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1. Letter to the Shareholders

Dear Shareholders

It is our pleasure to present the consolidated @3!Zinancial report of PEIXIN International GrobpV. The
period ended 30 September 2014 was very importantofir Company in terms of regular business
development — for instance in terms of enhancedse#s presence resulting from closer cooperatitim our
American partner AST, which we describe furtheiirothis report.

In Q3 2014 PEIXIN’s revenues increased by 13.5% y@y¥UR 17.7 million. The Company was able to
maintain double-digit pace of growth of revenuespite higher comparison base mainly thanks to eomst
R&D and quality development. As a result PEIXIN ha® possibility to construct more sophisticated,
technologically-advanced and therefore more expensiachines. For example in Q3 2014 the number of
sanitary napkin machines sold was slightly lowey ¢40 units vs. 21 units), but at the same timer&wenues
generated by this segment went up by almost 8% .nitheomes to diaper machines segment — the nuofber
units sold in Q3 2014 increased yoy by 3 units18 but at the same time the revenues in this segme
increased by over 25%, to EUR 7.4 million. It isrtlomentioning, that in Q3 2014 the share of diaper
machines segment in Company’s revenues exceedathdne of sanitary napkin machines. Such a sigmfic
result in diaper machines segment reflects Comgaefforts to develop this segment and was suppdryed
cooperation with AST as well as active presendb®iCompany on domestic and foreign trade exhititio

The gross profit margin in Q3 2014 was maintaineitha level exceeding 36% (36.7% in comparisonat8%
in Q3 2013) and consequently PEIXIN’s net profingrby 10% yoy, to EUR 4.36 million.

When it comes to geographical breakdown PEIXIN icod to generate most of the revenues in Mainland
China in Q3 2014, but the revenues on the domesiket decreased yoy by 15% to EUR 9.6 million sTiki
mainly a positive outcome of strong focus of ourkeéing and sales teams on international salesloj@vent

in the last months, which is in line with our stgy. As a result the breakdown between domestic and
international sales was 54% vs. 46% in the periotkd 30 September 2014 and the revenues generated o
foreign markets almost doubled yoy, to EUR 8.09iaml

As mentioned above, one of the triggers of sucldregpernational sales development is the markegiifigct of
strategic cooperation with our American partner A$he cooperation, aimed at both strengtheningajlob
presence and product quality enhancement, cleargdbfirst positive effects. This proves that Hgreement
with AST was a very important strategic step inXEIs development and will offer mutual benefits filne
companies. At the present stage of cooperation W&ks together with PEIXIN on a new generation abyp
diaper production line. The companies also suppach other acting as partners in numerous exhilitfoa.

in Genewa, Chengdu and Dubai), which attracts nattention from the potential customers. The Company
expects first order from American customer (paddpodion line) resulting from this cooperation a¢ tiirn of
2014 and 2015 while an initial prototype of babgmir production line will be coming out by the (IL3.

We are hoping our current and potential Sharehsldes satisfied with the results of our strong reffonade
each day to develop PEIXIN’s business and maxirtizevalue of the Company.

Yours Sincerely

Qiulin Xie
CEO PEIXIN International Group N.V.
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2. General information about the Group

2.1 The Group structure

As of the reporting date i.e. 30 September 2014Gheup was comprised of the parent company Peixin
International Group N.V. (registered under the Dt with its seat in Amsterdam) and four subsid&a The
Peixin International Group N.V. is the sole shatdbp of Peixin International BVI, whereas Peixin
International BVI (Peixin International Group Ltds a sole shareholder of three subsidiaries: Rufiaixin
Machine Manufacture Industry Co. Ltd., QuanzhowiPreMachine Manufacture Industry Co. Ltd. and Baixi
Industry Co. Ltd.

As at the date of the quarterly report, 80.77%hef Company’s share capital is held by P.I. Investrhémited,
wholly owned by the current CEO Mr Qiulin Xie.

The current structure of the Group, at the pubiticetiate of the quarterly report, is presentedwelo

PEIXIN International Group N.V.
(listing vehicle, the Netherlands)

100%

Peixin International Group Ltd.
(British Virgin Islands)

100% [100% | 100%
Fujian Peixin Machine Quanzhou Peixin Machine Baixin Industry Co. Ltd.
Manufacture Industry Co. Ltd. Manufacture Industry Co. Ltd.
(China) (China) (China)

PEIXIN International Group N.V.is the vehicle created for listing shares on thard&w Stock Exchange.
PEIXIN International Group N.V. is a public limitdibility company faamloze vennootschamcorporated
under Dutch law by a notarial deed dated 2 July320he Company has its statutory sestat{taire zetglin
Amsterdam, the Netherlands and its registered eoféit Joop Geesinkweg 901, 1114 AB Amsterdam, the
Netherlands. The Company is registered with theetnegister of the Chamber of Commerce in Amsterdam
under the number 58288449. The Company operates timel Dutch law.

Peixin International BVI (Peixin International Group Ltd.) is a limited Biity company incorporated on
29 June 2004 under the laws of British Virgin Islarand registered in the Registrar of Companiegund
number 602294. The registered office of Peixin imidional BVI is Akara Bldg., 24 De Castro Street,
Wickhams Cay |, Road Town, Tortola, British Virdsiands. Peixin International BVI is a holding cceng.
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As of the reporting date Peixin International Bvdsva sole shareholder of the following three sudnses:

— Fujian Peixin, which scope of business includes manufacturirdysatiing of precision machinery
and equipment used for the production of variomstsey products,

Pictures above present insight into assembling slook in Fujian

— Quanzhou Peixinhas no operational activity. The company possesseain land use rights, real
estates and trademarks. Formerly performed opgrattivities.

— Baixin Industry has been established in connection with purchaselafid and plant construction
in Yongchun county as well as future operationthanmentioned plant. Due to the legal requirements
the Company was required to establish a new eatibperate factory located in another city. Itspgco
of business includes manufacturing of hygienic patsl machines and other machines.

Fujian Peixin, Quanzhou Peixin and Baixin Indusirg limited liability companies formed under PR@da
with a status of wholly foreign owned enterprises.

2.2 Changes in the composition of the Group
During 3Q 2014 composition of the Peixin Group dighange.
2.3 Business and products description

The Group designs, produces and sells machinesfawunrng daily-use hygiene products such as sanita
napkins, diapers, facial tissues and other prodpending on the type and functionalities of niaes, they
can be divided for semi-automatic, fully-automasiemi-servo or full-servo machines.

The Group believes that the key features of itsdpets are high quality and functionality offered at
competitive prices. To the Group's best knowledige,Group is among the companies based in Chinahwhi
offer the most advanced products in terms of spgaxiracy and technology. Additionally, the Grogfidves
that its product quality and advancement is simitathe products of its international competitaad the
Group aims to upgrade its products to the hightesidards. Due to technological development, tleechicle of
the Group's products is approximately five yeans| llows the life cycle of end products. Afteisiperiod,
the design change of the end products and raw ialstersed in its production require new technolagy
consequently new machines. This is why the Growgglei¢o constantly improve its production technoltmy
meet the market demand.

The Company reminds that on 22 July 2014, its tsabsidiary Fujian Peixin Machine Manufacture Isiay
Co., acting on behalf of itself and each of itdliates and Automated Systems of Tacoma, LLC, atdith
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liability company with offices in Tacoma, WashingtdJSA, /“AST"/, concluded Marketing, Developmenida
Collaboration Agreement /the “R&D Agreement"/. Undlee R&D Agreement, the Parties will combine their
engineering and manufacturing and capabilitiesetetbp a new line of machines designed to offetighest
performance at the best price available in thestrguAt the present stage of cooperation AST dbaetively
supports Peixin’s exhibitions. Furthermore in tipenon of the Company conclusion of the R&D Agreeine
will lead to further technological enhancementh® products, as well as it will assure proper dsBeixin's
growing capacity and strengthen global presend®tf Parties. Cooperation with AST is aimed at agomg
quality and efficiency of machines from tier 3 iert2 (higher speed, lower waste and lower producti
downtime ratio). Thanks to the cooperation with ABIE Company expects a first order from American
customer (pad production line) at the turn of 2@fhd 2015, whereas an initial prototype of machnoelpcing
diapers for babies is expected by 1Q 2015. Howefernoticeable results of the cooperation with A&
contingent on completion of the investment plane Tompany expects, that more orders will be coming
around the middle of the next year.

The Group's products vary from single unit machiteesomplex production lines. The Group currenthsh
over 40 models of machines. The Group is constampigrading its products as well as introducing new
products. Since 2013, the Group has continuedattstorm its product structure towards more compliect
more functional production lines, which is the ihiy force behind its sales. The Group's core prsdace
sanitary napkins and diaper production lines, togietepresenting approx. 82,78 % of the Group'saafated
turnover in 3Q 2014 (see “Operating and finanaaew — Profit & loss account — Revenues”).

