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Management's Responsibility for the Financial Statements

Management is responsible for the preparation of these financial statements in accordance with the
Accounting Standards for Business Enterprises and the ‘Accounting System for Business Enterprises’.
This responsibility includes:1. Designing, implementing and maintaining internal control relevant to the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error;2. Selecting and applying appropriate accounting policies.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with China Auditing Standards. Those standards require that we
comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation of the financial statements 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 entity's
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of
Shanghai HiTeC Plastics Co., LTD. as of 31 December 2016, and of its financial performance and its
cash flows for the year then ended in accordance with Accounting Standards for Business Enterprises
and the ‘Accounting System for Business Enterprises’.

Shanghai Gong Zheng Chinese CPA Fei Minggi
Certified Public Accountants Co., Ltd. Chinese CPA Wang ZhiQiang
Shanghai, China 2017.115
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The € an: STIKA KRITIS FAREAST LTD., SHANGHAI SAN-HUA FILM PLANT and

SHAN 0., LTD FOR FOREIGN ECONOMIC AND TECHNICAL COOPERATION with the
register 000. Its authorities are Shanghai Industry & Commerce Administration Bureau as well as

Shanghai Fina ation Bureau Fenxian Branch.

On 23 March 2001, approved by Shanghai Municipal Government, the Company obtained the approval certificate. On 29
March 2001, it obtained the QHHZNO.028388 Business License of the People’s Republic of China issued by State
Industry & Commerce Administration Bureau.

The Company’s operating period is 50 years. The relative Business Scope are manufacturing of agriculture greenhouse

film, multifunctional film for other application, geomenbrance, pipe and master batch and sale of self-made products.

II. Basis of preparation for financial statements
The Company is on the basis of continuous operations and the financial statements are prepared on the basis of
"Accounting Standards for Enterprises- Basic Standard" and various other accounting standards and other

relevant provisions for the recognition and measurement in accordance with the actual transactions and events.

III. The declaration about compliance with the accounting standards for enterprises
The Company follows the requirements of enterprise accounting standards in preparing financial statements, which
authentically and completely reflects the financial status, operation result, cash flow and related information of the

Company.

IV. Significant Accounting Policies and Estimate Accounting Year

From Jan 1st to Dec 31st on the Gregorian calendar.

a) Recording Currency
The bookkeeping currency of The Company is the Renminbi (RMB).

b) Basis of Accounting and Principle of Measurement
The Company has adopted the accrual basis of accounting and uses the historical cost convention as the principle of
measurement except some financial instruments are measured by fair value. If there is any subsequent impairment

loss, provision for decline in value should be made in accordance with appropriate standards.

¢) The Standard of Recognizing the Cash and Cash Equivalents
The cash listed in the statement of cash flows is cash on hand, bank deposits which can be used at any time to pay and
other monetary funds. Cash equivalents are held short-term, highly liquid investments that are readily convertible to a
known small amount of cash, the risk of changes in value of investments. (Short-term measured from the date of

purchase within 3 months)

|
|
|
I




Translation for Reference Only

d} Accounting Method of Foreign Currency Transaction
Transactions denominated in foreign currencies are translated into RMB by the sight rate {mid-exchange rate quoted
by People’s Bank of China) on the transaction day. Foreign monetary item denominaied in foreign currencies at the
balance sheet date are translated into RMB at the exchange rates at sight. Except other regulations form “Accounting
Standards for Business Enterprises”, exchange differences from the sight rate on the balance sheet date and sight rate

confirmed on the date before are booked into corrent profit and loss,

e} Accounting Method For Provision of Account Receivables Impairment

a. Judgment and standard for making the provision of accounts receivable with single big amount: ¢closing balance
of single amount exceeds RMB 100,000 with 3-year aging account (inclusive). Impairment provision is made
by 100% of the amount.

b. Reasons and method for making the provision of account receivable not with single big amount: closing balance
of single amount does not exceed RMB 100,000 and over 3-year aging account (exclusive). Impairment
provision is made by 100% of the amount.

c. Standards and method for making the provision by group of accounts receivable: the provision is based on aging
analysis basis. When the aging is over 3 year, the provision is made by 100% of the amount. When the aging is

less than 3 years, the provision of account receivable is RMB zero.

f) Fixed Assets
a. Confirmed condition for fixed assets: Fixed assets are tangible assets related to manufacturing goods and going
concern, for use of at least above one year and value per unit is over RMB 2,000.

b. Categories and depreciation year of fixed assets.

