrowings (see note 27).

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

At 31 December 2025

discounted to
banks with suppliers with
full recourse

UWTAR - ZE-_AFER_ZT_NE+
A+t BAEEBNEEEER
EHEBREBABRNABEERETR
ToHMSmEEHER - ARA
SEYTHEZEERABNETIER
R R EHR HEEREREEE FHEK
HEREHERNFRENEAE2SE
WHEEENRTREMS BEEE
DR eERAAEEEFER(EWZE
27) °

SIMEFPRBAEEKALE RE
BETERSEEANERBZRARZXSM
EERBEURREXNERTRT HM
BEEIEEANS ZFEZENK
RANBEAEERNERZHEMNKEA
ERAEBEEGRE MBI KL -

R-ZZB-AF+=-A=+—H

Bills Bills
endorsed to

full recourse

MEMSEE BEWSEM@E

BEEEET BERERRE
R 1T T ER st
RMB’000 RMB’000 RMB’000
AR T AR T AR® T

Carrying amount of bills ZEEREmE 225,932 37,139 263,071
— external customers —SNERE P 220,932 31,584 252,516
— intra-group customers —SEAEBHERFR 5,000 5,555 10,555
Carrying amount of trade B EMNFEREE

payables — (37,139) (37,139)
Carrying amount of bank and R 17 & E i & X ER 1B

other borrowings (225,932) - (225,932)
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23. TRANSFERS OF FINANCIAL ASSETS

24,

At 31 December 2024

2. EETREE @

(Continued)

R-F-_MFE+-_A=+—~H

Bills Bills
discounted to endorsed to
banks with suppliers with
full recourse full recourse Total
MBHSE2E BEEWEEE
BREZEET ERERRE
1T THER #Et
RMB’000 RMB’000 RMB’000
ARBTF T ARBF T AREF T
Carrying amount of bills EEREEE 93,589 21,820 115,409
— external customers —HNERE P 93,589 21,820 115,409
— intra-group customers —SERNEBRAER — — —
Carrying amount of trade B ENREREE
payables — (21,820) (21,820)
Carrying amount of bank and R 17 & H i & X ER E 1B
other borrowings (93,589) — (93,589)
CONTRACT ASSETS 24, EHNEE
2025 2024
—E-EHHE —E - QF
RMB’000 RMB’000
AR® TR ARBETF T
Made-to-order paper-based packaging & &4t &6 % E H
products 15,208 10,581
Current Bl AR 15,208 10,581

At 1 January 2024, contract assets amounted to

RMB10,824,000. A R #10,824,0007T °
The contract assets primarily relate to the Group’s right to
consideration for work completed and not billed because the
rights are conditioned on the Group’s future performance. The
contract assets are transferred to trade receivables when the
rights become unconditional.

FRAZERE-
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24,

25.

CONTRACT ASSETS (Continued)

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

Made-to-order paper-based packaging products

The Group typically does not require a deposit on acceptance of
order. The consideration is payable on the earlier of the delivery
and acceptance of the finished goods by customers or notice
from the customer to cancel the order. If the customer cancels
the order then the Group is entitled to receive payment for work
done to date pursuant to legal and regulatory environment in
the PRC. The Group typically issues bills to customers when the
finished goods are delivered to customers and acknowledged
by customers. The credit term is ranging from 30 to 180 days.

Details of the impairment assessment are set out in note 39.

BANK BALANCES AND CASH/PLEDGED/
TIME DEPOSITS

Bank balances include demand deposits and short term
deposits for the purpose of meeting the Group’s short term
cash commitments, which carry interest at market rates range
from 0.05% to 1.35% (2024: 0.10% to 1.80%) per annum.

Time deposits carry interest rates which range from 1.20% to
1.55% (2024: nil) per annum, and represent banks deposits
with original maturity over 3 months.

Pledged deposits carry interest rates which range from 0.05%
to 1.40% (2024: 0.15% to 1.30%) per annum, and represent
deposits pledged to banks to secure banking facilities granted
to the Group. Deposits amounting to RMB59,950,000 (2024:
RMB64,428,000) have been pledged to secure the short-term
bank borrowings and bills payables repayable within one to
twelve months and are therefore classified as current assets.
The pledged deposits will be released upon the settlement of
relevant bank borrowings and bills payables.

Detail of impairment assessment of pledged/time deposits and
bank balances are set out in note 39.
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25.

BHNEEm

HERANEESHEBRTEN —
BT AR AT

EHAHBEER

—BmE AEBEREERTIEE
kBT REERKBRNFTE
FREERFEZWEREERTFICEE]
BRUUREHEEAE)IF - WE
FEEETE AIAEBAERES
AR MEETRBEWNES B ILATE
BRIENNR —MmE AEER
KeERNTFTEEFREEFFREAR
FHREZEZE - EHAHN FI0E180K -

BRABENEOFIEHNHIES -

RTEBRREAE SHEB
EHEM

RITEREBERBRATAAEER R
EERGHERERRERFR &
NTFEFEKOBEEIIBE(ZZT =

F:010EE1.80FE) MMIEF X E -

FHEZNFENTENEI20EE
155B7E(ZE_ME : |&) 544
FHBBA=EAMNERITER-

EHEBIRITFHIZN F0.05E E1.40
E(ZZ-WFE:015F £1.30F) H
FRRFB B EFFRTOFIR
EABRTFAEEMNRITHENER-
F ;A R #59950,0007t( = F = /M
F . AR ¥64,428,0007T) & % K 4
EBER—Z2+_EAREEZENEH
BITERELENZENER o8
ERBEE BEFFEIENEEE
BRITE R R ENZIRERR -

FRCEM ERERRRITESRD
BB R B S BB M 539
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25. BANK BALANCES AND CASH/PLEDGED/
TIME DEPOSITS (Continued)

The Group’s bank balances that are denominated in the
following currencies other than the functional currencies of the

relevant group entities are set out below:

25. R
iE

1T
#

EurBE€ TE®R
B 7 X |)

AEELTIHBEREETERIGE
BEAIINEB T ERRITERIT

m

2025 2024
—E_REF —E-PNF
RMB’000 RMB’000
AR¥ T AREEF T
HKD T 4,054 2,218
United States Dollars (“USD”) EV(E ¥ )] 664 455
Great Britain Pound (“GBP”) mgE (e 6 6
Euro (‘EUR’) Bioo ([Brel) 14 208
26. TRADE AND OTHER PAYABLES 26. EZ R HMEMNKIE
2025 2024
—E-EHF —ETNF
RMB’000 RMB’000
AR® T ARET T
Trade payables B 5 R 3RE 136,117 202,306
Bills payables — secured [ENEHE-FHA - 9,334
Other tax payables (note a) HAb 318 (M 5Ea) 50,410 47,640
Accrued construction costs JE ST SR AR 26,430 25,088
Payroll and welfare payables JE 1 %5 B 2 4 R B 31,046 32,518
Advances receipts from disposal of ERHEREEREHED 19,296 —
investment properties (note b) 23 (i 3ED)
Others HAtb 33,435 45,451
296,734 362,337
Notea:  Included in other tax payables is provision for value-added tax Misra:  H it B BI1E 838 AR ¥ 45,295,0007T
amounting to RMB45,295,000 (2024: RMB44,519,000). (ZZ—pUF : AR¥44,519,0007T) &
WERRE -
Note b:  Included in advance receipts from disposal of investment properties MisEb: EBUREEREUEEHMENBRIFEE

is amount due to Zhongshan Xiongdi Supply Chain Company Limited
(“Zhongshan Xiongdi”’) amounting to RMB8,807,000 (2024: nil).
Zhongshan Xiongdi is 60% owned by Mr. Hu Jianpeng, an executive
Director and chief executive officer of the Company.

R R RHEEEER AR H W
2] M ARSS807000L(=ZF =
meE: F) o PR BEHARRRITE
EHRITHAH AR LEEB60%H

e 4 -
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26. TRADE AND OTHER PAYABLES (Continued) 26. €5 K H i FE 4 RREH (a0

UTRARREHRRERERBHZ
58 B 5 A RIARRER AT

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

2025 2024

—E_FREF —E-NE

RMB’000 RMB’000

ARET AREF T

0-60 days 0ZE 60X 99,812 106,565
61-90 days 61290k 8,515 18,493
91-180 days 91 £ 180K 14,244 33,311
Over 180 days 180K A £ 13,546 43,937
136,117 202,306

The aged analysis of bills payables based on issuance dates of
bills at the end of the reporting period are analysed as follows:

UTRARNBERARREERERRS

I E A IR ARl 0 AT -

2025 2024

—E_FRE —E-NE

RMB’000 RMB’000

AR® T AR T

0-60 days 0ZE 60X — 1,253
61-90 days 61 E£90K - 1,094
91-180 days 912180k — 6,987
- 9,334
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26. TRADE AND OTHER PAYABLES (Continued)

The credit period on purchase of materials is 30 to 120 days.
The Group has financial risk management policies in place to

monitor the settlement.

At 31 December 2025 and 2024, no trade and other payables
of the Group denominated in the currency other than the
functional currencies of the relevant group entities.

26. €5 & H b FESRIE @

BEVMBNERBENFI0EI20K -
NEERAB S RERE IR AL
1E5E|EJ/R °

%

\ R _RFER-F-_NFF+ A=
T—B AEEYEARBEEET
DEEEBNIMEESHENE S

27.

BANK AND OTHER BORROWINGS

A mg

i

=

e TR -

27. R1T R H 5 =K

2025 2024
—E_-FFE —E-NE
RMB’000 RMB’000
AR T AREFIT
Bank and other borrowings RITREMER 1,243,238 995,054
Bank loans under supplier finance HERBELHIRE TRITER
arrangements 142,890 43,630
Less: Amount due within one year W R —FERNHBY R REAE
shown under current liabilities ETSRE &5 (1,023,692) (591,788)
Amount shown under non-current RIERBDEBEETI RN EEE
liabilities 362,436 446,896
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27.

Bank Borrowings

BANK AND OTHER BORROWINGS (Continued)

TR

27. RITREMER @

2025 2024
—E-HF —E_mF
RMB’000 RMB’000
AR TR ARBTF T
Bank borrowings RITE K 899,148 844,134
Bank borrowings (discounted bills RITER(H2mBREMNIE
with full recourse) Z5) 106,243 90,810
1,005,391 934,944
Secured B 1,005,391 934,944
Carrying amount repayable:* ARUTHEEEOREE -
Within one year —F R 710,368 517,802
Within a period of more than one year —— & LA £ 18 N8 3@ /M F
but not more than two years 179,607 188,537
Within a period of more than two MEAEBTBRASF
years but not more than five years 115,416 228,605
1,005,391 934,944
Less: Amount due within one year B R —FRIBYRNREEE
shown under current liabilities HTYRE (710,368) (517,802)
Amount shown under non-current RIFRBDABETIRNEE
liabilities 295,023 417,142

The amounts are based on scheduled repayment dates set out in the loan

agreements.

