[image: image1.jpg]EEEEEEEEEEEEE



Summary of Annual Report 2024|http://www.hengfengpaper.com/en/


MUDANJIANG HENGFENG PAPER CO., LTD

SUMMARY OF ANNUAL REPORT 2024
1  Important note
1.1 Summary of this annual report is from the full text of the annual report. In order to fully understand the operating results, financial position and future development plans of the Company, investors should go to www.sse.com.cn website to read the full text of the annual report carefully.

1.2 All the directors of the company attend the board meeting.

1.3 TIANJIAN Certified Public Accountants (Special General Partnership) issued an audit report with no qualified opinion for the Company.

1.4 Li Yingchun, the person in charge of the company, Zhang Jiajing, the person in charge of accounting work and Song Yang, the person in charge of the accounting institution (accounting supervisor) declare that they guarantee the truthfulness, accuracy and completeness of the financial report in the annual report.

1.5 The profit distribution plan or capital reserve conversion plan approved by the board of directors in this reporting period

The company plans to distribute a cash dividend of RMB 0.12 per share (tax included) to all shareholders. As of December 31,2024, the company's total share capital is 298,731,378 shares, resulting in a total proposed cash dividend of RMB 35,847,765.36 (tax included). In 2024, the company reported a net profit attributable to listed company shareholders of RMB 115,819,658.61, with the total cash dividends for the year accounting for 30.95%.

2 Corporate information

2.1 Company profile

	Stock abbreviation
	Hengfeng Paper
	Stock Code
	600356

	Stock Exchange
	Shanghai Stock Exchange
	Stock Classes 
	A

	
	
	

	Contact information
	Secretary of the board
	Stock transaction representative

	Name
	Liu Xinhuan 
	 Wei Kun

	Phone
	+86-0453-6886668
	+86-0453-6886668

	E-mail
	sh356@hengfengpaper.com
	sh356@hengfengpaper.com

	Business address
	11 Hengfeng Road, Yangming District, Mudanjiang City, Heilongjiang Province


2.2 Brief introduction of the company's main business during the reporting period

In 2024, China's paper production reached 158 million tons, marking an 8.6% increase year-on-year and surpassing the 150 million ton threshold for the first time, setting a new historical record. This achievement marks the early completion of the industry's '14th Five-Year Plan' and its medium-to long-term development goals, which set a target of reaching 140 million tons by 2025. The annual consumption is expected to reach 137 million tons, up 3.7% year-on-year, with production growth outpacing consumption growth. In terms of specific product categories, demand for packaging paper and household paper remains stable, while cultural paper faces significant transformation pressures. Amidst a 'moderate recovery,' the paper industry faces three major challenges: capacity digestion, cost volatility, and environmental pressure. However, it also sees opportunities for green transformation, technological upgrades, and global expansion. Firstly, 2024 marks the end of a new round of production expansion, with new capacity mainly concentrated in the packaging paper and specialty paper sectors. As this capacity is gradually released, competition is expected to intensify. However, as new capacity growth slows, some paper types are nearing supply-demand turning points, and industry profitability is expected to gradually recover. Secondly, due to maintenance and strikes at foreign pulp mills, the price of softwood pulp increased by 9.4% year-on-year in 2024, while hardwood pulp decreased by 8.53%. Given that raw material fluctuations dominate industry profitability, leading companies are enhancing their risk resistance through integrated forest-pulp-paper layouts. Thirdly, the green transformation has accelerated industry restructuring, with stricter water discharge standards and cleaner production requirements forcing companies to phase out outdated capacity. Moving forward, green, intelligent, and internationalization will be key directions for industry breakthroughs, while also addressing the challenges posed by raw material fluctuations and environmental policies. 

The company is the cigarette auxiliary material production base determined by China National Tobacco Corporation. It was listed in Shanghai Stock Exchange in 2001. It is one of the first key high-tech enterprises in the paper industry recognized by the Ministry of Science and Technology and the Chinese Academy of Sciences. In 2023, the company was again recognized as a national high-tech enterprise.

2.2.1 Company's main business
The company, with over 70 years of history and expertise in the research and development of special paper, is dedicated to the development of safe and environmentally friendly specialty products. Its core business involves the production and sales of special paper and pulp. Special paper is categorized into four main types: tobacco industry paper, mechanical gloss paper, thin printing paper, and other production and living paper. The company's main products include tobacco industry paper, printing industry paper, medical and health care paper, and food contact paper. The company also produces special pulps such as jute pulp, hemp pulp, and flax pulp.

2.2.2  Main products

Tobacco industry paper is the main product of the company, suitable for traditional tobacco and new tobacco. It includes cigarette paper, filter forming paper, cigarette bonding paper base paper and new tobacco paper and other series products. 