Depreciation period

Items Net residual value ration { % )
(Year)

Building and structure 20 10%

Machinery 10 0%. 10%

Transportation equipment 5 0%. 10%

Other equipment 5 0% . 10%

Land use right 50

Annual check is made to the estimated life of use, estimated net residual value and method of depreciation at
the end of each report year and necessary adjustment is made as changes in accounting estimates.

c. Measurement of fixed assets: fixed assets are recorded initially at actual cost on acquisition. Subsequent
expenditure related to fixed assets, when related economic benefits will most probably flow in the Company
and related cost can be reliably valued, are accounted into fixed assets cost; for the replaced part, related book
value ceases confirmation; all other follow-up expenses are booked into current profit and loss.

d. Provision for impairment of fixed assets: When fixed assets indicated of implement as of the end of the term

requires being performed impairment test. If the impairment test results show the recoverable amount of the
2
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asset is below the carrying value, then the difference shall raise the depreciation preparation and account into
the impairment loss. If the recoverable amount is higher of an asset’s fair value less costs to sell and the present
value of the estimated future cash flow expected to be derived from the asset. Depreciation of fixed assets

should be rebooked after the provision of impairment of fixed assets is made.

g) Employee Remuneration

a.

Content of employee remuneration: employee’s remuneration consists of short-term employee remuneration,
post-employment benefits, termination benefit and other long-term employee remuneration.
Short-term employee remuneration include wages, bonuses, allowances and subsidies, employee benefits,
social insurance and housing fund, trade union funds and employee education funds, short-term compensated
absences, short-term profit distributed plan, non-monetary benefit and other short-term employee

remuneration.

Post-employment benefits consists pension and various remuneration and benefit offered after retirement and
he labor contract expires.

Termination benefit includes the compensation which the company decided offer to relieve the labor contract
before labor contract expires or to encourage employees to accept voluntary redundancy compensation.

Other long-term employee remuneration consists of all employee remuneration including long-term
compensated absences, long-term disable benefit and long-term profit-sharing plan except short-term

employee remuneration, post-employment benefits and termination benefit.

b. Recognition principle and accounting treatment for short-term employee remuneration and termination benefit:

during the accounting period when an employee has rendered service to the Company, the Company
recognized the amount of short-term employee benefit as a liability and booked into current profit and loss and
the cost of relevant assets. The employee remuneration booked at fair value if it is non-monetary benefit.

The Company shall pay the medical insurance, work-related injure insurance, maternity insurance, house
funding and other social security contributions; and other trade union funds and employee education funds
provided according to the Company’s policy. During the accounting period, the amount of employee
remuneration shall be booked according to the amount basis and ratio in order to confirm the Hability. The
amount should be booked into current profit and loss or cost of related assets.

The liability of employee remuneration recognized accrued by termination benefit for the plan of relieving the
labor contact and redundancy suggestion cannot reverse by the Group only. Cost or expense, which is

confirmed earlier, related to organize the termination benefit shall be booked into current profit and loss.

h) Revenue

a. Revenue from rending of the service should be recognized when all of the following conditions have been

satisfied:
i.  Amounts of revenue should be measured reliably.
ii. Relevant economic benefit is likely to flow into the enterprise.

iii. Relevant costs incurred or to be incurred can be measured in a reliable way

3
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Revenue from rending of the service should be reliable measured and recognized by using the method of
percentage completion when all of the following conditions have been satisfied:
L. Amounts of revenue should be measured reliably.