=R

EZ#Q%ETHHHE‘E% K 15 < P Bk B T 81

ANNUAL REPORT 2025 | —Z-HFH#H 161



Notes to the Consolidated Financial Statements (Continued)

R B RS AR Y A ()

For the year ended 31 December 2025 B Z L A F+-_A=+—HIEFE

27. BANK AND OTHER BORROWINGS (Continued)

Bank Borrowings (Continued)

At 31 December 2025 and 2024, no bank borrowings of the
Group denominated in the currency other than the functional
currencies of the relevant group entities.

Detail of assets pledged for secured bank borrowings are set
out in note 37.

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

Effective interest rate:
BRAM =X

Fixed-rate borrowings

0.42% to 5.98% per annum

27. RITREAMBE R @

TR @
RZE_RFR_FE-_WWF+-_A=
+T—H AEBEWENBEEEET

DEEEB AN BB EMNRTT

o

o
P

FEREAREEFRAEMRITER
EROFBHNMEST -

AEEEFRNERMNEX(MEEREH
ME)BE LT :

2024
—EFMF

0.68% to 5.98% per annum

& 7 | 5 5K FFE042EZE5.98E FH*068EE598E
Variable-rate borrowings 3.15% to 4.50% per annum 3.45% to 4.15% per annum
T BN SR FHRE315EZE4.50F FHE345FEE4152

At 31 December 2025, variable-rate bank borrowings
amounted to RMB222,995,000 (2024: RMB150,504,000). The
borrowings are charged at the interest rate based on Hong
Kong Interbank Offered Rate (‘HIBOR”) plus nil (2024: HIBOR
plus 3.0%) and or loan prime rate (“LPR”) minus 0.3% to plus
0.45% (2024: LPR minus 0.5% to plus 0.4%) and expose the
Group to cash flow interest rate risk. At 31 December 2025,
fixed-rate bank borrowings amounted to RMB782,396,000 (2024:
RMB784,440,000).

As at 31 December 2025, secured bank borrowings include
the proceeds received from the discounting of bills from
external customers amounting to RMB106,243,000 (2024:
RMB90,810,000).

R-ZEBE-_RAF+-_A=+—8H %9
ﬂié?ré%TJ&E,/\E%zQz,g%,ooo
T(ZEZEF - AR#150,504,000
TL) e ZEERIZBBRITRAERE
([BEARABTREFRED) NZTE(ZZ
ZHF BBRITREREMIOE)
LEREBENE(EREEFNER] R
03EZEMOASEMF XF B (ZZT =

MF: BEREBEF XFHOSEZ N4
BE)VNRAERFAE FAEEEEES
RRERER N_E-_AE+-A=

+—H BEEMXREITERBARE
782,396,000 (= Z W F : AR
784,440,0007C) °

RZE-_RAF+-_A=+—H A&
BIRITERBRBRBENMNTEFZEERA
R 106,243,000t (ZZE W F : AR
#£90,810,0007T) Z Fr {3 3k 78 °
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27. BANK AND OTHER BORROWINGS (Continued)

Other Borrowings

27. RITREMER @
HiER

2025 2024

—E-EHF —E_mF

RMB’000 RMB’000

AR T ARETF T

Other borrowings HAh 185X 118,158 57,331
Other borrowings (discounted bills Hifgsx (B2 mBREMNIE

with full recourse) ) 119,689 2,779

237,847 60,110

Secured (note) B (M) 237,847 60,110

Carrying amount repayable:
Within one year

Within a period of more than one year

ARUATHREEENREE
—F R 170,434 30,356
—F A EBTEBBAMF

but not more than two years 45,978 18,857
Within a period of more than two MELEBETBBRAF
years but not more than five years 21,435 10,897
237,847 60,110
Less: Amount due within one year B R —FRIBYRAEEE
shown under current liabilities HTARH & 58 (170,434) (30,356)
Amount shown under non-current RIERBDEEETI RS
liabilities 67,413 29,754
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27. BANK AND OTHER BORROWINGS (Continued)

BIEFE

27. RITREMER @

Other Borrowings (Continued)

Note: From 2021 to 2025, the Group entered into certain agreements with
various PRC financial institutions whereby the Group drew down loans
from these financial institutions (included in other borrowings) which are
to be repayable within 3 years from the date of drawdown at variable-
rates based on LPR plus a premium. The effective interest rates of the
borrowings as at 31 December 2025 ranged from 2.40% to 9.92% (2024:
3.83% t0 9.99%) per annum.

As collaterals for the above financing, the Group transferred the ownership
title of the related machinery to the financial institutions.

Upon discharging all the Group’s obligations under the agreements,
the financial institutions will return the ownership title of the machinery
to the Group for each agreement. Despite these agreements involve
a legal form of a lease, the Group accounted for the agreements as
collateralised borrowings at amortised cost using effective interest method
in accordance with the actual substance of the agreements.

As at 31 December 2025, other secured borrowings also included the
proceeds received from the discounting of bills provided by external
customers amounting to RMB119,689,000 (2024: RMB2,779,000) to
other financial institutions with recourse.

Bank loans under supplier finance arrangements

The Group has entered into certain supplier finance
arrangements with banks. Under these arrangements, the
banks pay suppliers the amounts owed by the Group in
advance of the original due dates. The Group’s obligations to
suppliers are legally extinguished on settlement by the relevant
banks. The Group then settles with the banks ranged from 30
to 365 days (2024: from 30 to 385 days) after settlement by the
banks with interest ranges from 0.72%- 2.65% (2024:1.35%-
2.75%) per annum. These arrangements have extended the
payment terms, which may be extended beyond the original
due dates of respective invoices. The interest rates are
consistent with the Group’s short-term borrowing rates.

As at 31 December 2025, except for the amount of
RMB142,890,000 (2024: RMB43,630,000), no other carrying
amount of the trade payables are subject to supplier finance
arrangements.
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28. LEASE LIABILITIES 28. HEERE

2025 2024
—E_HE —E-NF
RMB’000 RMB’000
AR® TR AREF T
Lease liabilities payable: HARUTHEEENHEERE
Within one year —FR 3,864 9,252
Within a period of more than one year — F LA F{B BB M F
but not more than two years 2,264 3,752
Within a period of more than two WEL EBTHBBRF
years but not more than five years 2,458 3,988
Within a period of more than five AFLE
years 8,382 8,894
16,968 25,886
Less: Amount due within one year B R —FREEBIYRRBAE
shown under current liabilities EHTY RS EE (3,864) (9,252)
Amount shown under non-current RIEMBEFEE T RO
liabilities 13,104 16,634

HEHEABRANBEEERENF
AT5E E61R2B(ZZT_MF: N T
475EEB12[E) °

The incremental borrowing rates applied to lease liabilities range
from 4.75% to 6.12% (2024: from 4.75% to 6.12%).

NS EE TERBINEEE UING
ERGHENHRERERIET

Lease obligations that are denominated in currencies other than
the functional currencies of the relevant group entities are set

out below:
2025 2024
—E_REF —E-NE
RMB’000 RMB’000
AREFT T AR T
HKD BT 257 538
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29. CONTRACT LIABILITIES

20. EHEE

Packaging paper products BERE®D

2025 2024
—E-RHE —E-NE
RMB’000 RMB’000
AR T ARBEFIT
9,166 4,956

As at 1 January 2024, contract liabilities amounted to
RMB10,133,000.

The amount of contract liabilities includes the revenue to be
recognised. The contract liabilities balance varies in accordance
with the number of contracts outstanding at the end of
reporting period. The following table shows how much of
the revenue recognised in the current year relates to carried-

R-ZZE-_WNF—HF—HBH: ' 498645
AR #10,133,0007T °

EHNEBESHERBTHRARA B
MEEGERESEBE®RS BREKRTK
MEBNBEME - TRINRSAFER
BRUAETEHREESCHEED

e

forward contract liabilities.

Packaging
paper
products
BHEEER
RMB’000
ARBT T
For the year ended 31 December 2025 BE-_Z-_H1F+=-A=t+—HL
FE
Revenue recognised that was included in the contract ~ FTER R E Mt AR N B EHEHD
liability balance at the beginning of the year I &= 3,403
For the year ended 31 December 2024 BE-_Z_WFg+=-A=+—HL
FE
Revenue recognised that was included in the contract ~ FifER N EMt AR DB EEHEH
liability balance at the beginning of the year I &= 8,967

No revenue relates to performance obligations that were
satisfied in prior periods for both years ended 31 December
2025 and 2024.

Typical payment terms which impact on the amount of contract
liabilities recognised are set out in note 5.

BHE_Z_AFE-_F-_NF+=A
—t—HIEmMEFEYEKE AER
FHEEBRITHNEAOZSEA -

HERANAESEBRTEN —
RS FRAGR SR B P 55 ©

166 ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED | E#EIRRERERAE



Notes to the Consolidated Financial Statements (Continued)

e B AR AR ()

For the year ended 31 December 2025 B EZ L A F+-_A=+—HIEFE

30. SHARE-BASED PAYMENT TRANSACTIONS 30.

31.

Cash-settled share-based award scheme

On 23 April 2019, an employees’ share award scheme (“the
Scheme”) was adopted by the Company which will remain
in force for 10 years. Pursuant to the Scheme, the Company
would subsidise some employees of the Group (the “Selected
Participants”) a portion of funds to purchase issued shares of
the Company by a trustee through market transactions. Up to
26 June 2019, a total of 4,214,000 shares of the Company had
been purchased and vested to the Selected Participants. The
Group recognised the total expense of RMB1,467,000 for the
year ended 31 December 2019 in relation to its contribution
in the Scheme. For the years ended 31 December 2025 and
2024, no employee was awarded under the Scheme and no
expense was recognised.

DEFERRED TAXATION

For the purpose of presentation in the consolidated statement
of financial position, certain deferred tax assets and liabilities

31.