With 20 years of manufacturing and design expegetice Group has gained a thorough understanding of
production technologies, client needs and valualf@erience in distribution of products both in Ghiand
abroad. The Group is one of the oldest Chinese faatuwers of machines producing daily-use hygiene
products and offers the most sophisticated prodafdtsis type such as full-servo machines. The @rioas one

of the highest value of sales among domestic matwifers of daily-use hygiene machines, accordinth¢o
Company’s estimates based on the publicly availdaka. The Group sells its products under the ‘iR&ix
brand. The Group's products are divided mainly ifdor categories: Sanitary Napkin Machines, Diaper
Machines, Facial Tissue Machines and Other machiBeacture of sales is characterized in fperating

and Financial Reviewf this quarterly report.

The pictures below present selected types of mastoffered by the Group.

Sanitary Napkin Machines— 41,17 % of 3Q 2014 sales

Full-servo control Sanitary Napkins Line Bar Type Package Winged Sanitary Napkin
Production Line

Diaper Machines— 41,61 % of 3Q2014 sales

Full-servo control full-function adult diaper produ ction line Full-servo control full-function baby diaper line
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Facial Tissue Machines— 12,31 % of 3Q2014 sales

Full auto box tissue line Full-automatic Paper Han#lerchiefs Packaging
Production Line

Other machines— 4,91 % of 3Q2014 sales

Full-servo fruits pads machine

=
!,E.:ﬂ:mul-:i:ﬁi_u

&

Full-servo Control Underpad & Pet Mattress Automatic Roll Core Machine
Production Line

The Group believes that its products meet thetladednical developments of the industry in whiel Group
operates. The technological development of the mashinvolves transitioning from semi-automatic
machines, through fully-automatic ones, into seenirgs and full-servo machines, the latter being ety
considered to be the most advanced type of machhesgently, the further technical development afcimnes
consists of enhancing full-servo machines. The ldgweent of the machines is generally driven by easing
the production capacity of the machines (speediphitity of their operation as well as quality tfie end
products. Other factors driving technical developtmeere the increase in operating ratio (operatimg as
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opposed to technological breaks) and energy consomplecrease (per unit of the end product). The
increasing sales of full-servo machines are a dstnation of how strong quality and technology oé th
products have gained in importance.

The Group's business is mainly driven by the dafig-hygiene products market, currently experiengiogvth
in developing countries. In particular, the marketsanitary napkins and diapers for babies andriigheople
drives the machine market. Due to consistent imgmmnt on the technology, the Group has the aliity
produce more sophisticated sanitary napkins angediaachines. During the period of 3Q2014 the dalivo
diaper machines are more welcomed and accepteldebglients. The Group enjoys the steady growthis t
segment.

As the Group is dedicated to the design functibpand quality of its products, its technologiesl ganoducts
are getting closer to international competitors exckeed most of domestic competitors. The incrgasates of
the full servo machines are a vivid demonstratibhaw strong quality and technology of the produgas on
importance.

The Group will continue to distribute its produdts daily-use hygiene product manufacturers in Chind

abroad, mainly in Asia, Africa, Middle East and 8oAmerica. However products covered by the codjmera
with AST will be distributed exclusively to the dafe by the parties territory as Asia (includirngetMiddle

East, but excluding India), Africa, Eastern Eur@el Oceania (including, Australia, Melanesia, Miasia

and Polynesia (excluding Hawaii).

Over 3Q 2014 the Group’s noticed a fall in revenaesdomestic market while the number of units sold
mainland China increase visibly. Howevertire period of 1-3Q 2014 the Group’s noticed steadyulative
growth in revenues on this market. On the othedhdgnamic development of the business in the eesrs
markets helped the Group achieved during 3Q 20did racrease of sales to trading companies. Sutisiign
all sales of the Group’s products to trading congmiare subsequently sent by those companiesitoatst
clients outside China. Consequently, the Compamgiders all its sales to trading companies asriatanal
sales (seeOperating and financial review — Profit & loss aced — Revenues”).

The Group distributes its products internationatiginly through China-base
trading companies which sell the Group's produstertd users. The Grou
also distributes part of its products directly toternational end users!
Domestically, the Group intends to extend its distion coverage from the &

coastal areas of China to other inland and ecoralyigrowing regions. bﬁ; m’_i"itdr”::“ |
Because of the advanced technology and high quadlitye products, more ance: y .
more orders are received from the current domebénts.

The Group also intends to intensively increasadlitsct presence in selectes
overseas markets by increasing promotional effarth as targeted advertising
and participation in exhibitions.

e achine i
init, or No, 111, Rarim Khay

b n,St.
Next to Mizza-e-Shirazi, Tehran, trap,

e~

In September 2014 Fujian Peixin participated'frirternational Exhibition for
Paper, Tissue and Converting Industry “Paper Ar&fia4” in Dubai. The
exhibition turn out to be successful, i.a. the Camp has establishe
cooperation with new agent from Iran.

e ot 55 kg, i
g,
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2.4 Market overview

The Group’s business focuses on designing, resegrcteveloping, manufacturing and selling precisio
machines manufacturing daily-use hygiene produndisiding sanitary napkins, disposable diapersy¢issand
other. The development of the machinery marketimarily driven by daily-use hygiene products marKehe
level of demand on the hygiene products marketairtiqular depends on economic and demography factor
such as level of income, consumption expendituogufation size and its structure as well as other |
consumption habits or preferences. Furthermoregmttipg on the market sector (e.g. sanitary napkins,
disposable diapers, tissues and other), the adfliznce of particular drivers may vary.

Global hygiene product market

The global growth in the hygiene market is drivemimy on the back of factors including increasing
population, the growth in an ageing population,ngiag habits and ameliorating economic conditigktsthe
global market for hygienic disposables baby diapemesenting around 45% of its total value, fokowby
feminine care (mostly composed of sanitary napkarg) adult incontinence products (mostly compoded o
adults diapers), along with other medical dispasabOn the global front, Western Europe used tdhbe
largest region in the global hygiene market, witt3&6 share of the same, followed by Asia (excludiagan)
with 20% of the global hygiene market. Other madumgarkets, including North America, Latin Americada
Japan were respectively accounted for 19%, 16%8&mdf the global market [research made in 2011].

Chinese hygiene product market

According to Euromonitor International a double-digit current value sales growth wasessed by retail
tissue and hygiene in 2013, mainly driven by clingbhousehold income levels and increasing awaresfess
health and hygiene amongst local consumers. Tlygidrg usage of tissue and hygiene products in dped|
areas and growing product acceptance in lowelciiis and rural areas were major drivers of denwuvad the
review period. Also, compared with tissue, hygieleenonstrated more dynamic retail value sales gramvth
2013. In addition to hygiene products continuindpéomore expensive than tissue products, risingadenfor
such hygiene products as nappies/diapers/pantthaodtinence products, driven by China’s one-chitdicy
and the ongoing aging of the population, also douted to the buoyant retail value sales growtmgee
hygiene in 2013. Euromonitor International preditist tissue and hygiene in China is expected édhsalthy
retail value sales growth over the forecast pe(R@IL3 to 2018). This will be mostly driven by stgoand
growing demand for tissue products, as well asemsing consumer demand for nappies/diapers/padts an
incontinence products. China’s one-child policylwihsure that parents remain willing to pay monedaality
products for their babies. In addition, the loosgrmf the one-child policy since 2014 is likelylie positively
impact demand for products in this niche over tiredast period.

Euromonitor International explains that retail \v@kales growth in retail tissue slowed during #terlyears of
the review period, dropping from 14% in 2010 to B%2013 in terms of constant value. This slowdovwasw
mainly caused by the large, existing consumer baagket saturation in urban areas and on-goingymtozh
capacity expansion by manufacturers. Euromonitteriational points out to the growing trend of prod
upgrading where, amid increasingly fierce compmtitover the review period, industry players maderts to
upgrade existing products or launch new, highelfityuproducts with more effective product featurgis
was most obvious in the highly competitive tissagegory in China, given the relatively low entryripers,
increasing maturity, and overcapacity problems. oEaugnitor International predicts that competition is
expected to become increasingly ferocious overfdhecast period given continual new entrants toidmyg
sector, as well as overcapacity in retail tissugnent. Manufacturers are slated to upgrade theidymts

10
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further, as they strive to keep ahead of the commpet Meanwhile, new products made from premium
materials can be expected from industry players.