ii.  Relevant costs incurred or to be incurred can be measured in a reliable way

1) Deferred Income Tax Assets And Liabilities
a. Scope and basic approach of deferred income tax assets and liabilities
The company confirmed deferred income tax assets and deferred income tax liabilities by the difference
between the taxable base and the book value, and temporary difference between taxable base and the book
value of the items authorized by tax law to confirm the value. The deferred income tax assets and liabilities are
confirmed by debt method based on balance sheet. Except some special issues which are not published in
“Accounting Standard for Business Enterprise”.
b. Measurement of deferred income tax assets and liabilities
At the balance sheet date, deferred tax assets and liabilities is measure by the applicable tax rate during the
period of expected to collect the related asset or to pay off the liabilities.
At the balance sheet date, the Company reviews the carrying value of the deferred tax assets. Future periods
may be unable to obtain sufficient taxable income to the interests of the deduction of deferred income tax assets,
write-down the carrying value of deferred income tax assets. Is likely to get a sufficient amount of taxable
income, the reduced amount should be reversed,
V. Major changes in accounting policies, accounting estimates, significant accounting errors in the prior periods
and other adjusting events: None
VI Tax
Categories of taxes and relative tax rate
Items taxation basis rate
VAT Assessable sales revenue 17%,13%,export sales are free
Urban construction tax Flow tax 1%
Educational fee Flow tax 3%
Local educational fee Flow tax 2%
River course management fee Flow tax 1%
Income tax Taxable income 25%
VII. Explanation of Some Important Items
1. Cash On Hand And Cash In Bank
Item Closing Balance Opening Balance
Cash on hand 20,349.48 30,501.05
Cash in Bank 45,021,746.47 27,173,524.99
Other cash and cash equivalents 90,901,500.00 58,702,000.00
Total 135,943,595.95 85.906.026.04




2. Notes receivable

Translation for Reference Only

Items

Ending balance

Beginning b.alance_w

]E?:anker‘s acceptance bill

1,000,00000 | 11,847,313.00_
Total 1,000.,000.00 | 11,847.313.00
3. Interest Receivable
Items Endir_llg balance _Eiggilmixlg balance
"‘.-;Iqluterest of fixed term deposit V 145,26%‘.‘76 ] 24,638.75”7“
— Total 145,267.76 124,638.75

4. Account Receivable

Aging Closing Balance Bad-debt Provision
Below one year(including one year) 32,400,447 .45

Total 32,400,447 .45

Aging Opening Balance Bad-debt Provision

Below one year(including one year)

33,966,781.07

Total

33,966,781.07

5. Advances to suppliers

Items Ending balance Beginning balance
Below one year(including one 3,583,766.11 5,387,605.43
Below two year(including two
year)

Total 3,583,766.11 5,387,605.43

6. Other Receivable

Aging

Closing Balance

Bad-debt Provision

Below one year(including one year) 740,595.58
Below two year(including two year) 265,325.00
Below three year(including three year) 5,800.00
Over three years 21,800.00
Total 1,033,520.58
Aging ; Opening Balance Bad-debt Provision
Below one year(including one year) 1,156,850.74
Below two year(including two year)
Below three year(including three year) 158,425.00
Total 1,315,275.74




7. Inventory:

Translation for Reference Only

Item

Raw materials

Ending balance

Amount

Provision for

obsolete stocks

©52,809,147.89

Beginning balance

Amount

41,880,313.21

Provision for

obsolete stocks

Goods in stock 14,122,368.91 8,684,034.71

" Package materials 1819,941.01 612,289.12
Low value consumaﬁales 1,897,288.&.5 l_?80.5ll,§60.58
Materials in outside processing 4,051,911.02 2,3 34,815.89