ROKBEBRNRRS
UBREEENROSERRE

=r &

AKRRAIRZE—NLFNA=-+=H
Ry —IHEE RN ERF (&
) RTFREFE R BREZ
g ARFRBREBLES  AXT
ANEBMERSHEEEHITRG
EUABHETAEBREBE(EREZR
mEND - BE-_FT-—AF~NA=-+X
B BEEA54,214,0000% & 2 7 %
NMITHBTFTEFTLBEE - HE_T—
NF+—_A=Z+—BLFE ~&EH
REHZAEIANRTEREZEAR
1,467,000 c BE_E_RAF R
ToNE+-_A=Z+—BHIFE
EREZTERNERNEERLIEE -
MERREIMER -

i 5 B8

mEEMBRAKRZ2IME 28 E
TEEHBAEERABETE -UATR

have been offset. The following is the analysis of the deferred BHEMEREHBLEHLD I
tax balances for financial reporting purposes:
2025 2024
—E-FHF —EF
RMB’000 RMB’000
AR T ARETF T
Deferred tax assets RIETRIRE E (8,812) (12,601)
Deferred tax liabilities EETRIEE G 4,276 4,712
(4,536) (7,889)
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31. DEFERRED TAXATION (Continued)

The following are the major deferred tax (assets) liabilities
recognised and movements thereon during the current and

31. E R IE @)

MTRRAFERBEFEEERD
TERERB(EE) AEREES:

prior years:
Unrealised
profit from
Impairment Undistributed intra-group
Lease  Contract  Deferred on  Depreciation profit of transfer of
use assets liabilities assets income receivables differences  subsidiaries  land use right Total
EERAFH
BELH
W WEAE REEREE
ERAREE HEEE ANEE ETWA RERE FEEE R2WER pgil #st
RMB'000  RMB'000  RMB'000  RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARBFT ARMTT ARBTT ARETT ARETT ARETT AREFT ARMTT ARETR
At 1 January 2024 —Z-MF
—A—H (1,863) 308 (1,053) (76) 3973 900 - 3943
(Credit) charge for the year £ 7 (3t A\) 1% (17) (58) k] 3 187 (350) (11,560) (11,832)
At 1 January 2025 —Z_-hEF
—A—H (1,880) 250 (960) (73 4,160 550 (11,560) (7,839)
(Credit) charge for the year £ 7% (3t A) 1% 1,880 (221) 960 38 (901) 450 2,771 3,353
At 31 December 2025 RZEZRF
+ZA=+-H - 29 - (35) 3,259 1,000 (8,789) (4,536)

At the end of the reporting period, the Group has unused
tax losses of RMB1,006,221,000 (2024: RMB803,246,000)
available for offset against future profits. No deferred tax asset
has been recognised in respect of such unused tax losses due
to the unpredictability of future profit streams. The unrecognised
tax losses at the end of reporting period will be expired in the

following years:

RBEHR AEEBERSBHIAR
B A K #1,006,221,0007C (= & = 9
F - AR ¥8083,246,0007T) 7] A 7 K i
AR ) o B A R 2O B HOR 2 A 18
B YERBBERHRAEBRER
EREEREEE - RIS HMROK
ERTEEEGRIATFEEH

2025 2024

—E-REF —E-NE

RMB’000 RMB’000

AR® T AR T

2024 —ZE_UF 2,570 2,570
2025 —E_FRF 1,986 1,086
2026 T CRHF 6,935 6,935
2027 —E-4F 331,298 331,298
2028 -= _)\¢ 281,399 281,399
2029 —ZEZNF 179,058 179,058
2030 —E=FHF 202,975 —
1,006,221 803,246

168 ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED | E#EIRRERERAE



Notes to the Consolidated Financial Statements (Continued)

e B S AR Y A ()

For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

31. DEFERRED TAXATION (Continued) 31. IE 7 F 15 (#|)

At the end of the reporting period, the Group has REE R NEEA AR E R E
deductible temporary differences of RMB80,479,000 (2024: %8 AR #80,479,0007C (— & — U4
RMB70,911,000). No deferred tax asset has been recognised AR #70,911,0007T) ° BT K A 86
in relation to such deductible temporary differences as it is not g H MR I VEE) A AR R A
probable that taxable profit will be available against which the FEERAZ YERZSITNRER
deductible temporary differences can be utilised. EHERTMELERIBEE -

The aggregate amount of temporary differences associated FAEREERBEEENPENE QT
with undistributed earnings of the PRC subsidiaries for AP KaMABEREZEEERAR
which deferred tax liabilities have not been recognised was #882,270,000 T (ZFE M4 : AR
RMB882,270,000 (2024: RMB863,507,000). No deferred tax 863,507,0007T) ° H1 1A AN 58 [ g 22 ] 3
liabilities have been recognised in respect of these differences EZEEREZENRH AZEEE
because the Group is in a position to control the timing of the NI S8 ] = E R A= 1 R G 12 37
reversal of the temporary differences and it is probable that ZEEBRRRABEEHIEEE -

such difference will not reverse in the foreseeable future.

32. SHARE CAPITAL 32. A&
Number of
shares Nominal value
i gvig gz HE
HKD
BT
Ordinary shares of HK$0.10 each BREEIOETNTER
Authorised: VETE ¢
At 1 January 2024, 31 December 2024, RZ_ZT_WF—H—H -
and 31 December 2025 —EZNF+ZHAH=T—HE

“ZEZ-RFE+-F=+—H 1,000,000,000 100,000,000

Issued and fully paid: BERTREE
At 1 January 2024, 31 December 2024, E/\_ E-_FE—HF—AQ8 -
and 31 December 2025 —EZNF+ZA=+—HBK

—ECRF+ZA=+—H 500,000,000 50,000,000

RMB’000
ARET T
Presented as at 31 December 2024 and 2025 RZEZNFERZT_RF
+TZA=+—HEZ7%I 41,655
There were no changes in the Company’s authorised, issued RWEFEE AXAFMET - BT
and fully paid share capital during both years. DR ATLEEE -
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33.

34.
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RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund Scheme for all
qualifying employees in Hong Kong. The assets of the scheme
are held separately from those of the Group, in funds under
the control of a trustee. The Group contributes 5% of relevant
payroll costs to the scheme, which contribution is matched by
employees but subject to a maximum amount of HKD1,500 per
month (2024: HKD1,500 per month) for each employee.

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

The total expense recognised in profit or loss of RMB31,056,000
(2024: RMB27,853,000) represents contributions payable
to these schemes by the Group in respect of the current
accounting period.

During the years ended 31 December 2025 and 2024, the
Group had no forfeited contributions under the retirement
benefits schemes utilised to reduce future contributions.

DEFERRED INCOME

In 2025, the Group received government subsidies of
RMB1,807,300 (2024: Nil) for the cost of constructions of
its paper-based packaging and packaging paper plants and
the replacement of machinery. The amount was treated as
deferred income at 31 December 2025. Deferred income is
transferred to income over the useful lives of the relevant assets
and the amount transferred to income during the current year
is RMB3,848,000 (2024: RMBS3,764,000). As at 31 December
2025, an amount of RMB27,576,000 (2024: RMB29,617,000)
remains to be amortised.

33.

34.

iR k48 7 5 2

AEBAEMEAEAEREERBR
FlERNEERE - ZEIWEESER
EEMNEES>HA BAETAESMZE
eREE-ASBEREEBHEABAR
R5%mZtaHR BELRAEERE
& A1508 T(ZZE-_WMF: A
1,500/ 7T) °

AprFEMBARZEBEY T E
BT P& B 2 B SOR K AR M A B 2 K
E-WEBARAREEHEETEN
Lo AR K48 M ET IR AT B B4R
Mo REBERKBMETE 2T ZH
—EBEERRBEZFEELIEEM/K -

REZXRERAIBEARYE
31,056,000 (Z T — M F: AR
27,853,00070) AR E BN A5 B
MBI EA AR

REE_ZE_AFEKR_ZT_NFE+=
A=+—RALFE AEELETM
EREMFEETERKERT AR
R R R AL ER -

I FE YT A

RZEZRAF AEEREAKEBHE
ROHEABRENRERAARKEE
g B A R #1,807,3007T B B AT
g(ZE-_mF: ) -ZeBR %
“THE+ZA=+—HUREZKAR
B Wi HEEEEM I A F HER
ZERA - RAFEEBZRANEEE
A ARH3,848,0007C (Z T U4 © A
R#¥3,764,0007T) c R _E_HF+=
A=+—H HWAHEHENESEAEAR
07 576,000 (ZE - MF: AR
29,617,0007C) °
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35.

36.

ACQUISITION OF SUBSIDIARIES

On 22 October 2021, the Group entered into a sale and
purchase agreement (as supplemented by a supplemental
agreement dated 13 December 2021) (the “Sale and Purchase
Agreement”) with the equity owners of Zhongshan City Zheng
Ye Leasing Company Limited (“Zheng Ye Leasing”), who are
also then four directors of the Company, pursuant to which
the Group has conditionally agreed them to acquire the entire
equity interest in Zheng Ye Leasing at an aggregate cash
consideration of RMB186,000,000, payable by four instalments
from 2022 to 2024. The unpaid amount of the consideration will
bear interest at the medium and long-term loan prime rate of
the PRC.

On 10 February 2022, all conditions precedent to the Sale
and Purchase Agreement were fulfilled and the Group had
completed the acquisition of Zheng Ye Leasing. Zheng Ye
Leasing became an indirect owned subsidiary of the Company.
The Group determined that substantially all of the fair value
of the gross assets (excluding cash and cash equivalents)
acquired is concentrated in a single identifiable asset and
concluded that the acquired set of assets and liabilities do not
constitute a business and the transaction is accounted for as
an asset acquisition.

During the year ended 31 December 2024, the final instalment
amounted to RMB91,140,000 had been paid.

CAPITAL COMMITMENTS

35. WIEKH B QA

W_ZE-—F+ A= + H &A&EE
HApWmEFEXEREERAR(EXMA
EDHRERSEADNABERRAERK
NEER)TVEERZE(EEHZE]D
(PR -_—F+-_A+=H
METHEER) Bl AEBAK
HHREREEEREN 2 -
@38 & 8 R A K %186,000,0007T
B 2T _NFHoHNEx
e RTRESBESUFEFRHEE
A HREFETE -

RZZE-_—_F_R+H ZZEEW
BLIARRGHDEENR  MAK
MEex B LXEE - EXHE
BARFEZEEMNBAR - AEH
#%WW%MQFW@%ﬁi&ﬁ

EBEMNBRBOAAEBEBHES
ma AR EE - W&
HMEERBBELTEX—HER &K
X HAMEEERK

HE - Z-_MmW&E+_-_A=+—H1t
FE E—HoHNMRAEHARE
91,140,000 7T & X fif °

Capital expenditure in respect of
acquisition of property, plant and
equipment and investment properties
contracted for but not provided in the
consolidated financial statements

REMFHWAEBRRR

BERTHBREBEYER  BE k&

Mg A B
REHEBENEANX

36. EAXREIE
2025 2024
—E_REF —E-NE
RMB’000 RMB’000
ARET AR F T
R AR
73,349 176,628
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37.

38.
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PLEDGE OF ASSETS

The following assets were pledged to secure certain banking
and other facilities granted to the Group at the end of the
reporting period:

37.

EEHRF

MTARBERRAEECEARE
E-EARTASEETRITEREM
BEMIER

2025 2024

—E-FF —E-MF

RMB’000 RMB’000

AR® TR AREF T

Buildings and construction in progress 5 & EE T 12 225,016 238,221
Plant and machinery T 7= Ko #E A 91,323 76,106
Leasehold lands HELT 54,453 59,086
Trade receivables backed by bills ERERNE S EWIAE 106,243 90,810
Pledged deposits B FE R 59,950 64,428
Inventories FE 72,942 71,078
609,927 599,729

In addition to the pledge of assets above, bank borrowings bRl BB EEN - BITERAR

amounted to RMB39,680,000 (2024: RMBZ28,020,000) are
secured by letters of credit and bills payables issued by group
entities.

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure the entities in the
Group will be able to continue as a going concern while
maximising the return to shareholders through the optimisation
of the debt and equity balance. The Group’s overall strategy
remains unchanged from prior year.