Adult diapers

With the development of the Chinese economy, angagociety, and improved disposable income of older
consumers, the market has strong prospects fod rgmwth and development potential. According to
Euromonitor International, as the Chinese poputattmes and the availability of incontinence prosguct
expands, growth in sales of these products mustase during the forecast period. Furthermore, laanitor
International claims that, during the forecast @eriincontinence constant value sales will see &GRA
[Compound Annual Growth Rate] of 21%. This is aorégase on the CAGR of 16% noted over the review
period. The penetration rate of incontinence prégltemained low at the end of the review periogdeghe
sizable number of elderly people in China. With nmarket entrants offering a wider range of produtts
more affordable prices, the use of incontinencelpets is likely to increase during the forecasiqukrpushing
retail value sales. In Euromonitor Internationajgnion, between 2013 and 2018, incontinence i®etgal to
see an increase in constant value average unét aria CAGR of 2%.

Sanitary napkins

Well-established hygiene awareness and already [megietration ratio (87% in 2011 as estimated byn&hi
National Household Paper Industry Association) reag@nitary napkins the slowest growing sub-segnment
personal hygiene. According to the Directory ofslis Paper & Disposable Products 2012/2013, afteée mo
than 20 years of development the Chinese sanitapkin market has entered into mature period; howeve
compared with the global sanitary napkin marketin&hs still an undeveloped growing market. Euroitarn
International forecasts that sanitary protectioexigected to enjoy a positive constant value satesase over
the forecast period, with an anticipated CAGR of. @is is a fall from the review period, when thAGR
was 8%. After several years of strong growth, #uatary protection market in China had neared nitstby
the end of the review period, including reaching iremote and rural areas. While increasing consomill
help push retail value sales growth over the faepariod, the rate of growth is expected to bevstothan
over the review period, due to the existing largeeb

Facial tissues and other

The general hygienic market comprises various prdincluding facial tissues, wet wipes, and hygien
products for pets. In this market, key drivers i increasing hygiene standards in everyday dtienging
habits, increasing hygiene and sanitation awarernesgeasing living standards and rising expendiguon
health care and medical services. Euromonitor matewnal expects also retail tissues sales arecésqhéo see
a constant value CAGR of 8% from 2013 to 2018. Nosless, this represents a slowdown from the CAGR o
10% seen until 2013. Particularly in developed aegiof the country, by the end of the review perieigil
tissue products had reached maturity. This wasethby rising per capita consumption, growing hygien
awareness, and improved product variety in allepriznges. Nevertheless, retail tissue is expectezhjpy
strong retail value sales growth during the foreqgasiod, as a result of further product penetraio rural
areas of China, and a greater frequency of usaga@existing consumers. Tissues are expected tetsE®y
constant value sales growth between 2013 and 20H8predicted CAGR of 11%.

Key trends and drivers

As indicated in the introduction, the machinery kedris dependent on and driven by the trends ord#ilg-
use hygienic products market on which customershi®Group’s products operate. In the Company’siopi

11
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the development of the machinery market follows tdy@amics governing the daily-use hygiene product
market. As explained in the section concerningdasy-use hygiene products market, there is a nurobe
factors driving growth of particular segments ot thaily-use hygiene products market. In generad, th
Company believes that growth of each segment ofdthly-use hygiene products market translates tinéo
growth of the machinery market.

The Company believes that increasing demand fdy-dae hygienic products requires their producers t
increase the production capacity, which in turrultssin an increased demand for new machinery. ftapb
trend in this respect is raising focus on costegdficy driving the purchasing decisions. Due to ¢heent
global economic situation, customers from developeuahntries of machinery products tend to be mom-co
aware and therefore look for greater value-for-nyone

In the Company’s opinion, apart from increasingirth@oduction capacity, machinery customers look to
improve their efficiency, product functionalitieadareduce waste. This factor drives the demandhygienic
machinery with higher quality standards. In additiproduct cycles for sanitary products are becgrahorter,
while production is becoming more effective, whrelguires more efficient machinery, including in tpardar
full-servo production lines.

Changes in consumer preferences on the marketiflyruke hygienic products in China and other depielg
countries also influence the machinery market. Eagket producers have to compete by better addgessi
differences in regional cultures, distribution chels and consumer profile (age, gender). In the g@my's
opinion, this also applies directly to the machynerarket as clients expect more sophisticated machj
which drives production segmentation and spect&isaThe demand for more advanced hygiene products
increases the demand for machine replacement. Higfilesation and new product introductions, indhugl
changes in consumer preferences, acceleratesdisode to purchase new machinery.

Customers and suppliers

In the Group’s opinion, there are no main customansthe Chinese machinery market — significant
fragmentation and part of the demand comes frotmilalisors on-selling products internationally. Qusers

are offered products of good quality, after sakrwise and custom-made solutions which impedetigngth,
shifting it towards machinery suppliers. In additican increasing number of manufacturers of dasky-u
hygiene products in China are currently undergaiogsolidation. As the Chinese market is considéoeoke

one of the keys for the Group, the increased nunabeconsolidations among these manufacturers may
significantly affect the market on which the Graygerates and consequently impact on the Groupisdss

Furthermore, the market of the machinery producgrispliers is very fragmented. Cost of changingepis
not significant as most of the supplied goods avematerials and basic, standardized components.

The Group believes that there are no direct suibssitfor products manufactured with machinery ptediby
the Group. Potentially there might be a switch frdisposable products to re-usable ones which winoychct
the demand for the machinery, however this diractibchange is highly unlikely.

Competitive landscape

The market for precision machines manufacturindyeee hygiene products has a short history in €laind
is fragmented. In the early years, it was domindtgdnternational producers, mainly from Japan Haty,
with almost no presence of Chinese manufacturers.

The Group believes that it is one of domestic dquakkader with aspiration to reach quality level of
international companies present in China. The Geoaprrent direct competitors consist of domestignése
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machine manufacturers providing products for daiBe hygiene products market. Domestic machinery
producers usually target local daily-use hygieraglpcers.

The Group believes that the biggest internatiorettimery producers usually target global intermetiaaily-
use hygiene producers with a global purchasingcigsliand, therefore, are not currently direct cditgre of

the Group. The Group's strategy does not inclutkedcompeting with global machinery producers @nésn

the Chinese market. However, clients from developedntries may switch into other producers due to
growing value-for-money awareness.

In spite of significant industry growth, potentialuring new entrants, there are significant efayriers such
as R&D investment level to obtain proper qualitylationship-based customer acquisition, charatierfigr

Chinese market, market know-how. If the internaalamanufacturers, who are not currently targetihgn€se
daily use hygiene products intend to enter the etaikmay require them to lower the price levebnder to
compete domestically and build the business reiskiip, although they possess necessary know-howR&id

3. Selected financial data

‘000 EUR 3Q 2013 3Q 2014 1-3Q2013 1-3Q 2014
revenues 15 603 17 705 42 998 49 269
gross profit 5661 6 502 15 832 18 345
operating profit 4 851 5265 13 370 14 983
EBITDA 5271 5752 14 679 16 580
profit before tax 4813 5175 13 315 14 852
net profit 3980 4 364 11 229 12 568
cash flow from operating activities 9672 1276 9173 8999
cash flow from investing activities 12 -1717 102 -10 686
cash flow from financing activities - 736 -64 -729 2 317
gzh:c;rs:;e in cash and cash 8 948 -505 6 651 1641
‘000 EUR 31 Dec 2013 30 Sept 2014
non-current assets 19 909 32 040
current assets 30 162 37211
total assets 50 071 69 251
long-term liabilities - -
short-term liabilities 7 835 11 961
total equity 42 236 57 290
paid-in capital 13 000 13,000
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3.1 Operating and financial review
3.1.1 Key financial charts
Sales '000 EUR
59 407
46 509
32839

2010 2011 2012 2013 3Q 2013 3Q2014

Gross Profit '000 EUR
22 322
16 890
11994

6923 5 661 6502

2010 2011 2012 2013 3Q 2013 3Q 2014
EBITDA ‘000 EUR

20221
15020
10 666
2010 2011 2012 2013 3Q 2013 3Q 2014
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Net profit ‘000 EUR
15772
11 369
8195
4148 3980 4364
2010 2011 2012 2013 3Q2013 3Q2014
Gross Profit Margin %
37,6%
36,7%
36,3%
35,1%
2010 2011 2012 2013 3Q.2013 3Q2014
Net Margin %
26,5% .
25,0% 24,4% 25,5% 24,7%
21,0%
2010 2011 2012 2013 3Q.2013 3Q2014
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3.2 Profit & loss account
3.2.1 Revenues

Revenues are generated from sales of sanitary mapkchines, diaper machines, facial tissue maclands
other paper machines.

Revenues increased by EUR 2,102 thousand or 13ffb,EUR 15,603 thousand for the three months @nde
on 30 September 2013 to EUR 17,705 thousand forthtee months ended on 30 September 2014. The
increase of revenues was mainly the result of rsaftes from diaper machines and more units soldafoal
tissue machines segment.