Cigarette paper is a specialized material used to wrap tobacco into cigarettes, primarily divided into two categories: machine-made and hand-rolled cigarette paper. Machine-made cigarette paper comes in various forms, such as regular ribbed, checkered, and colored, and is made from different fiber sources like all-maize, mixed-maize, and wood pulp. It offers a wide range of functional features, including reduced tar and harm, moisture retention and fragrance enhancement, and enhanced ash resistance, with over a hundred varieties available. In 2024, the company's total domestic and international cigarette paper sales exceeded 49,000 tons, maintaining its global leadership. Hand-rolled cigarette paper is used for manually wrapping tobacco to create hand-rolled cigarettes. This product is characterized by its low weight, softness, novel appearance, ultra-thin, and slow-burning properties. It includes a variety of roll papers and coated board papers, such as transparent or grayed, bleached or natural, wood pulp or hemp pulp, ribbed or watermark patterns, and colored series, mainly sold to brand customers for the production of hand-rolled cigarette paper books and Cone tobacco tubes. 

Filter rod forming paper is a specialized material used for processing cigarette filter rods, specifically for the filter material of cigarette roll wrapping. It includes a range of products such as ordinary filter rod forming paper, high air permeability filter rod forming paper, high basis weight hard forming paper, grooved filter rod forming paper, composite filter rod forming paper, and paper mouthpiece base paper that can replace cellulose filament filter materials. The domestic market coverage of filter rod forming paper reaches 100%, and the company's products can meet the design requirements of different mouthpiece structures, endowing the mouthpieces with additional functions and achieving brand differentiation. The product quality meets the safety standards for cigarette materials, satisfies the demand for harm reduction and tar reduction in cigarettes, and provides users with a comfortable sensory experience.

The base paper for cigarette tipping paper is the original material, which, after printing or coating, serves as the material for rolling filter rods and cigarettes. The company's products are known for their high smoothness, high gloss, strong printability, vibrant and full colors, and clear reproduction of images and text. The paper is soft and fine, with a strong and attractive edge, stable dimensions, minimal wet deformation, and the ability to meet the requirements for over five-color printing. The absorbency on both sides can be adjusted according to customer needs. The product range includes ordinary cigarette tipping paper, flame-retardant cigarette tipping paper, naturally breathable cigarette tipping paper, anti-smoke cigarette tipping paper, highly opaque cigarette tipping paper, and transfer cigarette tipping paper, among other series.

In recent years, the company has focused on developing and cultivating new tobacco paper. This is due to the unique performance and processing methods of these products, which differ significantly from traditional cigarettes, leading to significant differences in the accompanying paper materials. The company's current product development includes specialized sheet base paper, sealing paper, anti-permeation forming paper, RRP forming paper, spiral hollow tube paper, HNB joining paper, and HNB cigarette paper, among other types of paper for new tobacco products. Depending on their specific applications, these papers can be designed with features such as high absorbency, thermal conductivity, flame retardancy, and anti-permeation properties. Moving forward, the company plans to enhance its collaboration with domestic Chinese Tobacco Corporation (CTC) companies and international tobacco companies to promote innovation and development in new tobacco technology, thereby meeting market demands.

The printing industry primarily uses paper for offset printing. The company specializes in developing high-quality, lightweight substrates for printing, with its thin printing paper being the preferred choice for religious publications and reference books. This paper is known for its fine texture, high opacity, excellent printability, and superior print quality. The original paper for drug instructions, after printing, folding, or binding, is processed into drug instructions. The company's products excel in smoothness, printability, print quality, and formability, making them ideal for complex folding processes and mechanical processing. The paper has a uniform texture and meets FDA and RoHS standards.

Medical and health care paper serves as a disposable medical consumable and a base material for medical packaging. With advancements in medical technology and the growing health awareness among residents, the variety and application of medical and health care paper have seen significant growth. Moxibustion paper is used to wrap moxa wool to make moxa sticks. The range of moxibustion paper products is comprehensive, with unique features that make them highly favored in the market. The innovative, smoke-free, and environmentally friendly moxibustion paper, which has independent intellectual property rights, leads the industry in China. Medical moisture-absorbing paper tips are specialized materials used to produce dental moisture-absorbing paper tips. These products are characterized by rapid liquid absorption, high liquid capacity, smooth surface, and excellent gloss.

The primary products used for food ingredients contact paper and other fields are industrial special papers, which have seen a rapid increase in market demand recently. Hengfeng focuses on policies such as 'replacing plastic with paper' and the 'green circular economy concept,' leveraging its expertise in thin paper production and the diversity of machine structures to innovate and expand into high-value-added products. Among these, the company primarily produces composite aluminum and transfer aluminum series products. In 2024, the sales volume of aluminum foil liner paper reached 46,000 tons, known for its fine and smooth surface, high strength, suitability for printing, and excellent packaging performance. These products are mainly used in the packaging of cigarettes, food, candies, and beverages.