The capital structure of the Group consists of net debts, which
includes bank borrowings and other borrowings as disclosed
in note 27, net of cash and cash equivalents and equity
attributable to owners of the Company, comprising share
capital and reserves.

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

38.

39,680,000 (ZFE P FE : AR
28,020,0007C) AR EFEETER T A
B1E AR S E S R /R -

EXERER

ARERBRBEGRRAZHHE
ETEHRERAAS  BIRA % BN
TEREHBEME ABARRF
EPNEERESS. [OEL P EEs
FURETE

AEENEABREEER FR(E
BT BENRITERLEME
) HBRREMRSFEYARAKA
AHEAANEEED (BRERA N -

ARAEZETEHRIEANARE-
ERBEIHN -8 EFEREALK
AREXARERR AEEEREE
FHERR BBRMNEE  BITH
B ARBTHEGRREERBEAR
REGEREEARE -
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39. FINANCIAL INSTRUMENTS 30. €@ T A
a. Categories of financial instruments a. TRITEMNEE

2025 2024
—E-RF ol 11 3
RMB’000 RMB’000
ARBTR AR T T

Financial assets THEE
Amortised cost B R AR 1,115,137 920,709
Financial liabilities THEE
Amortised cost B9 R AR 1,582,583 1,321,311

Financial risk management objectives and
policies

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

Market risk
The Group’s activities expose primarily to the market risks
of changes in interest rates and currency rates.

There has been no significant change to the Group’s
exposure to market risks or the manner in which it
manages and measures the risk.

TREREREBERBX

AEENFTESRTIABKEES
R HoAth fE W R IE - B KR E B
TR RITHES BEHREHME
NHIE - ENESEHRIE RITK
HERRHERE ABAZSF
TR T B IEE AR R R
£ o ﬁMﬁiﬂIﬁﬁ@mﬂ
BEMSER (TR R &R X
R - ERRR K //Ibibéiﬂ
o T X #5140 ] B R 3% S L B
%ﬂ%°%ﬁ SEREREEZ
 AREAR M B - B RO R
W B

i 45 JEL B
REBE R E BRI X K
BEZXZEFHNTHRAR

AREBAZH TS RK S HEE
u-"EEZ%J—W WA EE K
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39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
() Currency risk

The Group collects most of its revenue and incurs

most of the expenditures in RMB.

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

need arise.

The carrying amounts of the Group’s foreign
currency denominated monetary assets (mainly
including bank balances and cash, and trade and
other receivables) and monetary liabilities (mainly
including trade and other payables and lease

liabilities) at the reporting date are as follows:

39. €@ T A @)

b.

TRIEREERRR

BUR (@)

7 5 7 8 (4F)

() EH@EE
7= KD A KB
FHUANRBEEE o

REEEITETANES
BNR S B ATEXRK
Ef R N SJE TR
WHIRHEK - A BEE
SHRBINERR YEF
B w6 B 8k K SN EE
R o

AEBMMRE B H AN
AEMEEEE(EZRE
BITHEHRRBESURES
REMEKRZIE) REEE
BE(EEREEI R EME
NRErREEAGE NER
BT :

2025 2024
—E_FRE —E-E
RMB’000 RMB’000
AR®B T AREEF T
Assets EE
HKD BT 4,150 2,291
UsD E7T 664 455
GBP T 10 6
EUR BT 14 298
Liability =R
HKD BT 257 538
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39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and
policies (Continued)

Market risk (Continued)

()

Currency risk (Continued)

Sensitivity analysis

The Group mainly exposes to the currency of HKD
relative to RMB.

The following table details the Group’s sensitivity
to a 10% (2024: 10%) increase and decrease
in RMB against the relevant foreign currencies.
10% represents the management’s assessment
of the reasonably possible change in foreign
exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated
monetary items and adjusts their translation at
the end of the reporting period for a 10% (2024:
10%) change in foreign currency rates. A positive
number below indicates increase in post-tax profit
(2024 a increase in post-tax profit) where the RMB
strengthens 10% (2024: 10%) against the relevant
currency. For a 10% weakening of RMB against
the relevant currency, there would be an equal and
opposite impact on the profit after tax below and
the amounts below would be negative.

30. €@ I A @)

b.

tREREERER
R (@)

5 B B ()

()

BEmpe (&)

HREE DT
AEBTEAREBETLHEA
REmMRER

TRHEDMAEEH AR
HABMNEER EART
PE10% (—F — /4 - 10%)
BBURE - 10% R EIRE
HEXRHEIEA LD
HH-BEREINEBR
REEWINE T EEYE
B IHRBRERRFAELE
BRARBREERNI1I0%(ZF

ZHF10%) B8 T X
M IE BUR B A KW 5 48 B

SNEEIE R EF10%(—ZF =
a4 2 10%) K18 50 T BR 5
BaEAEM(ZF M
BRI & m A a0) - AR
% 5 HE B SN O BB R 53
10% » I $f T~ 3R B 1% s F)

ERBESNEEFE M~
MEBHEAEEH -

2025 2024

—E_RF —E-NE

RMB’000 RMB’000

ARET ARBEFIT
HKD BT

Profit or loss st M) =X BT 18 (389) (175)
UsbD ETT

Profit or loss i F 5K 5 18 (57) (42
GBP W

Profit or loss i F 3K e 18 (1) (1)
EUR BT

Profit or loss i F sk 5 18 (1) (30)

ANNUAL REPORT 2025 | —ZE-HFHFH 175



Notes to the Consolidated Financial Statements (Continued)

R B RS AR Y A ()

For the year ended 31 December 2025 B2 — T - AF + - A=+ —HILFE

39. FINANCIAL INSTRUMENTS (Continued)

b. Financial risk management objectives and
policies (Continued)

Market risk (Continued)

(i) Interest rate risk
The Group is exposed to cash flow interest rate
risk in relation to variable-rate bank balances and
variable-rate bank and other borrowings.

The Group’s fair value interest rate risk relates
primarily to its fixed-rate pledged/time deposits,
bank and other borrowings and lease liabilities. The
Group currently does not have any interest rate
hedging policy to hedge its exposure to interest
rate risk. However, the management will consider
hedging significant interest rate exposure should the
need arise.

The Group’s exposures to interest rates on financial
liabilites and lease liabilities are detailed in the
liquidity risk management section of this note.

Sensitivity analysis

Sensitivity analysis on bank balances is not
presented as the management considers that the
Group’s exposure to interest rate fluctuation is
insignificant.

The sensitivity analyses below have been
determined based on the exposure to interest rates
for the variable-rate bank and other borrowings at
the end of the reporting period and the stipulated
change taking place at the beginning of the
financial year and held constant throughout the
year. A 100 basis points (2024: 100 basis points)
increase or decrease for variable-rate bank and
other borrowings are used when reporting interest
rate risk internally to key management personnel
and represent management’s assessment of the
reasonably possible change in interest rates in
respect of bank and other borrowings.
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b.

cREREEAEEZER
BUR (@)

%5 B B ()

(i)

e
o B E A BT B %
PITEEE - THFERITR
HApfE R s B REAE
B -

AEBEHRARENERER
TEABEEREEATE
HAF 5K R1T R E AR A A
FHERE AEERKL
A P AE AR B R R BR
M EAENMERER - R
- EREREBRN YRR
i EBEARNERE R -

AEEBAARBRRAR
CFHEABEARBNT XE
% FBERAMERDE
TRREE—f-

BRERE DM

HRNEEEBRAASE X
RMERBEARTIKR R
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T3 Gk E 2 AT T IR 1B R
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& KA & & b LA & B B
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For the year ended 31 December 2025 B2 — T A+ - A=+ —HILFE

39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and
policies (Continued)

Market risk (Continued)

(i) Interest rate risk (Continued)
Sensitivity analysis (Continued)
If interest rates had been 100 basis points (2024:
100 basis points) higher/lower and all other
variables were held constant, the Group’s post-tax
profit (2024: post-tax profit) for the year ended 31
December 2025 would have decreased/increased
(2024 decreased/increased) by RMB2,900,000 (2024
RMB1,767,000).

Credit risk and impairment assessment

As at 31 December 2025, the Group’s maximum
exposure to credit risk which will cause a financial loss
to the Group due to failure to discharge an obligation by
the counterparties is arising from the carrying amounts of
the respective recognised financial assets as stated in the
consolidated statement of financial position.

The Group does not hold any collateral or other credit
enhancements to cover its credit risks associated with
its financial assets except that the credit risks associated
with trade receivables is partially mitigated because
settlement of certain trade receivables are backed by bills
issued by reputable banks.

30. €@ I A @)

b.

cREREEAEEZER
R (@)

5 B B ()
(i) FFE Rz ()
HRE D (E)

fis ® & A T 100 1E
AEB(ZZF /™4 : 1001
o) mpTE E e s
BAg IAEEEE -
E_fAFE+_A=+—H
FFENBRBEREF(ZE
“HFBRBEBER) R
DN P E R
1) A R 2,900,000
T(ZZ2EZmF: AR
1,767,00007T) °

=005 A ]
RZE_AF+_H=+—8"
EAEFHAREEBITEEME AE
BEiEK T FIELANRANERARR
BiIZEUMBRAKRAFINSEIED
ReMEEMNRME -

AEEWERFAEMEFmAE
EERREEARMEREES
MEEHBNEERR MHEEE
S RE AR EERRE A
DRE - ARETESREKKA
MBEEAEERFORITMER
REEM -
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39. FINANCIAL INSTRUMENTS (Continued)

b.
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Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment (Continued)
Trade receivables and contract assets arising from
contracts with customers

In order to minimise the credit risk, the management has
delegated a team responsible for determination of credit
limits and credit approvals. Before accepting any new
customer, the Group uses an internal credit assessment
system to assess the potential customer’s credit quality
and defines credit limits by customer. Limits attributed
to customers are reviewed regularly. The Group may
require a deposit to be received from certain customers of
packaging paper products before acceptance of orders.
Other monitoring procedures are in place to ensure that
follow-up action is taken to recover overdue debts. In
addition, the Group performs impairment assessment
under ECL model on trade balances individually or based
on provision matrix. Trade receivables are assessed for
ECL by categorising into receivables fully backed by
bank bills and not backed by bank bills. Debtors with
trade receivables backed by bank bills are assessed
individually taking into consideration of the credit rating
and reputation of the banks issuing the bills. The Group
assessed the ECL on trade receivables not backed by
bank bills and contract assets individually for debtors and
contract assets with significant balance or credit-impaired
and/or collectively based on provision matrix with
appropriate groupings based primarily on the debtors’
ageing profiles.

Pledged/time deposits/bank balances

The credit risks on bank balances are limited because the
counterparties are banks with high credit ratings assigned
by international credit-rating agencies.