Revenues breakdown by segments

The following table presents the Group’s revenueskdn down into product categories for 3Q 2013 and
3Q 2014.

3Q 2013 3Q 2014 C:;Ziig;
Unit ‘000 EUR Unit ‘000 EUR %
(unaudited)
Sanitary napkins machines 21 6 757 19 7 290 7.9
Diaper machines 15 5883 18 7 367 25.2
Facial tissue machines 120 2177 181 2179 0.1
Other paper machines 24 786 23 869 10.6
Total 180 15 603 241 17 705 135
1-3Q 2013 1-3Q 2014 Crhe"i‘/r;?]ig;
Unit ‘000 EUR Unit ‘000 EUR %
(unaudited)
Sanitary napkins machines 56 18 996 58 22133 16.5
Diaper machines 37 15945 43 19 449 22.0
Facial tissue machines 351 5897 423 5761 -2.3
Other paper machines 68 2 160 74 1926 -10.8
Total 512 42 998 598 49 269 14.6

In 3Q 2014 the Group experienced steady growthewémues in sanitary napkins machines segment by EUR
0,533 thousand or 7.9 %. However the number obwald in this segment decreased slightly by twohimes
compared to 3Q 2013. Growth of revenues in sanitapkins machines segment was in particular thdtref
higher value of full servo machines sold in thigreent.

Sanitary napkins machines produced by the Compaaybalieved to be of high quality and competitive
technology, therefore both domestic and internatichents are willing to purchase the machinesrofer to be
able to provide the market with high-quality endogucts. The sanitary napkins segment is the most
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competitive amongst all segments the Company ogeiat The Company maintains its competitive edge b
providing high-end machines and maintaining itdieg position in terms of quality. Top quality praxs
complying with most-up-to-date technology enabled Company to increase the price of the high-tech
machines attracting the customers pursuing fogtaity products.

The Group also experienced significant growth iapdr machines segment by EUR 1,484 thousand or 25%
mainly driven by more technically advanced fulhgemachines sold, as well as increased volume itd saold

in this segment by three machines compared to 313.200 worth to mention that in 3Q 2014 revenues in
diaper machines segment were slightly higher tlesenues in sanitary napkins machine segment by EUR
0,077 thousand. Good result in diaper machines segmas caused by and active presence of the Cgniipan
international diaper exhibition which took placeApril 14’ and domestic one in June 14’ as wellreffects

the Company’s efforts made to develop this segment.

Sales breakdown by segments for 3Q 2013, 3Q 20328 2013 and 1-3Q 2014 is presented on charts below

3Q2013 3Q2014

facial tissue ot7h;rs facial tissue others
machines o wanita machines 5% sanitary
12% na kir:Z 12% napkins
ph' machines
machines 1%

43%

diaper
machines
38%

diaper
machines
42%

1-3Q 2013 1-3Q 2014

others facial tissue others
5% machines 4%
sanitary 12 %

facial tissue
machines
14%

sanitary

napkins
machines
44%

diaper
machines
37%

napkins
machines
45 %

diaper
machines
39%

While the Company noticed substantial growth in hanmof units sold in facial tissue machines segrbgrél
machines, at the same time the Company noticedystegel of revenues in this segment (slight grotagD.1

%) mainly due to the fact, that less technologjcalllvanced or smaller machines were sold. Takirdgun
consideration fact, that facial tissue machine ssgnequals only 12% of sales, in 3Q 2014 the Compan
focused especially on sanitary napkins machinesilapkr machines segments as a more profitablettarg

Sales geographic breakdown

The Group distributes its products in China dietdl its end users, while internationally the Graligtributes
its products (i) through China-based trading congmmnhat sell the Group's products to customers (and

directly to international customers.
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The following table presents the Group’s revenuss mumber of units sold broken down geographictty
the period of the 3Q 2014.

3Q 2013 3Q 2014 Change 1-3Q 2013 1-3Q 2014 Change

‘000 EUR ‘000 EUR % ‘000 EUR ‘000 EUR %
Revenue:
Direct sales
-Mainland China 11 326 9618 -15.1 27 143 31 328 154
-Outside Mainland China 1505 906 -39.8 3284 4 025 22.6
Sales to trading companies 2772 7 181 159.] 12571 13916 10.7
Total 15 603 17 705 135 42 998 49 269 14.6

Number of units sold

3Q 2013 302014 1-3Q 2013 1-3Q 2014
‘O00 EUR ‘000 EUR ‘000 EUR ‘000 EUR

Revenue:

Direct sales

-Mainland China 125 151 344 348
-Outside Mainland China 3 4 24 52
Sales to trading companies 52 86 144 198
Total 180 241 512 598

Over 3Q 2014 sales to trading companies increagdeldiR 4,409 thousand or 159% comparing to 3Q 2013.
Strong growth of revenue achieved at intentionatketawas caused i.a. by new engagements with fgadin
agents made after Chinese New Year.

Despite the fact, that the Company considers #ssllit as an positive outcome of realization of RRIX
strategy focused on international trade, in the @amy’s opinion this achievement has rather unushalacter
and three digit increase in this area will be difft to repeat in the perspective of next reportuggiod,
especially that cumulative data for the period ioErmonth ended 30 September 2014 shows, that teathe
trading companies remains at the comparative lagethe revenue achieved in the same period of ¢he y
2013.

While revenue generated from indirect internatiosale increased, revenue from international disatés
decreased by EUR 599 thousand or -39.8 %, from HHR5 thousand for the three months ended on 30
September 2013 to EUR 0,906 thousand for the tim@ehs ended on 30 September 2014. In a lucky nnanne
lower sales in direct international sale have leg®rtance on the background of remarkable growihdirect
international sale.

Revenue generated on domestic market decreasedJBy 1708 thousand or 15.1 % from EUR 11,326
thousand for the three months ended on 30 Septe2fidSrto EUR 9,619 thousand for the three montkgen
on 30 September 2014. In consequence results achievnternational sales significantly approacthilevel

18



PEIXIN International Group N.V. - consolidated financial report 3Q 2014
all data in thousand EUR, unless stated otherwise

of domestic sales. Behind that stands strongersfofihe sales team on dynamic development of tisenbss

in the overseas markets. Moreover higher numbeordérs dedicated for Outside Mainland China clients
caused that the Company reached to the limitedustaxh capability. Further parallel growth of battarkets
depends on performance of the Company’s investpiant

Sales geographic breakdown for the period of 320 3Q 2014 is presented on charts below.

3Q 2014
3Q2013

forein s:ales to domlestlc forein sales to domestic sales
trading sales trading 54%

compinies 72% companies
18% 41%
foreign direct
sales
10%

foreign direct
sales
5%

Sales geographic breakdown for the period of 1-8{82nd 1-3Q 2014 is presented on charts below.

1-3Q 2013 1-3Q 2014

domestic forei les t .
orein sales to domestic sales

forein s?les to sales =
trading 63% tra |ng 64%
companies companies
29% 28%
foreign direct

foreign direct
saLes sales
8% 8%

During 3Q 2014 the number of units sold on domestitket increased significantly by 26 machines caneq
to 3Q 2013. Also number of units sold in foreigiesancreased, especially substantial growth wasmanced
by the Company in sales to trading companies. $algading companies increased by 34 machines amdp

to 3Q 2013.
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3.2.2 Cost of Goods Sold

The following table presents the Group’s cost tésa

1-3 1-3

3Q 2013 3Q 2014 Change 201?3 201(31 Change
‘000 EUR ‘000 EUR % ‘000 EUR ‘000 EUR %
(unaudited) (unaudited)

Changes in inventories of finished
goods and work in progress -2 262 -1 046 -53.76 868 -2 770 -28.4
Materials consumed in production 10 241 9 564 -6.6 25526 27 320 7.0
-Glue machines and motors 4193 3079 -26.6 10 063 9073 -9.8
-Steel 1496 2238 49.6 4004 6274 56.7
-Electric controllers 2 033 1669 -17.9 4850 4773 -1.6
-Knife roller\cylinder 394 369 -6.3 1030 1105 7.3
-Other components 1753 1763 0.6 4619 5089 10.2
-Auxiliary materials 372 446 19.9 959 1 006 4.9
Labour 961 1032 7.4 2 600 2794 7.5
Depreciation and amortization 290 342 17.9 874 969 10.9
Outsourced manufacturing cost 410 414 1.0 1067 1145 7.3
Taxes and surcharges * 156 144 --7.7 380 325 -14.5
Water and electricity 152 153 0.7 395 402 1.8
Others 178 107 -39.9 238 230 -3.4
Foreign currency translation difference -183 493 69.3 -44 509 1256,8
Total 9942 11 203 12.7 27 166 30924 13.8

Taxes and surcharges are mainly Urban Maintenamzke@onstruction Tax (7% of Valued Added Tax paymemunt), Extra Charges
of Education Fund (3% of Valued Added Tax paymemtuat) and Local Surcharge for Education Fund (2P4/alued Added Tax
payment amount).