Total 73,700,657.68 55,317,413.51

8. Fixed Assets

(1) Total original book value

Items Opening Balance Increase Decrease Closing Balance
Building and structure 23,855,954.90 2,150,309.83 21,705,645.07
Machinery 105,076,812.78 3,300,547.36 338,470.94 108,038,889.20
Transportation equipment 3,855,359.66 32,051.28 3,887,410.94
Other equipment 4,140,194.29 122,354.68 112,820.52 4,149,728.45
Land use right 5,716,174.52 5,716,174.52
Total 142,644,496.15 3,454,953.32 2,601,601.29 143,497,848.18
(2) Total accumulated depreciation
Items Opening Balance Increase Decrease Closing Balance
Building and structure 12,009,601.96 1,032,711.38 1,237,226.94 11,805,086.40
Machinery 60,269,023.15 6,107,987.56 144,052.08 66,232,958.63
Transportation equipment 2,741,980.82 392,676.39 3,134,657.21
Other equipment 3,203,806.72 356,104.51 101,538.47 3,458,372.76
Land use right 1,518,358.23 119,086.92 1,637,445.15
Total 79,742,770.88 8,008,566.76 1,482,817.49 86,268,520.15
9. Construction in progress
Items Opening Balance Increase Decrease Closing Balance
Building and structure 563,939.61 300,203.77 - 864,143.38
office equipment - 65,089.72 65,089.72 -
Machinery - 4,009,711.46 3,332,598.64 677,112.82
Transportation equipment - - - -
laboratory equipment - 57,264.96 57,264.96 -
Other equipment - = - -
Total 563,939.61 4.432,269.91 3,454,953.32 1,541,256.20




10. Intangible assets:

Translation for Reference Only

Items Opening Balance Increase Decrease Closing Balance
Software 247,066.69 - 131,468.72 115,597.97
Total 247,066.69 . 131,468.72 115,597.97
11. Accounts Payable
Items Ending balance Beginning balance
Below one year(including one year) 18,043,191.01 16,379,733.6;
Below two year(including two year)
Below three year(including three year)
Total 18,043,191.01 16,379,733.62
12. Advances from customers
Items Ending balance Beginning balance
Below one year(including one year) 3,366,925.75 3,691,960.31
Below two year{including two year)
Total 3,366,925.75 3,6591,960.31
13, Other payable
Ttems Ending balance Beginning balance
Below one year(including one year) 3,654,823.61 3,664,021.33
Below two year(including two year)
Below three year(including three year)
Total 3,654,823.61 3,664,021.33
14. Wage and salary Payable
Items Opening Increase Decrease Closing Balance
Balance
1. Wages, bonuses, allowances
and subfidies for the employees 13,200,791.65 13,200,751.65
2. Welfare expense of employee 1,559,421.90 1,559,421.90
3. Social insurance 4,046,768.20 4,046,768.20
(1) medical insurance 1,063,276.38 1,063,276.38
(2) Basic old-age insurance 2,212,788.48 2,212,788.48
premiums
(3) Unemployment insurance 105,188.83 105,188.83
.( 4 ) Wo‘rk-related injury 79,683.69 79,683.69
insurance premiums
( 5 ) Childbirth insurance
' 39,841.83 39,841.83
premivins
{6) housing fund 545,988.99 545,988.99
4. labour union expenditure 210,881.82 210,881.82
5. Personnel education fund 196,388.27 196,388.27
Total 19,214,251.84 19,214,251.84




Translation for Refere_n

15. Taxes Payable

Items Opening Balance Should be paid Actually Paid Closiné, balance
VAT -§57,292.30 41,934,302.49 ar07701019 0 g
Unpaid VAT 0 968,449.39 850,238.81 N Mil‘SZéib;g
Income tax 10,525,092.96 23,625750.90 | 2085053117 13.300212.69
Construction tax 0 9,684.49 8,502.39 “ IV,IQS:’zﬁlOw
Withholding Income Tax 44,325.67 44.325.67 o
Education fee 0 29,053.49 25,507.16 3,54633
Local education fee 0 15,369.00 17,004.78 2,364.22 7‘
River-management fee 0 6,684.49 8,502.39 1,182.10
VAT of simple impose 3,055.00 3,059.00 0
e e I .