30. €@ I B @)

b.

cREREEAEEZER
BUR (@)

1= B B2 K 5L (8 57 1% (4%)
BEFIVENELHNEZEK
HERENEE
SEEREEERR AEEE
EECZKERAEEEEER
BMLEESEL EEREFIE
B za AEBEERREER
HEAFLEBEEFNEREE
VTEREFHNEEEE -BKTE
FHEEETHNES - AKEHA
EERETEBEAETFIEHE
T HAKETE WEHIRTEM
EXREFBEARIEETHRE
BBER - N REERIEE
HEEBFRELUNEFREEE
A E S RETRERN
B BHRUFED B REE N
ROTEBERAREBRTREEER
ETTRBEEBRNMG BRRA
RBEITEBEERNE Z EEK
R RAREBHARENRTH
ERAEMEERAEZ A
TabE - AEBE EARBELEH
FHEREERENERTREEL
HNEZRBRERBALRENEE
NEBRA R/ SEMETEER
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B R
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39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment (Continued)
Other receivables

Other receivables are assessed individually and not
included in provision matrix. The credit quality of other
receivables have been assessed with reference to the
historical information about the past due information,
default rate, the financial position of counterparties and
also supportive forward-looking information. The directors
of the Company consider that the credit risk of other
receivables is low in view of the good collection history.

The Group has concentration of credit risk as 43% (2024:
38%) of total trade receivables represented amounts due
from the Group’s largest three (2024: three) trade debtors
as at 31 December 2025. The management is of the view
that these trade debtors of the Group have good trade
record without default history and consider that the trade
receivable from these customers is recoverable.

Other than those described above, the Group has no
significant concentration of credit risk.

30. €@ I A @)

b.

cREREEAEEZER
R (@)

1= B JE B2 K 5L (8 5T 1% (4%

H i W 54T’

H Al WK IR EBE TG T
BREEREERERES o Hib g YR
BENEERBE2ZARAHE
BEOBEER ENX R5Y
F ) B H5 AR O A K B 3R R E AT RE
BRGETTRHE - ER R F R
L ARREEFRREMENR
REMEERRTE -

RZE_AF+_H=+—8"
AEEB=ZKREZEBEA(ZE
ZHFZR)EAEEESE
W TR IE B 5EA3% (T — M4 ¢
38%) AAEBGFESEFE
ERk-BEERAE AEEHKN
BB ABRBERINIS R
B WERENES  AURABE
WZERFPME S EKFKIERN T
Yz @) o

B bt & ob
REERR -

AEEYEENE
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39. FINANCIAL INSTRUMENTS (Continued)

b. Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment (Continued)
The Group’s internal credit risk grading assessment
comprises the following categories:

b.

30. €@ I B @)

tREMEREB A
BUR (4#)

K

Efg/—l/@&ﬁ@#ﬂ(ﬁ)

AEBHABEER
BREA TR

Internal credit rating Description

Trade receivables/
contract assets

Other financial
assets/other items

EZEWRE HthemEE
W= E R it BREE HpE B
Low risk The counterparty has a low risk of Lifetime ECL — 12m ECL
default or does not have any past-due not credit-impaired
amounts
1 /2 B RHBFEARENRRSLE >HEREEEE 12EABBEEERE
E 1] 8 B R IA —EBEERE
Watch list Debtor frequently repays after due dates Lifetime ECL — 12m ECL
but usually settle in full not credit-impaired
BEEaE BEBALTEINHACEZEN B 2HBEHEFEEEE 12EAEDREEESE
BEMEHNTEBFERE —EEERE
Doubtful There have been significant increases Lifetime ECL — Lifetime ECL —

in credit risk since initial recognition
through information developed
internally or external resources

R BR BN FAEER SIS ERET
B ERBARGERRBRZ LN

Loss There is evidence indicating the asset is
credit-impaired

&8 EEBBEREAECHREERE

Write-off There is evidence indicating that the

debtor is in severe financial difficulty
and the Group has no realistic
prospect of recovery

8 BEEBBRTREBACBARENE
WEE - B 75 B E R Y B R
BN E

not credit-impaired

Amount is written off

WH T B

WS R
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not credit-impaired

2HEMEEREE 2HBEBEEESE
—EEERE —EBEERE

Lifetime ECL — Lifetime ECL —
credit-impaired credit-impaired

2HEMEEEE 2HBEBEEER
—E8RIE —EERE

Amount is written off
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39. FINANCIAL INSTRUMENTS (Continued) 30. @ T A um
b. Financial risk management objectives and b. REAKREEEER
policies (Continued) BUR (48)
Credit risk and impairment assessment (Continued) 1= B & f2 K s E FF 15 ()
The tables below detail the credit risk exposures of the TRFANAEEBHETEREE
Group’s financial assets and contract assets, which are BiEATHNEHEERGNEE
subject to ECL assessment: Wi ERRE
Internal
2025 Notes credit rating 12m or lifetime ECL Gross carrying amount
—E-HE 122
M ABEEFR BHEEEFR BEREE
RMB’000 RMB’000
AR¥TRT AR TR
Pledged/time deposits 25 Lowrisk (notei)  12m ECL 99,950 99,950
BKIRE HF R EREMED 12@EAEREEESE
Bank balances 25 Lowrisk (notei)  12m ECL 188,417 188,417
R1TEE R EmE(RED 2@ EHEEER
Other receivables 22  Lowrisk (note i) 12m ECL 44,286 44,286
H fto JE U RIR ERR (HaEi) 12@AEREEER
Trade receivables — 22  Low risk (note i)  Lifetime ECL (collective 223,259 -
contracts with customers assessment)
B ORWHIE-SE P &4 EE (M i) 2HEREEHE
(ggaT )
Low risk Lifetime ECL (individual 561,762 -
assessment)
1K & b 2HBEREEEE
(& R EF )
Doubtful Lifetime ECL (individual 1,599 786,620
assessment)
RER 2HBEHEERBRE
(& R EF )
Contract assets 24 Low risk (note iii)  Lifetime ECL (individual 15,208 15,208
assessment)
EREE EER (Ei) Z2HEBREEERE

(& BIFF 1)
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39. FINANCIAL INSTRUMENTS (Continued)

b.
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Financial risk management objectives and

policies (Continued)

Credit risk and impairment assessment (Continued)

30. €@ I B @)

b. £&EIEA

R EEAER

BUR (@)

1= B B2 K 5L (8 57 1% (4%)

Internal
2024 Notes credit rating 12m or lifetime ECL Gross carrying amount
—E-F 1218 A = &
Mz ABEETR BHEEEBR BEREE
RMB’000 RMB’000
AREFTT ARBTRT
Pledged/time deposits 25  Lowrisk (notei)  12m ECL 64,428 64,428
BHER/EBEFK KRR (M) 12EABEHREEEE
Bank balances 25 Lowrisk (notei)  12m ECL 187,359 187,359
RITE KRR (M) 12EABREERE
Other receivables 22  Lowrisk (note i) 12m ECL 39,706 39,706
H A & U 7RI KERR (£ 12@FBHEERE
Trade receivables — 22 Low risk (note i)  Lifetime ECL (collective 239,669 —
contracts with customers assessment)
BIRWFIE-EFAL KRR (FIsTii) 2HMBEHEEBE
(RBBATh)
Low risk Lifetime ECL (individual 393,104 —
assessment)
1 /2, e LHIEHBEEES
(fE BT %)
Doubtful Lifetime ECL (individual 1,717 634,490
assessment)
*BR >HEMEEEE
(fE BT %)
Contract assets 24 Low risk (note iii)  Lifetime ECL 10,581 10,581

BHMEE

1K R B (K #iin)

(individual assessment)
FPHEHEERS
(1851 &F &)

Notes:

0] For the purpose of internal credit risk management, the Group (0]
has made reference to the external credit rating for its major bank

balances.

(ii) For the purposes of internal credit risk management, the Group (i)
uses past due information to assess whether credit risk has
increased significantly since initial recognition. As at 31 December
2025 and 2024, the Group has no past due other receivables.

(iii) For trade receivables and contract assets, the Group has applied (iii)
the simplified approach in HKFRS 9 to measure the loss allowance
at lifetime ECL. Except for debtors with significant outstanding
balances, credit-impaired or trade receivables backed by bank
bills, the Group determines the ECL on these items by using a

provision matrix as mentioned above.

BT -

BAMEERAREEMNS  AEEE2ZE
HEIZRITEROIEETFR -

SRR EERBREENS - AEBEGHESH
FERFMGEAVSERAREERREGRE

BN NZE—AFR=_T_NF+=A=
+— B - A5 0 A H Oty EURIE -

HWESEWFAREGNEENS  A%HE
ERAEBHBERELENFEIRNBLS
FEABEHRHGEREBRNOBIRERS B
EREAREERAS HREFEREIN
RITRBEROE 5 AR BRRI -
AEERBEABBEEREZZREN
HEHEEER-

EXERZRARDF
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39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment (Continued)
The following table provides information about the
exposure to credit risk for trade receivables not backed
by bank bills which are assessed on a collective basis
by using provision matrix within lifetime ECL (not credit-
impaired).

Gross carrying amount

39. €@ T A @)

b.

cREREEAEEZER
R (@)

1= B JE B2 K 5L (8 5T 1% (4%
TREHEHEERTERERY
ERBEREEETEZHESRE
EBBCROREFEERE) RE
HHESERRENEERR
BH e

RE#E

2025 2024

—E-FHF “EF
Average Trade Average Trade
loss rate receivables loss rate receivables
THEBRE BEZEKRNRRE FHEREE HHEWKHKRIE
RMB’000 RMB’000
AR® T T AR T
0-60 days 0£60H 0.05% 210,515 1.06% 224,479
61-90 days 61Z290H 0.05% 5,527 0.16% 7,131
91-180 days 91E180H 0.05% 6,779 0.02% 7,575
Over 180 days Hi#®180H 82.32% 438 7.09% 484
223,259 239,669

The estimated loss rates are estimated based on historical
observed default rates over the expected life of the
debtors and are adjusted for forward-looking information
that is available without undue cost or effort. The grouping
is regularly reviewed by the management to ensure
relevant information about specific debtors is updated.

During the year ended 31 December 2025, an allowance
for credit losses of RMB5,000 and write-off of allowance
for credit losses of RMB123,000 (2024: allowance for
credit losses of RMB398,000) were made on credit-
impaired debtors and an allowance for credit losses of
RMB1,826,000 (2024: RMB2,988,000) and a reversal
of allowance for credit losses of RMB 2,988,000 (2024:
RMB1,730,000) were made on the not credit-impaired
debtors.