The total cost of sales (the cost of productioroneded by changes in inventories of finished goadsrk in
progress and foreign currency exchange differeneaespunted to EUR 9,942 thousand in 3Q 2013 and
increased by EUR ca. 1,26 thousand or 12.7 % to EYR03 thousand for the period of the 3Q 2014.

Materials consumed in production decreased slighflfFUR 677 thousand or 6.6 % in 3Q 2014 compaved t
3Q 2013, whereas the revenue increased. High téwebrk in progress recognized at the end of 1H42@4&s
the reason why material consumed over 3Q 2014 re¢atively low.

Cost of sales in 3Q 2014 increased by 12.7% as amdpo the same period of 2013. The growth ottiss
of the production in 3Q 2014 followed growing reuerin this period. One of the main reasons of emeeof
costs was higher steel consumption which raisecbb$0 % compared to costs of steel in 3Q 2013e&se of
costs of sales was caused also by raised levehplogment as well as overtime hours.

3.2.3 Gross profit

Gross profit increased by EUR 841thousand, or ¥4.%rom EUR 5,661 thousand in 3Q 2013 to EUR 6 502
thousand in 3Q 2014.
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The following table presents the Group’s grossipbwbken down by product categories.
30Q 2013 30Q 2014 change 1-3Q 2013 1-3Q 2014 change
‘000 EUR ‘000 EUR % ‘000 EUR ‘000 EUR %
(unaudited) (unaudited)
Segment gross profit
Sanitary napkins machines 2501 2802 12.0 7123 8373 17.5
Diaper machines 2077 2 567 23.6 5863 7 226 23.2
Facial tissue machines 794 774 -2.5 2095 2072 -1.1
Other paper machines 289 359 24.2 751 674 -10.3
Total 5661 6 502 14.9 15 832 18 345 15.9

The following table presents the Group’s grossiproérgin broken down into product categories.

30Q 2013 3Q 2014 Change 1-3Q2013 1-3Q 2014 Change
‘000 EUR ‘000 EUR p.p. ‘000 EUR ‘000 EUR p.p.
(unaudited) (unaudited)

Segment gross margin
Sanitary napkins machines 37.0 38.4 14 37.5 37.8 0.3
Diaper machines 35.3 34.8 -0.5 36.8 37.2 0.4
Facial tissue machines 36.0 355 -0.5 35.5 36.0 0.4
Other paper machines 36.8 41.3 4.5 34.8 35.0 0.2
Total gross margin 36.3 36.7 0.4 36.8 37.2 0.4

Total gross profit in 3Q 2014 increased by ca. 15%4inly as a result of higher by 13,5% growthefanues
achieved simultaneously with amelioration of grogsgin in sanitary napkins machines segment bypl,4p

The Company achieved also slight growth of grosditopmargin in 3Q 2014 by 0,4 % compared to 3Q 2013
mainly as a result of better percentage of highamtihigh GP ratio machines sold in 3Q 2014.

3.2.4 Other income/expenses

The following table presents the Group’s other medoroken down by categories.

30 2013 3Q 2014 Change 1-3Q2013 1-3Q 2014 Change
‘000 EUR ‘000 EUR % ‘000 EUR ‘000 EUR %
(unaudited) (unaudited)
Government grant - 78 - 82
Rental income 26 20 -23.1 44 37 -15.9
Sales of spare parts 64 15 -76.6 191 38 -80.1
Total 90 113 25.6 235 157 -33.2
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Other income increased from 90 thousands in 3Q 201133 in 3Q 2014 mainly because of the government
grant in the amount of 78 thousands given as adybs the Company’s R&D activities.

3.2.5 Distribution and Selling Expenses

The table below presents the distribution andreglixpenses.

3Q 2013 3Q 2014 Change 1-3Q 2013  1-3Q 2014 Change

‘000 EUR ‘000 EUR % ‘000 EUR ‘000 EUR %
(unaudited) (unaudited)

Staff costs 128 155 21.1 376 430 14.4
Marketing and advertising costs 35 30 -14.3 165 8 14 -10.3
Post-sales services costs 44 97 120.5 117 167 42.7
Traveling costs 13 36 176.9 42 60 42.9
Depreciation 2 1 -50.0 5 4 -20.0
Others 26 22 -15.4 80 104 30.0
Total 248 341 37.5 785 913 16.3

Staff costs

Staff costs constituted 51.6 % of the Group’s thstion and selling expenses for 3Q 2013 and 45198Q
2014. Staff costs increased by EUR 27 thousand.dr %, from EUR 128 thousand in 3Q 2013 to EUR 155
thousand in 3Q 2014, mainly due to the fact that more sales staffs were hired in this period. Ginoof
post-sales services costs were mainly caused by sdtes services provided to the clients in 3Q42@&ter
sales services comprise maintenance and costgaif ref the machines during the warranty periodyhdr
post-sales services cost is derivative of bigged ttumber of units sold in 3Q 2014 comparing toZ8Q3 (the
Company sold 61 units more). Traveling costs atsoeiased by 176.9% due to the fact, that some stlffs
were arranged to travelling in some Middle Eastnties for the clients engagement and maintenadncine
Company’s opinion occurrence of growth in distribatand selling expenses is an usual symptom aofigmp
revenue.

3.2.6 Administrative expenses

Total administrative expenses slightly decreaseBWIR 32 thousand, or 8.3%, from EUR 387 thousar2}
2013 to EUR 355 thousand in 3Q 2014.

The following table presents the Group’s admintsteaexpenses broken down into categories.

3Q 2013 3Q 2014 Change 1-3Q 2013 1-3Q 2014 Change
‘000 EUR ‘000 EUR % ‘000 EUR ‘000 EUR %
(unaudited) (unaudited)
Staff costs 91 100 9.9 275 295 7.3
Depreciation and amortisation 90 82 8.9 974 270 15
charges
Entertainment and office 64 90 406 159 189 18.9
expenses
Miscellaneous taxes 61 12 -80.3 148 130 -12.2
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Professional service fee 18 - - 148 213 43.9
Others 63 71 12.7 132 195 47.7
Total 387 355 -8.3 1134 1292 13.9

In the period of 3Q 2014 the Company maintainedraparative level of administrative expenses asen3Q
2014. In the reporting period the Company witnesgel by EUR 49 thousands miscellaneous taxes (ynainl
taxes connected to land and building possessicognezed and paid in 1H 2014) while Entertainmerd an
office expenses raised by EUR 36 thousands dueetpreparation to SPO.

3.2.7 Research and Development Expenses

Research and development expenses increased cagilyi by EUR 389 thousand or 146.8 %, from EUR 265
thousand in 3Q 2013 to EUR 654 thousand in 3Q 20&hly as a result of material input for the new
generation of baby diaper machines developed ip@@ation with AST, also as well as fees paid to the
external advisors under R&D agreement.

The following table presents the Group’s researthdevelopment expenses broken down into categories

3Q 2013 3Q 2014 Change 1-3Q 2013 1-3Q 2014 Change

‘000 EUR ‘000 EUR % ‘000 EUR ‘000 EUR %
(unaudited) (unaudited)
Materials 160 415 159.4 461 742 61.0
Staff costs 104 155 49.0 312 400 28.2
External advisors - 82 - 168
Depreciation charges 1 2 100.0 5 4 -20.0
Total 265 654 146.8 778 1,314 68.9

3.2.8 Balance sheet
3.2.8.1 Non-current assets

Property, plant and equipment

Property plant and equipment increased by EUR 2fid3sand or by 20.9 %, from EUR 13,012 thousarat as
31 December 2013 to EUR 15,731 thousand in 3Q ZIMd increase was the result of purchased newdadd
equipment — mostly the tooling machines for manwif&tg the paper machines, acquired to enlarge the
Company’s production capacity.

3.2.8.2 Current assets
Inventories

Inventories comprise materials and components taeproduction as well as work in-progress andsfieid
goods.

The table below presents the breakdown of inveesasf the Group as at 31 December 2013 and 30r8kete
2014.
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31 Dec 2013 30 Sep 2014 Change
‘000 EUR ‘000 EUR %
Raw materials and consumables 3,269 5,294 61.9
Work in progress 4,043 7,248 79.3
Finished goods 641 206 -67.9
Total 7,953 12,748 60.3

The level of particular sort of inventories: rawteréls, work in progress and finished goods, ddpam the
timing of the orders placed by the clients. In 30142, the Group received an increased number of®fdam
clients and more machines were under construatmmsequently work in progress increased.

Trade and other receivables

Trade and other receivables increased slightly @&@r2014. The Group managed to improve its cycle of
receivables collection.