Total 9,716,085.33 66,596,508.38 62,885,895.69 13,426,698.02

16. Paid-in capital

Increased | Decreased

Beginning . . .
bl in the in the Ending balance
alance
Stockholders period period
Amount Rate Amount Rate

shanghai light industry co.,ltd for
foreign economic EUR 500,000 5% EUR 500,000 5%
& technicalco-operation

PLASTIKA KRITIS FAR EAST

EUR 7,500,000 75% EUR 7,500,000 75%
LTD
Shanghai New Sanhua Film
Co.,Ltd.
. . EUR 2,000,000 20% EUR 2,000,000 20%
(Criginal name: Shanghai
Sanhua Co.,ltd)
Total EUR 10,000,000 | 100% EUR 10,000,000 | 100%

Verification and affirmation of paid-in capital has been from Jingrongyanzi(2002) NO.602capital verification report

which has been issued by Shanghai Jingrong CPAs
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17. Surplus Reserves

Translation for Reference Only

Item Opening balance Increase Decrease Closing balance
Reserve fund 20,975,288.93 7,007,581.48 27,982 870.41
Total 20,975,288.93 7.007,581.48 27.982,870.41

18. Undistributed profit
Ttem Current amount Opening balance

Undistributed profit at beginning 129,678,122.64 100,283,623.19
Increase 70,075,814.83 51,549.,443.83
Of which: transferred from net profit 70,075,814.83 51,549,443 83
Decrease 33,007,581.48 22,154,944 .38
Of which: surplus reserves 7,007.581.48 5,154,944 38
Distribution to owner 26,000,000.00 17,000,060.00
Closing balance 166,746,355.99 129,678,122.64

19. Income and Cost from Principal Operations

Ttem Sales of current year Costs of Current year | Sales of Last year Costs of Last year
Domestic sales 469,252,250.24 351,068,964.46 424,111,299.77 331,522,519.66
Export sales 6,968.,614.16 9,513,609.21 4,895,921.19 5,607,946.43
Total 476,220,864.40 360,582,573.67 429,007,220.96 337,130,466.09

20. Selling expenses. Management Fees. Finance expenses
Ttem current year Last year

Subtotal of selling expenses 13,376,917.55 14,543,101.08
Among which: Salary 1,681,672.23 1,435,224.28
Social expenses 377,151.60 363,378.91
Travel expense 492,558.92 504,511.84
Transportation fees 5,281,190.31 5,146,116.59
Packing charges 1,802,988.39 1,937,810.39
Advertising and promotion expenses 440,919.33 329,951.69
Entertainment expenses 87,533.53 496,265.20
Subtotal of Management Fees 14,013,062.67 13,187,984.11

Among which: Salary

2,886,861.62

2,867,188.19

Depreciation expense 811,630.03 887,075.39
Social expenses 783,339.03 786,277.93
Wellare expense 770,477.33 818,143.46
Travel expense 289,644.55 338,788.10
Entertainment expenses 146,249.00 198,798.70
Amortization of assets 131,468.72 132,898.89
loss on bad debts 4,263.44 103,570.51
Technical service fee 2,381,909.10 2,236,747.50
Consulting fee 366,974.33 475,126.63
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Employee labor union dues 210,881.82 208,329.99
Financial Expenses: -5,364,860.71 -2,999.421.29
Bank charges 544,654.53 441,577.62
Interest expenses
interest income -480,351.44 -708,923.43
exchange gains -5,429.163.80 -2,732,075.48
21. Other operating income
Items Current year Prior year
Gain from Disposing Non-current Assets 0 56,772.08
Government subsidy 1,164,800.00 1,831,200.00
Other 17,402.09 527,123.20
Total 1,182,202.09 2,415,095.28
Among which: Details of Government subsidy
{tems Current year Prior year Remark
Subsidy from Fengxian District Shanghai 1,831,200.00
Subsidy from Shanghai comprehensive
industr?al devel()pmengt zone ’ 1,164,800.00
Total 1,164,800.00 1,831,200.00 —_—
22. Other operating expense
Items Current year Prior year
xilfm Disposing Nom-current 954,816.11 186,262.00
Other 6,200.00 0
fines 45,000.00 0
charitable donation 20,000.00 0
Total 1,026,016.11 186,262.00
23. Income tax
Items Current year
Income before tax 93,701,565.73
Sub-total of increased amount for adjustment: 1,500,568.50
In which: Entertainment fee has been overpﬁid 93,513.01
Loss of bad debts 4,263.44
Business tax and surcharges and income tax which should be
paid by foreign side. 235,807.56
Accrued expenses 16G,968.38
The rent penalty due to breach of contract which has no invoice 6,200.00
Loss from Disposing Fixed Assets 954,816.11
Environmental fines 45,000.00