BEtBREIDRBES ABRF
HrBEaBRENTMGE R
BRBALBTIBEXNAKE M
AERGHAEEERELRAE-
EEEEMEE M UBKRE
MERBEEHANHEBER -

RBE-_TE_-_AF+-_A=+—
ALEFE A5EREERER
FAEH AR %5000t K {5 BB
EEBELRMEEBEMBEEE
AR #123,00070 (ZF Z 10 4F ¢
= BB 1B & E A R #398,000
TL) Rt EEEIRENR
FEHR AR #1,826,0007T (= &
—HF AR #2988,0007T) B
CEFBEEGE THBBODARKE
2,988000C(—Z T —HF: AR
#1,780,0007T) WZ BB 1B -
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39. FINANCIAL INSTRUMENTS (Continued)

30. €@ I B @)

b. Financial risk management objectives and b. 2MEREEEER
policies (Continued) BUR (4#)
Credit risk and impairment assessment (Continued) 1= B R 2 R s E 15 ()
The following table shows the movement in lifetime THRETEBBRECFEZHEZR
ECL that has been recognised for trade receivables not BEHNEHREFIERAN 2 H
backed by bills under the simplified approach. EHEEBECES -
Lifetime Lifetime
ECL ECL
(not credit- (credit- Total
impaired) impaired) amount
2 HITE 2 Hj 78 5
EEEE EEEE
(mEEREBE (SERE) BoEE
RMB’000 RMB’000 RMB’000
ARBTIT ARBTIT AR®EFTET
At 1 January 2024 R-ZZE-_WME—F—H 1,730 1,319 3,049
Changes due to financial —E-FE—A—H
instruments recognised EERem TAmMEE
as at 1 January 2024: B E
— Impairment losses reversed — — % [Bl ) & &5 18 (1,730) — (1,730)
— Write-offs — W 5H — — —
New financial assets originated ~ ¥71& 8 4 4 &t & & 2,988 398 3,386
At 31 December 2024 RZZEZWF
+=ZA=+—H 2,988 1,717 4,705
Changes due to financial —E-hF—H—H
instruments recognised EERemITEMmEE
as at 1 January 2025: &
— Impairment losses reversed ~ — % [81 3 1A /&5 18 (2,988) (123) (8,111)
— Write-offs — i 84 — — —
New financial assets originated #7312 R £ £ @& E 1,826 5 1,831
At 31 December 2025 RZE-_RF
+=-A=+—8 1,826 1,599 3,425

The Group writes off a trade receivable when there is
information indicating that the debtor is in severe financial
difficulty and there is no realistic prospect of recovery,
e.g. when the debtor has been placed under liquidation
or has entered into bankruptcy proceedings, or when the
trade receivables are over two years past due, whichever
occurs earlier. The Group has taken legal action against
the debtors to recover the amount due.

EREMBTEBABAREY
R B K 3 B R E 4R W B R
Beoflm BEEBACETER
SEEARERT NEHEK
REBHEBEBRE(RFHFH
£E) IAKREKZE SRR
RIEME - AEEDHEBAR
HURR1TE) - AMKE B FRIE
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39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and b.

policies (Continued)

Credit risk and impairment assessment (Continued)
The following table shows the movement in lifetime ECL
that has been recognised for trade receivables backed by

bank bills under the simplified approach.

30. €@ I A @)

cREREEAEEZER
R (@)

1= B JE B2 K 5L (8 5T 1% (4%
TRETREBEB(CT AL ARTT
SREAMNE S EEFAERK
2HEHREEERZEH -

Lifetime

ECL

(not credit-

impaired)

A

FEBE

(BREEMHE)

RMB’000

ARBETF T

At 1 January 2024 RZE-_mFEF—H—H 776
Changes due to financial instruments recognised —E_MFE—H—BE®ReR

as at 1 January 2024: TEMBEAEMNES :

— Impairment losses reversed — B EREEE (776)

New financial assets originated FIERASRMEE 297

At 31 December 2024 R-ZZE-_WNF+-_A=+—H 297
Changes due to financial instruments recognised —ERF-HA—BE®wRAe®

as at 1 January 2025: TEMBELENESD) :

— Impairment losses reversed — R EREEE (297)

New financial assets originated RSB E 410

At 31 December 2025 RZEBE-_AF+ZA=+—H 410

For trade receivables backed by bank bills, an impairment
allowance of RMB410,000 (2024: RMB297,000) has been
made by the directors of the Company after considering
the probability of default and taking into consideration of
the credit rating and reputation of the banks issuing the

bills.

MUABRITEBRERNE 5 E WK
HME  ARARIEERZERED
MR e R AT R BT EBE/RIT
MEESERREERZ EHTA
R 410,000 (Z T ZMF : A
R #297,0007T) B R (B 14 -
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39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and b.

policies (Continued)

Credit risk and impairment assessment (Continued)
The following table shows the movement in lifetime ECL
that has been recognised for trade receivables backed by

other bills under the simplified approach.

30. €@ I B @)

BUR (@)

TRIEREERRR

1= B B2 K 5L (8 57 1% (4%)
TRETREBEECITDEE AEA
SREMNE S BB FAERK

2HEHEEERZEH -

Lifetime
ECL
(not credit-
impaired)
> HITEH
FEBE
(BEERE)
RMB’000
AREF T
At 1 January 2024 R-ZE-_@mWE—H—H 215
Changes due to financial instruments recognised —E_MFEF—H—HBE®ReR
as at 1 January 2024: TEMBEAEMNES :
— Impairment losses reversed — B EREEE (215)
New financial assets originated FIERA S RMEE 10
At 31 December 2024 R-ZE-_mE+-_B=+—H 10
Changes due to financial instruments recognised —ERF-A—BE®wRAe®
as at 1 January 2025: TEMBELEMNESD) :
— Impairment losses reversed — R EREEE (10)
New financial assets originated MEREEMEE 107
At 31 December 2025 RZEB-_RAF+ZA=+—H 107
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39. FINANCIAL INSTRUMENTS (Continued)

b.

Financial risk management objectives and

policies (Continued)

Credit risk and impairment assessment (Continued)
The following table shows the movement in 12m ECL that

has been recognised for other receivables.

30. €@ I A @)

b. 2REMREEREEZR
R (@)

1= B JE B2 K 5L (8 5T 1% (4%
TRBERRES H M EKRRE
RMIEARMEEERLZ

#eh °

P

12m ECL

(not credit-

impaired)

1218 B B 8

FEEBSR

(BEERME)

RMB’000

AR T T

As at 1 January 2024 R_E_HMHFE—-—H—H 293
Changes due to financial instruments recognised —E_MFE-H—BEWReR

as at 1 January 2024: TEMBEAENES :

— Impairment losses reversed — & EREEE (293)

New financial assets originated FERESHEE 282

At 31 December 2024 RZEZWF+=—RA=+—H 282
Changes due to financial instruments recognised TE_hAF—A—HBHE®ERSR

as at 1 January 2025: TAmMBEANE

— Impairment losses reversed — B EREEE (282)

New financial assets originated FHRESRMEE 218

At 31 December 2025 RZEBE_AF+ZHA=+—H 218
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39. FINANCIAL INSTRUMENTS (Continued)

b.

188 ZHENGYE INTERNATIONAL HOLDINGS COMPANY LIMITED |

Financial risk management objectives and
policies (Continued)

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by the management to
finance the Group’s operations and mitigate the effects of
fluctuations in cash flows. The management monitors the
utilisation of bank borrowings.

The Group entered into supplier finance arrangement to
ease access to credit for its suppliers and facilitate early
settlement to the suppliers. Only small portion of the
Group’s trade payables/borrowings is subject to supplier
finance arrangements. Therefore, the management does
not consider the supplier finance arrangement result
in significant liquidity risk of the Group. Details of the
arrangements are set out in note 27.

The following table details the Group’s contractual
maturity for its financial liabilities and lease liabilities. The
table has been drawn up based on the undiscounted
cash flows of financial liabilities and lease liabilities based
on the earliest date on which the Group can be required
to pay.

The table includes both interest and principal cash flows.
To the extent that interest flows are floating rate, the
undiscounted amount is derived from interest rate at the
end of the reporting period, taking into consideration
interest rate curve, if available.

30. €@ I B @)

b.

cREREEAEEZER
BUR (@)

B & % E R

EEERDESARE A5E
EEREFEEERRTENR
ERReEEY URSAEEDN
HERMES URERERE
KB E BEBEERITE
HEERIER

AEETIHEEABRELY B
HEBRERHREEEN AL (e EIR
PrRHEBGENRE RBEN)E
DAKEENE PN FHIAEK
XEEBBRELERR - Bt
EEERR HEFMBRELZHEL
EHASEEREANRBES
Bk BREZHMFBEHNME
27 °

TRAJNAEESREBELREE
BENAOIHAE - ZRIIRE
AEEANTHNERAHRES
MEBELHEABNARMRAS
MEHRE -

ZREENMNERAZHERE -
AR FBME - BIRMERE
BRBEPRNMEAE G R
MEAAR(E)) °

EXERZRARDF
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39. FINANCIAL INSTRUMENTS (Continued)

b.

30. €@ I A @)

Financial risk management objectives and b. 2MEREEEER
policies (Continued) BUR (48)
Liquidity risk (Continued) T B & 2 E B (E)
Liquidity table REBEE K
Weighted On demand Total
average or less than 6 months Over undiscounted Carrying
interestrate 6 months to 1 year 1-5 years 5years cash flows amounts
MEFHH  RERS ~EA AERRE
2 SRAER Z2-F -ZEF EBENL FREHE BHE
% RMB’000 RMB'000 RMB’000 RMB'000 RMB'000 RMB’000
% AREFT ARBTRT ARETT AREKTT ARETFT ARBTR
2025 —E-EHE
Trade and other payables B hEMEMNFIE NA FER 195,982 - - - 195,982 195,982
Amounts due to directors  FE{f & E HIE N/A REH 473 - - - 473 473
Bank loans under supplier ~ #EREBELHET
finance arrangements RITER N/A RiE B 100,340 42,550 - - 142,890 142,890
Bank borrowings RITER
— fixed-rate -E8 332 351,985 253,256 198,521 — 803,762 782,396
— variable interest rate —-%E 3.65 75,994 51,985 106,040 - 234,019 222,995
Lease liabilities HEEE 5.61 2,795 1,942 7,055 12,338 24,130 16,968
Other borrowings HAnfE xR
— fixed-rate -EE 2.84 119,688 - - - 119,688 119,689
— variable interest rate 28 6.36 27,072 29,189 70,183 - 126,444 118,158
874,329 378,922 381,799 12,338 1,647,388 1,599,551
2024 —RomE
Trade and other payables ~ EHNEMENZTE NA FEH 282,179 - - - 282,179 282,179
Amounts due to directors  [EftEF B N/A T 448 - - - 448 448
Bank loans under supplier ~ HEEBELHEET
finance arrangements RITER N/A i A 21,010 22,620 - - 43,630 43,630
Bank borrowings RITIER
— fixed-rate -EE 3.61 369,910 134,495 310,114 — 814,519 784,440
— variable interest rate 28 3.94 18,403 19,085 127,372 — 164,860 160,504
Lease liabilities HEARE 5.62 5,272 5,144 10,441 13,298 34,155 25,886
Other borrowings HAn g%
— fixed-rate —-EE 3.96 2,779 - - - 2,779 2,779
— variable interest rate 2B 8.14 19,621 10,978 31,484 — 62,083 57,331
719,622 192,322 479,411 13,298 1,404,653 1,347,197

The amounts included above for variable interest rate

instruments are subject to change if changes in variable
interest rates differ to those estimates of interest rates

determined at the end of the reporting period.