Bank balances and cash

Bank balances and cash increased by EUR 0,531 ahdusr 4.4%, from EUR 11,983 thousand as at 31
December 2013 to EUR 12,514 thousand in 3Q 2014.

3.2.8.3 Current liabilities

Trade and other payables

Trade and other payables consist of amounts payabkuppliers for the purchase of raw materials and
products. Trade and other payables increased by E¥%¥ thousand or 30.3 %, from EUR 3,159 thousend
at 31 December 2013 to EUR 4,116 thousand in 3@.20ke increase was mainly the result of the better
payment terms given by some suppliers.

Indebtedness

The Company doesn’t have long term debt. The thblew presents the short term debt as of 30 Segtemb
2014.

Amount Interest Personal
‘000 Period rate Mortgage guarantee
EUR
186 2014/1/7 2015/1/7  6.00% Land use rightand  Xie Qiulin
641 2014/1/9 2015/1/9 buildings

1,973 2014/1/21 2015/1/21
687 2014/1/24 2015/1/24
812 2014/1/28 2015/1/28

4,299

Intention of the Company is to renew all short-téoans after their expiry.

The borrowings are fixed-rate and denominated irBRM
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All bank borrowings as of 30 September 2014 (EUF®$ thousand) were secured.

Assets with the following carrying amounts haverbpledged to secure bank borrowings:

31 Dec 2013 30 Sep 2014
‘000 EUR ‘000 EUR
Land use right - 1,016
Buildings - 4,655
- 5,671

Advance from customers

Advance from customers decreased by EUR 1,642 #mousr 45%, from EUR 3,653 thousand as at 31
December 2013 to EUR 2,011 thousand in 3Q 2014 dEkecase was mainly the result of promotion ggate
aiming to encourage some clients to try the newigarof sanitary and diaper machines, the Compgnsea

in 1H 2014 for less down payment from clients tiremhe previous terms which caused decrease innadva
from customers. Nevertheless in general the Compaends to keep in the long term hitherto levetofvn
payments.

3.2.8.4 Non-current liability
In 3Q 2014, the Group did not have non-currentlitzds.
3.2.8.5 Capital and reserves.

Capital and reserves increased by EUR 15,054 thdusa 35.6 %, from EUR 42,236 thousand as at 31
December 2013 to EUR 57,290 thousand in 3Q 2014.

The Company’s capital structure changed due tadhéribution from the retained profit.
3.2.9 Cash flow

3Q 2013 302014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR

(unaudited)

net cash from operating activities 9672 1276 7278 6 728
net cash from investing activities 12 1717 102 -10 686
net cash from financing activities -736 -64 -729 2 317
net movement in cash and cash equivalents 8 948 550 6 651 -1 641

- exchange difference -677 2097 -141 2172
cash at the beginning of the period 9674 10 922 435 11983
cash at the end of the period 17 945 12 514 17945 12514

Net cash from operating activities

In 3Q 2014, the Group generated EUR 1,276 thouf@mad operating activities, lower than the compasati
figure in 3Q 2013, which was caused mainly duentodase in trade, other receivables and levehefritory .

25



PEIXIN International Group N.V. - consolidated financial report 3Q 2014
all data in thousand EUR, unless stated otherwise

Net cash used in investing activities

In order to improve the production capacity, the@r continued implementing its investment plard@2014
the Company paid EUR 1,546 thousands for the |zedight.

Net cash from financing activities
During 3Q 2014, net cash from financing activitiess interest paid for the short term bank loans.
Net movement in cash and cash equivalents

Change in net movement in cash and cash equivalesdscaused due to the decrease of net cash from
operating activities in 3Q 2014.

3.3 Key factors affecting operating and financial resutis
3.3.1 Unusual items, one-off events

Over 3Q 2014 there were no unusual items ore ohewsdnts which affected the Group’s operating and
financial results.

3.3.2 Important events and transactions that took placerithg the period and their
consequences for the financial position of the Gioif they are significant

In 3Q 2014 no important events or transactions fagake that are significant for the financial pigsitof the
Group.

3.3.3 Seasonality

The Group’s business is slightly seasonal. The @rmually generates relatively less sales in tist Guarter
due to the Chinese New Year and the factories ol 2 weeks. However, slightly more sales anemadly
generated in the fourth quarter of the year dubedact that clients want products to be delivdngdhe end of
the year in order to start the business after thiegse New Year holiday period.

3.3.4 Events after the end of the period that have nokeheaeflected in the financial
statements for the period /material subsequent @gén

There were no events after the end of period thae mot been reflected in the financial statementsould
affect financial statements in any way.

3.3.5 Nature and amount of changes in estimates of amauneported in prior
interim periods of the current financial year or @nges in estimates of amounts
reported in prior financial year

The Company did not publish any estimates of ansouin?013 and 2014.
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3.4 Risk factors

3.4.1 Risk factors relating to the industry in which th@roup operates

The Group operates in a competitive environmentcileased competition or the entry of new competitors
combined with any failure to compete effectivelythvits competitors, may result in lower margins or a
loss of the Group's revenues.

The Group's business focuses on the manufactufipgecision machinery used for the production ofitsay
products including sanitary napkins, diapers athfdissues.

An increase in competition and new competitors @dauise at any time. In particular, due to the eoaia
slowdown and the results of the financial crisis imdustrialised countries, the Group’s internationa
competitors may increase their sales activitieh@markets of China and other growing economiestiBg
and new competitors may establish more advanceduption facilities or have greater financial resms,
which could allow them to compete aggressively dydring the prices of their products or expandimgjrt
production capacity. To remain competitive, the @ranust continue to invest significant resources in
increasing its production capacity, the on-goingedi@oment of new products and improvement of existi
products, in particular. There can be no assur#maethe Group will have sufficient resources torgase its
competitiveness or that such investments will imprthe Group's position in relation to its commet

Increased competition or the arrival of new contpgdi could result in lower margins or a loss oferayes,
either of which could have a material adverse effecthe Group's business, financial condition, apeération
results.

Fluctuations in the supply and price of componerdad raw materials such as steel and alloy steel atiaer
steel-based components could result in increasedtdhat the Group may only be able to pass ontso i
customers patrtially or not at all

As part of the Group’s operations, the Group mbhia sufficient quantities of components and raatenals,
most importantly steel and alloy steel, and steskell components, at acceptable prices. Furtherstest,and
alloy steel have been subject to substantial mriagigclically. The Group cannot assure you that epric
fluctuations of components and raw materials woll accur in the future or that the Group will bdeato pass
on cost increases to its customers in part oradptiFailure to pass on cost increases to its ouwsts in part or
entirely could adversely affect the Group's busregserations and financial results.

Availability of bank financing

The availability of bank financing for the Group @hina is limited. Based on its knowledge of therket
practice, the Company believes that receiving bamkowings without providing collateral in the forof
leasehold rights to the land or buildings may by \fficult if at all possible. AlImost all of th&roup’s land
and premises are pledged as of the date of hesgloytr Consequently, the Group believes that itehasry
limited capacity to obtain further bank financingtilit acquires new real estate which would begible to be
used as a pledge.

If the Group is unable to obtain further bank ficizuy or alternative financing, this may have a mate
adverse effect on the Group’s business, revenimesdial condition and results of operations.
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3.4.2 Risk factors relating to the Group

The Group is exposed to fluctuations in foreign dmange rates. Fluctuations in currency exchange rate
could have material adverse effects on the busindsgancial condition and results of operations dhe
Group.

Direct sales outside mainland China were realizedXecuting direct orders from international clgrit is the
only method for the Company to generate the foreigmency. In 3Q 2014 8.2% of the Group’s salesewer
USD which is 22.5% higher than the same periodddf32 In the next 3-5 years, the Group would likéowus
on direct international sales in order to benefinf potentially increasing margins and close refethip with
the clients. Therefore, the revenue generated taygio currency will be increasing. Consequentlyctiiations
in currency rates may influence the Group’s resoiiteperations, especially when the time betwesala of
the Group’s products and receiving payment is Sgamt and the currency rate changes during ths.ti

Moreover, the Company’s competitive position magrale as a result of unfavorable currency ratetfatain.
The RMB appreciation may lead to higher priceshierGroup’s products in overseas markets and may &a
adverse effect on the Company’s export sales.

As a result, fluctuations in currency exchange sateuld have material adverse effects on the bssine
financial condition and results of operations @& @Group.

The Group’s success depends in part on its abitidyenhance its production capacity, which is suljéc
risks and uncertainties. If the Group is unable facrease its production capacity, it may not be atb
achieve the desired level of production and revesuwhich may have an adverse effect on the Group's
financial condition, results of operations and busss.

The Group is planning to increase its productigmacity, which is one of the factors on which thecass of
the Group depends.

