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MUDANJIANG HENGFENG PAPER CO., LTD

SUMMARY OF ANNUAL REPORT 2025
1  Important note
1.1 This annual report summary is excerpted from the full annual report. For a comprehensive understanding of the company's operational performance, financial condition, and future development plans, investors are advised to review the full annual report on the website www.sse.com.cn.

1.2 The Board of Directors, directors, and senior management of the Company guarantee the authenticity, accuracy, and completeness of the annual report, ensuring that there are no false records, misleading statements, or material omissions, and assume both individual and joint legal liability.

1.3 Details of the absent directors:

	Director who did not attend the meeting
	Name of the director who did not attend
	Explanation for the absence of directors
	Name of the Principal

	Director
	Enshuang Li 
	Work-related reason
	Dequan Liang 


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

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

The company intends to distribute a cash dividend of RMB 0.19 per share (tax inclusive) to all shareholders. As of March 31,2026, the company's total share capital was 329,536,504 shares, based on which the total proposed cash dividend amounts to RMB 62,611,935.76 (tax inclusive). For the year 2025, the company achieved a net profit attributable to shareholders of the listed company of RMB 197,723,106.35, with the total cash dividend distribution accounting for 31.67% of the annual profit.

As of the reporting period end, the parent company had unbalanced losses and their impact on matters such as corporate dividends.

A    √ N/A

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
	Xinhuan Liu 
	 Kun Wei 

	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 2025, the industry faces complex and volatile domestic and international environments, weakening global market demand, prominent structural and phased overcapacity in certain products, intensified market competition, and rising costs. China's mechanical paper production reached 164.05 million tons, setting a historical record, while consumption peaked at 136.34 million tons in 2024 before showing a slight decline. Overall, the year-on-year growth rates of both production and consumption exhibited fluctuations, with a positive growth trend.

From a sectoral perspective, China's specialty paper industry is transitioning from a phase of "scale expansion" to one of "quality enhancement," with accelerated import substitution of high-end products. Food packaging paper has maintained robust growth driven by plastic restriction policies, consumption upgrades, and export growth, while price competition in decorative base paper has eased, leading to overall stabilization under pressure. Medical/dialysis paper exhibits high-barrier, high-growth trends. In the context of stock-based competition in the tobacco industrial paper market, cigarette structure upgrades (fine/medium cigarettes) and new tobacco products (HNB) remain key drivers of future growth. Affected by macroeconomic conditions, demand for thermal transfer/label paper shows significant volatility; however, benefiting from garment printing and digitalization of logistics labels, it is expected to experience a moderate recovery. High-end specialty wood pulp (e.g., coniferous pulp) still exhibits high external dependence, with persistent supply chain security risks, and homogeneous competition caused by overcapacity in mid-to-low-end segments remains unresolved.

From an analysis of policy and compliance frameworks, under the dual control of energy consumption, the "Energy Consumption Limits per Unit Product for Pulping and Papermaking" implemented on May 1, 2025, introduced energy consumption requirements for 16 additional product categories, directly raising compliance thresholds for small and medium-sized paper enterprises and compelling the phase-out of outdated production capacities. The green certification system, coupled with the EU Carbon Border Adjustment Mechanism (CBAM) and ESG requirements, mandates carbon footprint accounting for export-oriented enterprises, making FSC/PEFC certification a prerequisite for entering international supply chains. Regarding chemical restrictions, increasingly stringent regulations on hazardous substances such as PFAS have accelerated the development of water-based coatings and bio-based additives.

Looking ahead, the industry will accelerate its transition toward "paper-based new materials," with nanocellulose and biomass materials opening up entirely new application scenarios. Leading enterprises equipped with technological R&D capabilities, comprehensive industrial chain layouts, and green manufacturing capacities will dominate the future structural market dynamics.

Founded on March 6, 1994, the company is a wholly-owned subsidiary of Mudanjiang Hengfeng Paper Industry Group Co., Ltd., evolving from the Mudanjiang Guoying Paper Mill established on August 1, 1952. With over 70 years of historical heritage and advanced expertise in specialty paper R&D and manufacturing, it serves as a designated cigarette auxiliary material production base by the State Tobacco Corporation and was among the first papermaking enterprises in China to receive certification from both the Ministry of Science and Technology and the Chinese Academy of Sciences as a key high-tech enterprise. Listed on the Shanghai Stock Exchange in 2001, the company has now become China's largest and one of the world's leading producers of paper for direct cigarette materials.

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 company's main product, suitable for both traditional tobacco and novel tobacco applications. It includes a range of products such as cigarette paper, filter rod forming paper, cigarette packaging base paper, and paper for novel tobacco products.

Cigarette paper is a specialized paper used to wrap tobacco shreds into cigarettes, primarily categorized into machine-wrapped and hand-wrapped types. Machine-wrapped cigarette paper encompasses over a hundred varieties, featuring diverse surface patterns such as conventional ribbed, checkered, diagonal ribbed, anti-counterfeiting designs, and colored options; varying fiber materials including all-natural, hemp-blended, and wood pulp; and functional properties like reduced tar content, enhanced moisture retention, improved aroma, and stronger ash retention, along with low ignition tendency. Hand-wrapped cigarette paper is used for manually wrapping tobacco shreds to produce hand-rolled cigarettes, characterized by low basis weight, soft texture, refined appearance, and ultra-thin slow-burning properties. It includes transparent or ash-containing, bleached or natural-colored, wood pulp or hemp pulp, ribbed or watermarked patterns, and colored series of roll papers and coated tray papers, primarily supplied to brand clients for manufacturing hand-rolled cigarette papers and Cone pipes.