5% B 00 B B A RIS IR P
BEMMGFTAME AIFFALERE
FETANSETEAE -
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40. RECONCILIATION OF LIABILITIES ARISING 40.

FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities arising

TRFANAEENRE LTS E

BMETHRELEREYHKR

Gy}

from financing activities, including both cash and non-cash B RRELESLIESEDH @
changes. Liabilities arising from financing activities are those for BEHMEABERESREI AR
which cash flows were, or future cash flows will be, classified REMERTEEGEEBEERERA
in the Group’s consolidated statement of cash flows as cash DEAMEE ibzfi/i\/ﬁé °
flows from financing activities.
Amount
Bank loans due to
under supplier anon-
Bank Other financing Lease Interest  Dividend controlling
borrowings borrowings arrangements liabilities payables  payable interest Total
HES
BEZHET R
BTHER  HiER ROTER HEEE REMNE EARE BZRE #it
RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT AREFR ARETT ARETT ARETR ARETT ARETRT ARETT
At 1 January 2024 R-Z-mWE-F—H 9711946 50,116 - 27,640 - - — 1,049,602
Financing cash flows BERGRE 579,007 94,745 - (6,659) (42,783) (5,000) - 619,310
Interest expense FMEXH - - - 1,519 42,783 - - 44,302
Dividend 45N - — — - — 5,000 - 5,000
Non-cash changes in other £ fEPE BE & & HEIE T
borrowings from supplier  E A {52 EH L
finance arrangements ‘x‘ - - 43,630 - - - — 43,630
Non-cash settlement of BRREEZ
discounted bill FRELE (616009  (84,751) - - - - —  (700,760)
New lease HAHE - - - 3,486 - - - 3,486
At 31 December 2024 RZE-M4F
A=t 934,944 60,110 43630 25886 - - — 1,064,570
Financing cash flows REBRERS 334001 246,549 (103630)  (10,500) (46,674  (10,000) (4,128 405,618
Interest expense FEEH - - - 1,167 46,674 - - 47,841
Dividend & & - - — - — 10,000 4,128 14,128
Non-cash changes in other ﬁi!f Pﬁﬁﬂﬁ ZHET
borrowings from supplier MiER 2 FRE
finance arangements 2 - - 202,890 - - - - 202,890
Non-cash settlementof ~ BEIRZEEZ
discounted bills FBEBHE (263554)  (68,812) - - - - - (332366)
New lease A HE - - - 415 - - - 415
At 31 December 2025 RZEZL%
+ZA=+—H 1,005,391 237,847 142,890 16,968 - - — 1,403,096
Changes in liabilities that are subject to supplier finance XERAEEERELHNBEED X
arrangements are primarily attributable to additions resulting ZRERKBEEMNAERAERE S
from purchases of goods and subsequent cash settlements. BE -RFERN HEMMELHEET
During the year, borrowings under supplier finance arrangement f& 3k A R #202,890,00070 ( = & = Y
of RMB202,890,000 (2024: RMB43,630,000) represent the F: AR #43,630,0007T) 58 ERTT

payments to the suppliers by the relevant banks directly.
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41. RELATED PARTIES TRANSACTIONS 41.

(@

Related parties transactions

During the year, the Group entered into the following
transactions with related parties:

BB A RS
@ EBBIRXZ

P E

RAFE NEBERBBTIL

2025 2024
RMB’000 RMB OO_O
AR® T ARBF T
Directors of the Company KNGES
— Interest on amounts due to directors ~ —fEfTE ZHIBF & - 433
Related parties balances (b) FEAEE T 4k
Other than the related parties balances as disclosed B BT 3E 26 AT 4 BB B Bt 5 A eR O
in note 26, the Group has the following related parties REBERImEHARE AT 85
balances at the end of the reporting period: Eek
2025 2024
—E-RF —E P4
RMB’000 RMB’OO_O
AR® TR AREEF T
Amounts due to directors (note) FE EE IR (M) 473 448
Note: Amounts due to directors are unsecured, interest free and B RE - ENEEREBEDEER . 28

repayable on demand.

BARERMEE -

Compensation of key management personnel c FEEEEAESMNHN

The remuneration of directors and other members of key EENEMTBEHEERENF
management during the year was as follows: NEF BT -

2025 2024
—_E_HE —E-NF
RMB’000 RMB’OO_O
AR® TR AREEF T
Salaries and other benefits e hEMER 23,360 24,518
Retirement benefits schemes contributions E'< NIRRT 579 463
23,939 24,981

The remuneration of directors and key executives is
determined by the remuneration committee having regard
to the performance of individuals and market trends.

EERETBETRAEBNFMNAH
MEBELKERBEARR LTS

BHEBET -
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42. PARTICULARS OF SUBSIDIARIES OF THE

42, R BMHEB LR NFR

COMPANY
Place of Proportion ownership Proportion of
incorporation/ Paid up issued/ Class of interest held by voting power held
Name of subsidiaries registration/operations  registered capital  shares hold the Company by the Company Principal activities
ZREL/ BART/ BERHB ARAREN ARAREN
WEARER Ht/EEBY ZRBE ol FERERLD REELA TEEH
At 31 December At 31 December
Rt=B=+-H R+t=B=+-H
2024
—ZImE
TYAZ International Limited British Virgin Islands ~ Authorised USD50,000 Ordinary 100% * 100% * 100% 100% Investment holding
(Zheng Ye (BVI)) (‘the BVI') Paid USD20,000
EBRLES JETES0,000% T Tak REER
(XBEZER))  B420000%7T"
Zheng Ye International Company Hong Kong HKD10,000 Ordinary 100% 100% 100% 100% Investment holding
Limited
EXERERAT &k 10,0007 7T LAk REER
Shing Yip (Hong Kong) Investment ~ Hong Kong HKD322,384,575 Ordinary 100% 100% 100% 100%  Investment holding
Enterprises Limited
BEEERARRARRE B 322,384,5757 T EER RAZR
Zheng Ye Packaging The PRC HKD156,211,400 Ordinary 100% 100% 100% 100% Manufacturing and operating
(Zhongshan) of paper-based packaging
Company Limited products, packaging related
business and printing of
decorative packaging
products
EXR&(PL)ERAT E 166,211,400 7T EER LERECHEBEER
BEEBEBRAREER
B
Zhongshan Yong Fa Paper Industry ~ The PRC HKD106,500,000 Ordinary 100% 100% 100% 100% Manufacturing and sale of paper-
Company Limited and paperboard
PUKEEEERAR e 106,500,000 7T gl EERNHELNLR
Zhuhai Zheng Ye Packing Company ~ The PRC RMB52,164,719 Ordinary 100% 100% 100% 100% Manufacturing and sale of paper-
Limited based packaging products
and related packaging service
FKELXBEERAA HE AE52,164,7197C Lak EENBEARBRERR
RERERS
Wuhan Zheng Ye Alliance Packaging  The PRC RMB20,000,000 Ordinary 100% 100% 100% 100% Manufacturing and sale of paper-
Company Limited based packaging products
and printing of decorative
packaging products
HEFEBABRERAR PE AR H20,000,0007C Tak EENHELSRBEERR
HRleEERDR M
Zhongshan Rengo Hung Hing Paper  The PRC USD81,040,000 Ordinary 58.7% 58.7% 58.7% 58.7% Manufacturing and sale of paper
Manufacturing Company Limited and paperboard
(‘Hung Hing")
PILE A RRELARAA E 81,040,000 1T ERER EERHELNAR
(MB&E))
Yudu County Zhengyi Paper Products  The PRC RMB89,000,000 Ordinary 80% 80% 80% 80% Manufacturing and sale of paper
and Paper Industry Company and paperboard
Limited
(‘Zhengyi’)
THEIRORMERERAT  HE AR 89,000,007 EER EERHELNAR
(TEE)
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42. PARTICULARS OF SUBSIDIARIES OF THE 42, XN T E A WS @
COMPANY (Continued)

Place of Proportion ownership Proportion of
incorporation/ Paid up issued/ Class of interest held by voting power held
Name of subsidiaries registration/operations  registered capital ~shares hold the Company by the Company Principal activities
#MAL/ BART/ BERHB ARAREN AREAREN
WEAREH Ht/EEBY ZRBA B il 4 35341 REELH TEEH
At 31 December At 31 December
Rt=B=+-H Rt=B=+-H
2024
—Z-mE
Zhongshan Lianfa Logistics Company  The PRC RMB5,000,000 Ordinary 100% 100% 100% 100% Transportation
Limited
RUTFEBEDRERA R HE AR5,0000007 Lak &
Zhongshan Zhengye Transportation  The PRC RMB3,000,000 Ordinary 100% 100% 100% 100% Transportation
Company Limited
FUTEXBRARAR HE ARH3,0000007C L@k EH
Gaoan Gaungyong Logistics The PRC RMB3,000,000 Ordinary 100% 100% 100% 100% Transportation
Company Limited
BREXMRERRA fE AR %3,000,0007 LR E%)
Gaoan Gaungzheng Transportation ~ The PRC RMB2,000,000 Ordinary 100% 100% 100% 100% Transportation
Company Limited
RRELERERAA HE AR 20000007 Lak &%
Zhongshan Yongfa Zhizao The PRC RMB58,442,510 Ordinary 100% 100% 100% 100% Properties development
Company Limited
PLKEREERAR HE ARH584425107 LAk NERR
Zheng Ye Leasing The PRC RMB1,000,000 Ordinary 100% 100% 100% 100% Properties leasing and
management
Lk FE AR %1,000,0007C EAR NEHERER
Zhongshan Lianhe Hongxing The PRC Registered capital: Ordinary 58.7% 58.7% 58.7% 58.7% Properties development
Zhizao Company Limited RMB166,710,000
Paid up capital:
RMB nil
PUBEEREEERAA HE HMAR: Lak NEER
AR 166,710,007
EYER: ARBET
Zhongshan Yongfa Hongxing Project  The PRC RMB30,000,000 Ordinary 85.31% 85.31% 85.31% 85.31% Project management
Management Company Limited
PILKEBEBEEERARAR HE AR 30,000,007 LAk ERER
Zhongshan Baocheng Property The PRC Registered capital: Ordinary 100% - 100% — Properties Management
Management Company Limited RMB500,000
Paid up capital:
RMB 100,000
PUTRANEERERAT  hE HMAR: Lak NEER
AR%500,0007T
ARH1000007
* Except for Zheng Ye (BVI), all other companies are indirectly held by the * FrZheng Ye BVI)5) © BT B E M A A3 B A
Company. NRIEEFA -
None of the subsidiaries had any debt securities outstanding at B R Bk 5 A A o] s ) - BT B R RIE
the end of the year or at any time during the year. EEMAREEEBES -
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43. DETAILS OF NON-WHOLLY OWNED 43. BEERFEREZZHEE
SUBSIDIARIES THAT HAVE MATERIAL EMEAFFEE
NON-CONTROLLING INTERESTS