The Group's ability and efforts to enhance its nfiacturing capabilities are subject to significaisks and
uncertainties, including: the Group's ability totah funding and the required approvals from refeva
government authorities to acquire additional faieti.

If the Group is unable to increase its productiapacity, it may not be able to achieve the dediegd| of
production and revenues, which may have an adwffset on the Group's financial condition, resudfs
operations and business.

The inventory levels of raw materials, parts andngponents for the production of the Group's machines
may not be adequate and may expose the Group tatiaddl costs or affect the Group's ability to deér
products in a timely manner

Due to the nature of the Group's production prodbesGroup does not maintain ready-to-sell machinets
inventory. The Group usually concludes one-yeartreats with its suppliers to keep the Group's itegn
level of raw materials, parts and components that Group purchases from suppliers to manufactgre it
machines. Due to the planned increase in the ptimtduscale, occasional shortages in inventories agayr in
the future. If the level of raw materials, partsddaomponents in the Group's inventory is insuffitighe
Group will need to purchase them from its suppléra price which may not always be satisfactohis Thay
expose the Group to additional production coststedeer, if the Group's inventory level is too lowdathe
Group fails to purchase additional raw materiadstgor components in a timely manner, the Grouy fai&to
meet delivery deadlines and consequently may lalss.s

28



PEIXIN International Group N.V. - consolidated financial report 3Q 2014
all data in thousand EUR, unless stated otherwise

The operations of the Group are subject to uncentis and contingencies beyond its control that twbu
result in material disruptions and adversely affeitt results of operations. A material disruptionf ¢he
operations of the Group or the operations of itspgliers or customers due to force majeure eventsido
materially and adversely affect the results of opgons

The operations of the Group are subject to uncerai and contingencies beyond its control thatccoesult

in material disruptions and adversely affect itsuits of operations. These include war, riot, pubisorder,
civil commotion, fire, earthquake, flood and othemtural calamities, epidemics, outbreaks of intedi
disease, terrorism, whether locally or nationwinleincidents such as industrial accidents, equiprfalures,

malfunctions of information systems or other operal problems, strikes or other labour difficudtiand
disruptions of public infrastructure such as roapsrts or utilities. In addition, the Group's protan

processes are power intensive and require a canstigply of electricity. Any failure in power gemdion

facilities, transmission systems and other infrattire or a general scarcity of electricity colldrefore also
result in a decline in production output or evesugpension of production.

Any such disruption of the Group’s operations codisgrupt, limit or delay its production, preventfibm
meeting customer orders, increase its producti@tscor require it to spend additional capital exixemes,
each of which could materially and adversely affestresults of operations. Force majeure eventg ahso
materially and adversely affect the operationafqgrerance of the Group's suppliers or customersitieg in a
decreased demand for the Group's products in flesar® markets. In such event, the business, finlhnc
condition and results of operations of the Groupy e materially and adversely affected.

Delays in the Group’s delivery of products due twetfailure to meet deadlines may have a negativeaat
on the Group’s customer relationships and businesputation

The business of the Group is largely based on mestoelationships. If the Group fails to delives iroducts
in line with its deadlines, this may affect the Guts relationships with its clients and the Grouggputation.
In such event, the business, financial conditiod eesults of operations of the Group may be mdtgréend
adversely affected.

If the Group experiences a significant number ofagins, including warranty claims, the Group’s costsight
increase substantially, and the Group's reputatiand brand name could suffer

Typically, the Group sells its machines with watyatierms covering a period of one year after the, sxcept
for certain parts of its machines, e.g. (belt, ksiv that are not subject to warranty terms. Trau@s product
warranty typically requires the Group to providdeesales services that cover parts and labor @ n
maintenance repairs, except for repairs that arsethby operator abuse or improper use or negkgend are
not attributable to normal wear and tear. Repait eplacement of certain parts and components @f th
Group’s machines, such as electrical apparatusaamystems, are not covered by the Group but avered

by the manufacturers of such parts and componiotsever, in the event that such third-party suppliefuse

to perform their warranty obligations or to indefgrthe Group for providing warranty services totomsers to
repair such parts and components, the Group may amditional warranty costs or incurred costs malybe
recovered.

If the Group experiences significant claims, inahgdwarranty claims, or if the Group's repair asglacement
costs associated with warranty claims increasefgigntly, the Group may incur greater costs. Mo an
increase in claims, including warranty claims, cbaffect its reputation and consequently result imaterial
adverse effect, financial condition, results of igpiens and prospects.
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Research and development efforts of the Group may yield the expected benefits and the Group may no
be able to introduce successful products and maintthe competitiveness of its product offerings. ttie
Group is unable to anticipate trends in technologlcor product development or follow the market tigs
and rapidly develop the new and innovative techrgits or products that are required by the Group's
customers, the Group may not be able to producdisigintly advanced products at competitive pricesich

in turn may have a material and adverse impact dretGroup's business, financial position and resutié
operations.

The market for the Group's products is charactérimecontinuous technological developments andvation
to provide better product performance and addressricreasingly complex market needs. As a rethst,
Group has been focusing on research and developagwities, which require considerable human reses!
and capital investments. However, the Group's rekeend development efforts may not be successfyiketd
the anticipated level of economic benefit. In aiddit even if the Group's research and developnfémt®are
successful, the Group may not be able to applyetimesvly developed technologies to products that vl
accepted by the market, or the Group may not be @b&pply them in a timely manner to take advantaig
opportunities in the market. The level of econorbinefit that can be derived from newly developed
technologies or products may also be affected byathility and promptness of the Group's competitors
replicate these technologies or products or devebope advanced or cheaper alternatives. If the @Esou
technologies are replicated, replaced or made dahinor if the demand for the Group's productsasas
anticipated, the Group's turnover associated witlh sechnologies or products may not offset théscitst the
Group has incurred in developing such new technesod-urthermore, if the Group is unable to anétep
trends in technological or product developmentatiol the market trends and rapidly develop the e
innovative technologies or products that are regubyy the Group's customers, the Group may nobleeta
produce sufficiently advanced products at competipirices, which in turn may have a material andeexe
impact on the Group's business, financial posiiod results of operations.

The Group revenue depends on effective sales thiotige distribution network and its expansion. The
Group cannot ensure that its selling efforts willebsatisfactory and there can be no assurance that i
marketing and development efforts will not provestly or ineffective. If the Group fails to expandro
develop its sales network as planned or if it logsshest performing salesmen, the Group may notalée to
meet its sales' targets, which may have a mateaatl adverse impact on the Group's business, finahci
position and results of operations.

As of the end of 3Q 2014, the Group's distributi@twork consists of twenty nine salesmen operatiagly
in coastal areas of China and direct overseas markéch generate substantially all of the Grouggenue..
Domestically, the Group intends to extend its dhstion coverage from the current coastal areaShifa to
other inland and economically growing regions. T&®up also intends to intensively increase its afire
presence in selected overseas markets such asTadkey and USA by increasing promotional effatsh as
targeted advertising and participation in exhilviido increase its ability to directly distribute products to
international customers. Late 2013 the Group madieasion to establish first overseas office in Ak
Turkey. The office has been operational since JgnP@14. The Group cannot ensure that its sellifgyts
will be satisfactory and there can be no assurdmakits marketing and development efforts will poove
costly or ineffective. Moreover, the Group may et able to successfully deal with legal and reguwat
conditions in foreign countries that are differdrdm those in China, what may impact its internadio
expansion. If the Group fails to expand or devéigales network as planned or if it loses its pesforming
salesmen, the Group may not be able to meet is'dakgets, which may have a material and adwensact
on the Group's business, financial position andltesf operations.
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The Group may not be able to implement its strateg\chieving the Group’s strategic objectives is
contingent upon a range of factors which are beyotite Group’s control, including, in particular, méket
conditions and the general business and regulat@gmvironment. The Group’s failure to implement its
strategic objectives may have a material adversteafon the Group’s business, revenues, financial
condition and results of operations.

The Group’s strategic objectives are to extendssal€China, increase direct international coveratrengthen
brand recognition, focus further on R&D and qualéghancing as well as further increase production
capacities (detailed information on strategy isuded in the point 3.5 below).

Achieving these strategic objectives is contingepbn a range of factors which are beyond the Gmoup’
control, including, in particular, market conditeorand the general business and regulatory envinatime
Strategy implementation requires the Group to mledufficient financing for its growth as well asrhanage

its growth properly and integrate operation tecbg@s, products and personnel. The Group can give n
assurance that its efforts will have the expecfiéece In addition, the Group may incur substantiakts to
introduce new products from which the Group mayubable to ultimately realize significant revenuls.
revenues do not increase as a result of the inttmofuof such products, the costs associated thérenay
exceed revenue. The Group’s failure to implemenstitategic objectives may have a material adwffeet on
the Group’s business, revenues, financial conddiuth results of operations.