Sustainability and responsibility are integral parts of Hengfeng Paper Industry. The company is actively developing and producing environmentally friendly liner paper to achieve its dual carbon goals, seeking sustainable, biodegradable, recyclable, and reusable solutions. Additionally, the company has focused on developing new specialty papers, including food-grade silicon-coated paper, melamine decorative paper, lamination paper, straw paper, straw packaging paper, low-weight thermal transfer paper, oil-absorbent paper, and paper thread. These products have gained customer recognition, with several achieving domestic leading quality through technological innovation and securing independent intellectual property rights.

2.2.3 Business model of the company

The company prioritizes efficiency and plans a diversified regional layout, focusing on the development strategies of technology, intelligence, and green. By expanding its scale, the company aims to boost efficiency and focus on key areas. The company has 22 papermaking production lines with an annual capacity of 270,000 tons. It also has specialized production lines for printing machines, laminators, coating superpresses, and chlorine-free bleaching hemp pulp, which can fully meet personalized product demands and enhance control and influence over downstream and end markets. Moving forward, the company will adhere to the business philosophy of "Enduring Enterprise, Integrity for Prosperity" laying a solid foundation for sustainable development and promoting high-quality growth.

3   Financial Highlights
     Main financial data     Currency：RMB/CNY(yuan)
	Item
	2024
	2023
	Change(%)
	2022

	Total assets
	3,472,618,236.40
	3,167,036,857.51
	9.65
	3,059,656,214.62

	Operation revenue
	2,773,511,423.67
	2,648,082,600.07
	4.74
	2,455,948,158.37

	Net profit attributable to shareholders of the listing Corporation 
	115,819,658.61
	136,156,369.62
	-14.94
	128,920,271.32

	Net profit attributable to shareholders of the listing Corporation after deducting non recurring gains and losses 
	121,113,950.34
	116,225,234.32
	4.21
	118,585,029.31

	Net assets attributable to shareholders of the listing Corporation 
	2,573,211,898.28
	2,498,258,694.14
	3.00
	2,400,924,717.04

	Net cash flows from operating activities
	233,091,591.69
	195,731,812.29
	19.09
	239,815,592.11

	Net Income per Share-Basic(Yuan/share)
	4.57
	5.56
	-15.22
	0.43

	Net Income per Share-Diluted(Yuan/share)
	0.39
	0.46
	-15.22
	0.43

	Weighted Average rate of return on net assets (%)
	0.39
	0.46
	-0.99
	5.45


4   The main financial indicators( Quarter)

  Currency：RMB/CNY(yuan)
	Item
	First quarter
	Second quarter
	Third quarter
	 Fourth quarter

	Operation revenue
	531,727,580.77
	668,233,336.81
	718,314,523.73
	855,235,982.36

	Net assets attributable to shareholders of the listing Corporation 
	22,148,763.71
	34,007,850.67
	53,878,892.84
	5,784,151.39

	Net profit attributable to shareholders of the listing Corporation after deducting non recurring gains and losses 
	19,404,044.93
	24,031,180.26
	52,198,891.91
	25,479,833.24

	Net cash flows from operating activities 
	27,115,491.04
	47,257,794.67
	172,229,311.98
	-13,511,006.00


Statement of variances between quarterly data and disclosed periodic report data

A    √ N/A

5  Share capital and shareholders

5.1 Top 10 of the Shareholders 

Unit：Share

	Designation of shareholders
	Number of holding
	Shareholding

ratio(%)
	Change

(amount)

	Mudanjiang Hengfeng paper group
	89,423,083
	29.93
	0

	Mudanjiang Hengfeng Paper Co., Ltd.-Phase I employee shareholding Scheme
	8,153,940
	2.73
	0

	Dong Yanming 
	6,295,000
	2.11
	315,000

	Yue Hongyun
	2,000,000
	0.67
	-30,000

	Mao Changshan
	1,664,800
	0.56
	139,800

	Cai Yongchao
	1,611,000
	0.54
	139,600

	Yu Hongtao
	1,415,089
	0.47
	328,900

	Zhang Liguo
	1,404,500
	0.47
	56,600

	Luo Kunrong
	1,390,801
	0.47
	1,089,100

	Huan Bing
	1,350,000
	0.45
	1,350,000


5.2 Property relations between the company and controlling shareholder

 √ A   N/A


6   Material particulars 

The company shall, in accordance with the principle of materiality, disclose the major changes in the company's business during the reporting period, as well as the events that have a significant impact on the company's business during the reporting period and are expected to have a significant impact in the future.

In 2024, the company achieved a revenue of 277,351.14 million yuan, marking a 4.74% increase from the same period last year. The operating costs were 227,933.75 million yuan, up 4.19% from the same period last year. This improvement was mainly due to the optimized structure of domestic trade, international trade, and new product trade, as well as the utilization rate of production capacity reaching an advanced historical level. The total profit was 17,221.67 million yuan, up 0.72% from the same period last year. This growth was attributed to the combined efforts of these three markets, which have been optimized, leading to record-high sales of operating paper.

6.2 If there is a risk warning of delisting or termination of listing after the disclosure of the company's annual report, the reasons for the risk warning of delisting or termination of listing shall be disclosed.

A    √ N/A
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