10
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Sub-total of decreased amount for adjustment 699,130.63
_ Inwhich: Decrease amount of other payable-accrued expenses 699,130.63

Adjusted taxable income 94,503,003.60

Inconie tax rate by half 25%

Taxation expenses 23,625,750.90
~-~-——--}~I~us: Liquidation income tax payment of last year 0
‘% Otilel‘S

Income tax of the year 23,625,750.90

VIII. Relations and Transactions with Related Parties
1. Related Parties:
Name Of Related Parties Address Nature of Share Proportion
PLAS KRITIS FAR Registered office at 28th October Street No Related
elate
EAST?’?A 2, Dhali Industrial Zone Dhali Nicosia a . 75%
D 2540 Cyprus enterprises
PLASTIKA KRITIS S.A. Street P, Industrial Area Iraklion Crete Relatf:d
Postcode 714 08 enterprises
o
ali Industrial Zone icosia
TECHNOLOGIES LTD ’ ’ ’ terpri
0 Cyprus, VAT 10106932H enierprses
AGRIPOLYANE S.A.S.U. ,
Z.1. Du Clos Marquet Related
42408 Saint Chamond France enterprises
Romeolor 2000 5.4 ROMANIA, ILFOV, COPACENTI, INTR Related
SALCAMULUINR 1, 077006 enterprises
ZAO GLOBAL COLORS | ;eated in Saint-Petersburg, Related
Kolpino Town, [zhora Plaat, plot 1 enterprises

2. The amounts of the affiliated party transactions and dealings.

Name Of Related Parties

Items

current year

Last year

Plastika Kritis Far East LTD

Dividend payments

CNY 19,500,000.00

CNY 12,750,000.00

Plastika Kritis S.A Purchasing goods USD 6,341,469.97 USI> 5,079,126.00
Plastika Kritis S.A Purchasing goods EUR 20,122.00 EUR 46,520.00
Plastika Kritis S.A Selling goods USD 304,153.27 USD 633,347.21
Plastika Kritis S.A Selling goods EUR 2,638.65

Plastika Kritis S.A Selling equipment USD 21,950.00

Plastika Kritis S.A Maintenance service EUR 113,338.00 EUR 3,620.00
Romeolor2000S.4 | 08 SNt & | e 17 141,95

accessories

11
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Rainbow Technologies LTD | Technical Service fee USD 360,000.00 USD 360,000.00
__AGRIPOLYANE S.A.S.U. Selling goods EUR 1633275 .
AGRIPOLYANE S.A.5.U. | Purchasing goods USD 220,336.33

3. Amounts of balance of related parties

Name Of Related Parties Items Closing balance
Plastika Kritis sa Account Receivable USD 36,053.60
EUR 2,638.65
Plastika Kritis sa Account Receivable USD 192,374.19
EUR 8,400.00

Contingent item: no

Commitment matters

Events after the balance sheet date

. Disclosure of other important matters: no

*The reader is advised that this notes has been prepared originally in Chinese, the English version is a translation. In
the event of a conflict between the English version and the original Chinese version or difference in interpretation between

the versions of the notes, the Chinese language notes shall prevail.
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Amount
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\VA-/\ fncome befo\r;g’Eﬁx f

93,701,565.73
) 5 7 \S’Mfﬁaﬁsed amount for adjustment 1,500,568.50
Wﬁent fee has been overpaid 93,513.01
l()2).Bus.ines:?j tax and surcharges and income tax which should be paid 235.807.56
y foreign side.
(3).Loss of bad debts 4,263.44
(4).Increase of provisional estimate export freight cost 160,968.38
(5).The rent penalty due to breach of contract which has no invoice 6,200.00
(6).Loss from Disposing Fixed Assets 954,816.11
(7).Environmental fines 45,000.00
3 Sub-total of decreased amount for adjustment 699,130.63
(1).Decrease amount of other payable-accrued expenses 699,130.63

4 Adjusted taxable income 94,503,003.60
Income tax rate by half 25.00%
Taxation expenses 23,625,750.90