Place of registration Proportion of ownership
Name of and principal place of interests held by non- Profit allocated to non- Accumulated
subsidiaries business controlling interests controlling interests non-controlling interests
HEAREE AMtERTETEERY FERERABEERTELH PEEFEREZ ZEN Nt FERER
At 31 December At 31 December At 31 December
R+=ZB=+-8 W+t=ZA=+-8 W+=A=+-H
2025 2024 2025 2024
—E-FHE —E_ME —E-FE —E_mEF
RMB'000 RMB'000 RMB'000 RMB'000
NGRS ARETT BN SN ARETT
Hung Hing Zhongshan, the PRC 41.30% 41.30% 3,614 5,529 258,747 259,261
BE FE A LT
Zhengyi Yudu, the PRC 20.00% 20.00% 41 591 24,125 24,084
EfE FE T
Other Zhongshan, the PRC 14.69%/41.30% 14.69%/41.30% (419) (1,208) 2,750 3,169
At FE S LT
3,236 4912 285,622 286,514
Hung Hing
2025 2024
—E-RE —E-PNEF
RMB’000 RMB’000
AR® TR ARBETF T
Current assets MBEE 297,475 305,738
Non-current assets ERBEE 413,122 425,069
Current liabilities Uk IN=NE (69,870) (85,467)
Non-current liabilities FERBAE (14,241) (17,606)
Equity attributable to owners of the RATHEE ANEIE#ER
Company 367,739 368,473
Non-controlling interests of Hung Hing %6 8 7 JF 752 i% 4 25 258,747 259,261
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43. DETAILS OF NON-WHOLLY OWNED 43. EEERIEEZERER 2R
SUBSIDIARIES THAT HAVE MATERIAL BB QRS @

NON-CONTROLLING INTERESTS (Continued)

Hung Hing (Continued)

2024
—E_RHF —E-NE
RMB’000 RMB’000

AR TR ARET T

Revenue A 754,056 677,559

Expenses 53 (745,305) (664,171)

Profit and total comprehensive income £ A3 Fl| & 2 T W 5 42 58
for the year 8,751 13,388

Profit and total comprehensive income A2 A1 B A FEAG i A &
attributable to owners of the Company % T %5 42 58 5,137 7,859

Profit and total comprehensive income %6 £ 7 3 178 i% # 25 FE 16 5% 51 &

attributable to the non-controlling EHE KB

interests of Hung Hing 3,614 5,629
Net cash inflows from operating LEEBIR SR AEE

activities 25,053 29,204
Net cash outflows from investing KEERHHES KL FEE

activities (22,126) (81,492)
Net cash (outflows) inflows from BMEEBREORL) RAFE

financing activities (9,464) 4,114
Net cash (outflows) inflows Re R R AERE (6,537) 1,826
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43. DETAILS OF NON-WHOLLY OWNED 3. BEERFERERZZHE
SUBSIDIARIES THAT HAVE MATERIAL BB RFE @
NON-CONTROLLING INTERESTS (Continued)

Zhengyi F1E
2024
—E_FF —ZE-NF
RMB’000 RMB’000
AR T AREF T
Current assets mENEE 94,857 76,397
Non-current assets IEMENEE 153,497 151,512
Current liabilities mMENBE (123,245) (68,124)
Non-current liabilities EmnEEE (4,482) (39,365)
Equity attributable to owners of ANTHEA ANEEER 96,502 96,336

the Company

Non-controlling interests of Zhengyi FEZ FEE i i = 24,125 24,084
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43. DETAILS OF NON-WHOLLY OWNED
SUBSIDIARIES THAT HAVE MATERIAL
NON-CONTROLLING INTERESTS (Continued)

Zhengyi (Continued)

43. BEERFERERZZHE
BB 2 RFE@®

2024
—E_RF —E-NE
RMB’000 RMB’000

AR TR ARBET T

Revenue A 308,339 299,831
Expenses 53 (308,132) (296,876)
Profit and total comprehensive FRaMNEE2EREBE

income for the year 207 2,955
Profit and total comprehensive RARER AEL ST &

income attributable to owners of TH =B

the Company 166 2,364
Profit and total comprehensive income  IF {8 2 3F 22 i% #E 25 & 16 5% 71| &2

attributable to the non-controlling 2H =B

interests of Zhengyi 41 591
Net cash inflows from operating KEFEHRESRANFEE

activities 19,947 27,896
Net cash outflows from investing REEYIR ML FE

activities (11,013) (8,784)
Net cash outflows from financing BMEEHELS R L FE

activities (19,067) (17,055)
Net cash (outflows) inflows Be&Ornd)mAFERE (10,133) 2,057
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44, STATEMENT OF FINANCIAL POSITION OF

44, KD T RN K

THE COMPANY
2025 2024
—E_REF —E-NE
RMB’000 RMB’000
AR T T AREF T
Non-current Assets kRBEE
Unlisted investment in a subsidiary R—FRMERAMIELTIRE 230,979 230,979
Amounts due from subsidiaries JE U B B A R FRIB 42,042 32,189
273,021 263,168
Current Assets REBEE
Other receivables H b pE I 5008 401 356
Bank balances and cash wITEBRRES 511 662
912 1,018
Current Liabilities RBAaE
Other payables H i & 3B 91 185
91 185
Net Current Assets REBEEFE 821 833
Total Assets less Current Liabilites EEZEBERABERE 273,842 264,001
Capital and Reserves EXRHE
Share capital & A& 41,655 41,655
Share premium and reserves % 17 % 8 M 199,617 197,463
Total Equity ERAE 241,272 239,118
Non-current Liabilities kRBEME
Amounts due to subsidiaries JE I B A B A 32,570 24,883
273,842 264,001
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44. STATEMENT OF FINANCIAL POSITION OF 44. &K 7 Bf #& ik 0 3|/ (@)
THE COMPANY (Continued)

Movement in the Company’s reserves RABREZEE
Share Merger Retained
premium reserves profits Total
B 17 % 8 & oA REEF wat

RMB’000 RMB'000 RMB’000 RMB'000
ARBTE ARBTT ARETT ARBTZT

At 1 January 2024 e S /1t e
—H—H 92,968 97,5659 9,903 200,430
Profit and total comprehensive 4 A& FI| & 2 T U 25
income for the year e — — 2,033 2,033
Dividend paid RS — — (5,000) (5,000)
At 31 December 2024 =it = =
+=-A=+—H 92,968 97,559 6,936 197,463

Profit and total comprehensive £ A3 & K 2 T W 25

income for the year 48 %8 — — 12,154 12,154
Dividend paid EEREEs) — — (10,000) (10,000)
At 31 December 2025 R _RHF

+=—A=+—8H 92,968 97,559 9,090 199,617
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For the year ended 31 December 2025 B2 T - AF+-_A=+—HIEFE

CONSOLIDATED RESULTS

REXE

For the year ended 31 December

BEt+t-A=1+T—-BLHFE

2025 2024 2023 2022 2021
i T B NE B -=F T —E-—F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
N | AR T ARET T ARBT T ARBTT
Revenue A 2,516,436 2,435,830 2,390,517 3,013,957 3,558,009
Profit (loss) before tax B 752 AT )
(E#) 24,640 33,069 (17,678) 76,867 237,316
Income tax (expense) credit  Fr 15 54 (B 52 )
Eiin) (6,894) 8,235 836 (8,263) (29,038)
Profit (loss) for the year FREF (E518) 17,746 41,304 (16,842) 68,604 208,278
Attributable to: AT AT :
the owners of the Company AR RI#EH A 14,510 36,392 (17,553) 47,167 160,841
non-controlling interests ~ JE 22 AR A 2% 3,236 4,912 711 21,437 47,437
17,746 41,304 (16,842) 68,604 208,278
CONSOLIDATED ASSETS AND LIABILITIES HEEERAE
For the year ended 31 December
BE+-H=1+—HLEE
2025 2024 2023 2022 2021
e msn s T E U —EFE -4 T —EFE-—%F
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
N | ARBE T ARETT ARBT T ARBTTT
Total assets BERLE 3,156,872 2,875,960 2,992,448 2,983,663 3,033,928
Total liabilities BEgE (1,746,312) (1,469,018) (1,621,810) (1,581,107) (1,651,976)
Net assets BEFR 1,410,560 1,406,942 1,370,638 1,402,556 1,381,952
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Definitions

EE

“AGM”

“Bye-laws”

“associate(s)”

“Board” or “Board
of Directors”

“Business Day” or
“business day”

“BVI”

“CG Code”

“Company”, “our
Company”, “we”
or “us”

“connected person”

“controlling
shareholder(s)”

“Director(s)”

“ESG”

“Executive
Director(s)”

“Group”, “our

Group”, “we” or “us”

“HK$” or “Hong
Kong dollars” or “HK
dollars” or “cents”

the annual general meeting of the Company

the bye-laws of the Company, as amended and
restated, supplemented or modified from time
to time

has the meaning ascribed thereto under the
Listing Rules

the board of Directors

a day on which banks in Hong Kong are
generally open for normal banking business to
the public and which is not a Saturday, Sunday
or public holiday in Hong Kong

the British Virgin Islands

Corporate Governance Code as set out in
Appendix C1 to the Listing Rules, as amended
from time to time

Zhengye International Holdings Company
Limited 1F 2 B B 4% I A BR A &), an exempted
company incorporated in Bermuda with limited
liability on 18 August 2010

has the meaning ascribed thereto in the Listing
Rules

has the meaning ascribed thereto in the Listing
Rules

the director(s) of the Company

Environmental, Social and Governance

the executive Director(s)

the Company and its subsidiaries

Hong Kong dollars and cents respectively, the
lawful currency of Hong Kong
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Definitions (Continued)

B= (5

“Hong Kong” or “HK” the Hong Kong Special Administrative Region

“Independent
Non-executive
Director(s)”

“independent third

party(ies)”

“Listing Rules”

“PRC” or “China”

“BMB” or “Renminbi”

“SFO”

“Share Award
Scheme”

“Share(s)”

“Shareholder(s)”

“Stock Exchange”

“Substantial
Shareholder”

“Year” or “Reporting

Period”

“Year 2024”

“op”

In the event of any inconsistency, the English text of this annual report

of the PRC

the independent non-executive Director(s)

person(s) or company(ies) and their respective
ultimate beneficial owner(s), who/which, to the
best of our Directors’ knowledge, information
and belief, having made all reasonable
enquiries, is/are not connected with our
Company or our connected persons as defined
under the Listing Rules

the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited

the People’s Republic of China, excluding for the
purpose of this annual report only, Hong Kong
Special Administrative Region, Macau Special
Administrative Region and Taiwan region

the lawful currency of the PRC

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

the share award scheme adopted by the Board
on 23 April 2019, as amended from time to
time

the ordinary share(s) in the capital of the Company
with the nominal value of HK$0.1 each

the shareholder(s) of the Company

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto in the Listing
Rules

Year ended 31 December 2025

Year ended 31 December 2024

per cent

shall prevail over the Chinese text.
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