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.

Products used for food and ingredient contact applications, as well as those in other sectors, primarily consist of industrial specialty papers, representing a field experiencing rapid market demand growth recently. Hengfeng focuses on industrial policies such as "replacing plastics with paper" and the "green circular economy concept," leveraging its expertise in thin-paper production and diverse machine configurations to actively innovate and expand into high-value-added products. Its core offerings include composite aluminum and transfer aluminum series products, characterized by fine smooth surfaces, high strength, optimal printing performance, and superior packaging molding quality, which are widely used in packaging for cigarettes, food, candies, beverages, and other products.

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 profitability as its core objective, strategically diversifying its geographical presence while adhering to the "Technology, Intelligence, Green" development strategy. It drives profit growth through scale expansion and focuses intensively on key sectors. With 22 paper production lines boasting an annual capacity of 270,000 tons, the company also operates specialized production lines for printing machines, laminators, coating superpress machines, and chlorine-free bleaching pulp, enabling it to fully meet customized product demands and enhance its control and influence over downstream and end markets. Moving forward, the company will uphold its business philosophy of "Sustainable Growth through Integrity," solidifying the foundation for sustainable development and advancing high-quality corporate growth.

3   Financial Highlights
     Main financial data     Currency：RMB/CNY(yuan)
	Item
	2025
	2024
	Change(%)
	2023

	Total assets
	3,809,764,413.23
	3,472,618,236.40
	9.71
	3,167,036,857.51

	Net assets attributable to shareholders of the listed company
	2,735,087,239.27
	2,573,211,898.28
	6.29
	2,498,258,694.14

	Operation revenue
	2,822,466,355.40
	2,773,511,423.67
	1.77
	2,648,082,600.07

	Total Profit
	236,020,343.62
	172,216,696.75
	37.05
	170,977,126.58

	Net profit attributable to the shareholders of the listed company
	197,723,106.35
	115,819,658.61
	70.72
	136,156,369.62

	Net profit attributable to shareholders of the listed company, excluding non-recurring gains and losses
	169,934,863.03
	121,113,950.34
	40.31
	116,225,234.32

	Net cash flow from operating activities
	266,261,825.63
	233,091,591.69
	14.23
	195,731,812.29

	Weighted Average rate of return on net assets (%)
	7.44
	4.57
	2.87
	5.56

	Net Income per Share-Basic(Yuan/share)
	0.66
	0.39
	69.23
	0.46

	Net Income per Share-Diluted(Yuan/share)
	0.66
	0.39
	69.23
	0.46


4   The main financial indicators( Quarter)

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

	Operation revenue
	674,235,983.11
	679,050,972.10
	685,610,115.11
	783,569,285.08

	Net assets attributable to shareholders of the listing Corporation 
	28,029,546.64
	66,907,195.92
	53,345,077.94
	49,441,285.85

	Net profit attributable to shareholders of the listing Corporation after deducting non recurring gains and losses 
	23,806,203.11
	61,572,358.96
	46,896,642.45
	37,659,658.51

	Net cash flows from operating activities 
	91,517,614.73
	55,870,299.04
	6,607,718.48
	112,266,193.38


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

	Jianhua Gao
	6,524,500
	2.18
	6,407,000

	Yanming Dong
	5,000,000
	1.67
	-1,295,000

	Hongyun Yue
	2,005,800
	0.67
	5,800

	Agricultural Bank of China Co., Ltd. -Bank of Communications Schroders Corporate Reform Flexible Allocation Hybrid Securities Investment Fund
	1,999,920
	0.67
	1,999,920

	Yongchao Cai
	1,611,000
	0.54
	0

	China Construction Bank Corporation-Nuoan Multi-Strategy Hybrid Securities Investment Fund
	1,606,700
	0.54
	1,606,700

	Wei Li
	1,550,000
	0.52
	1,550,000

	Yu He
	1,500,000
	0.50
	1,500,000


5.2 Property relations between the company and controlling shareholder

 √ A   N/A


6   Material particulars 

In accordance with the materiality principle, the company shall disclose significant changes in its operating performance during the reporting period, as well as events that have had or are expected to have a material impact on its operations.

In 2025, the company achieved operating revenue of RMB 282,246.64 million, representing a year-on-year increase of 1.77%, while operating costs stood at RMB 227,269.79 million, down 0.29% from the previous year. This improvement was primarily driven by steady growth in product sales and further optimization of the product mix, which contributed to higher revenue. Total profit reached RMB 23,602.03 million, up 37.05% year-on-year, thanks to the coordinated performance of its domestic, international, and new product trade segments. The company's annual sales volume saw a significant increase compared to the previous year, with both core business revenue and machine-made paper sales hitting record highs.

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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