The Group’s strategy assumes that the Group’s ptamtucapacity needs to be significantly increaetheet

the expected growing demand for its products. Tlssemptions are based on the Company’s best kdgevle
and perception of the market trends, and its coithgetposition in the market. However, if the Coanmy’s
assumptions concerning the machinery market anddtapetitive position are incorrect, or the market
develops contrary to the Company’s expectatiores agsumed investment plan may prove overestimaigd a
the Company may not be able to fully utilize it€reased production capacity. Furthermore, a faitore
implement the Group’s strategy may also preventpifugluction capacity from being fully utilized. buch
case, the costs and expenses borne by the Gromgptement the overestimated investment plan may not
translate into an increase in the Group’s revenues.

Success of the Group depends in part on its abitityenhance its production capacity, which is sutij¢o
risks and uncertainties. If the Group is unable tiacrease its production capacity, it may not be alib
achieve the desired level of production and revesuwhich may have an adverse effect on the Group's
financial condition, results of operations and burséss.

The Group is planning to increase its productigmacgty, which is one of the factors on which thecass of
the Group depends.

The Group's ability and efforts to enhance its nfacturing capabilities are subject to significaisks and
uncertainties, including: the Group's ability totaib funding and the Group's ability to obtain tleguired
approvals from relevant government authoritiescpuire additional facilities.

If the Group is unable to increase its productiapacity, it may not be able to achieve the dedieed| of
production and revenues, which may have an adwffeet on the Group's financial condition, resudfs
operations and business.
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3.5 Strategy

The Group's objective is to maintain and furtheerggthen its position as a market leader among stitne
producers of daily-use hygiene product machinek roterms of revenue and quality. The Group alstsdo
increase its international presence and increagdiritct international sales. To achieve this,Gineup intends
to implement the following goals:

- Extend sales in China to benefit from the expegmxvth in the daily-use hygiene product industry
there and expand its international coverage

- Establish international branches in the world’'s eleping regions (South Africa and Oceania), and
some already-developed markets (Turkey, CentraEastiern Europe)

- Strengthen brand recognition
- Further focus on R&D and quality enhancement , sischew generation of baby diaper machines
- Further increase production capacity

- Labor training and reserving for the coming produtextension

In 3Q 2014 the Company specified objectives coriogrrioreign expansion through conclusion of the
Marketing, Development and Collaboration Agreemeitih AST. By establishing of this strategic parstep
Peixin and AST will share technology and co-mawketo-owned portfolio of machines to the global reark
The parties will also combine their engineering amahufacturing and capabilities to develop a new bf
machines designed to offer the highest performatdbe best price available in the industry. At phesent
stage of cooperation AST cooperates with the Compaer new generation of baby diaper machine lime a
well as supports Peixin’s exhibitions (i.a. in Gemae Chengdu, Dubai — such cooperation at exhikstigets
more attention from the potential buyers). Furthemernin the opinion of the Company conclusion of #&D
Agreement will lead to further technological enhement of the products, as well as it will assur@pr use
of Peixin’s growing capacity and strengthen glglr@sence of both Parties. Cooperation with ASTiriged at
upgrading quality and efficiency of machines froiar t3 to tier 2 (higher speed, lower waste and fowe
production downtime ratio). Thanks to the cooperatigreement with AST the Company expects firseord
from American customer (pad production line) at then of 2014 and 2015 while an initial prototypk o
machine producing diapers for babies will be congaogby the Q1 2015. However the noticeable regilthe
cooperation with AST are contingent on completibrthe investment plan. The Company expects, thaemo
orders will be coming around the middle of nextrydetailed information on the Marketing, Developrhe
and Collaboration Agreement was disclosed in tireeoti report No 16/2014.

The Company would also like to use indirect distticin channel (distributors) especially to sell qgurots to
regions where direct presence is either impossidiesuboptimal, due to political situation, business
connections, etc. Such regions involve i.a. Afghtm, Syria or North Korea. Moreover the Compargsubke
business network established by distributors. Hafig@n some remote areas direct presence anthlesttenent

of business relations may need time, therefore are reasonable to use indirect distribution obharin 3Q
2014 the Company gains new agents with good resumeehave long and good relationship with clients, a
familiar about the end users from North Korea aad.|

It is worth to mention that among other activitisgpported by AST's cooperation, the Company laadam
advertising at Indian market as well as Peixin msmlae ad’s at the one of industrial magazines.
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Developing its strategy the Company’s increasedleyngent in production, R&D and trade departments by
total number of 53 employees. Increase of employmes visible in all departments besides manage et
administration.

3.6 Significant investment CAPEX

On 25 May 2014, the Company decided to adopt asstnvent plan (disclosed by the Company in the ourre
report No 12/2014). As at the date of publicatidntios report the Company is determined to purdwee t
presented investment plan, however mostly due dwesl than expected process of applying for building
permissions and other independent from the Companyinistrative law procedures, the Company assumes
that investments schedule, especially the firgjestaf it, may change. As the Company informed irresu
report No 11/2014€n Agreement on a land use rigtiistomary in China, especially in case of longetim
perspective and due to changing business enviranmeme clauses of such kind of agreements could be
subject to adjustments and further negotiationkinbaunder consideration mentioned above reasonehss
obligations raised on the basis of Agreement aand Lise right the Company commenced the negotiafitbn

the Government concerning purchase of the ploané,| especially in order to change terms of investm
execution schedule. So far the Company had moved ave step out of three required to gain constmuct
permit — the local authority granted it consente Tiext step will be environmental permission issbhgdhe
local government. At the next stage province adtilesrwill issue the final construction permit. 1R3Q 2014

the Company already commenced some initial cortsbruavorks of the new factory facilities, howevey b
virtue of law requirements the Company has to yefufither investment expenditures. Independentiynfr
factors described above as at the date of puldicati this report, the Company is in the processgedérmining

the execution of investment plan by a prism of ladlity of financing sources. The company is cathe
considering to spend RMB 50-60m from retain eartfilmghe investments.

3.7 Dividend policy

Since PEIXIN International Group N.V. was incorpgedhon 2 July 2013, the Group has not declaredamr p
any dividends to its shareholders so far. On therdband Peixin International BVI (see point 3. Itk Group
Structure) paid dividends from the its net profitsn 2009, 2010 and 2011 of EUR 1,124,000, EUR3,200
and EUR 6,267,000 respectively.

In connection with an update of investment plarldsed in current report No. 12/2014, on 25 MayZ4Qfhe
Company decided to adjust its foregoing dividenticgp particularly increasing payout ratio afteretlyear
2016.

Distribution percentage shall increase in timethesCompany currently executes significant investnman.
Company intends to pay future dividends in theofwlhg manner:

- 10-30% of consolidated profits for years 2014261in those year the Company shall pursue witltatien
of its investment plan, therefore final percentagdividend distribution should depend on pacenekestment
process, size of external financing acquired andusrinof internally generated funds,

- 30-50% of consolidated profits for year 2016,

- 50-70% of the consolidated profits for years ra#@16 — upon completion of investment plan therimally
generated sources should be sufficient enough to fomance any further investment needs (if reqi)irend
share significant portion of profits with sharehasl
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The dividend policy will be reviewed periodicallync payment of any future dividends will be effeetiv
made at the discretion of the Management Boardtlamdhareholders’ Meeting after taking into accdbst
Company’s earnings, cash flow, financial conditicapital investment requirements and other factors.

Good financial performance in 2013 allows the Conyp# maintain strategic commitment for the dividen
policy. For this purpose on 13 March 2014 the Managnt Board of the Company adopted a resolutiaih@n
intention to recommend to the Annual General Megtia distribute at the expense of the Company’'s
distributable consolidated net profit in the amoohEUR 1,560,000 in the aggregate, being an amoUBUR
0,12 per share. At the same day the SupervisorydBofathe Company have approved the proposal of the
Management Board.

Simultaneously the Annual General Meeting convoked4 April 2014 decided that the part of the peifit
generated by the Company in financial year 201&nmmunt of EUR 1,560,000 will be distributed to its
shareholders as a dividend in cash. Annual GerMegting set the dividend day on 6 May 2014 and the
dividend payment day on 16 May 2014.

3.8 Shareholders and shares
3.8.1 Share capital structure

As of 30 September 2014 the Company’s share cagatadisted of 13,000,000 ordinary shares with ainaim
value of EUR 1 each.

The Company has an authorized share capital of BQR00,000 consisting of 50,000,000 ordinary shares
with a nominal value EUR 1 of each.

3.8.2 Major shareholders and shares

As of 31 December 2013 the Company’s shareholslingture was as follows:

Shareholder number of shares % in the share
capital
Qiulin Xie (Principal Shareholder) 10,500,000 80.77%
Xinsheng Investment Holding Ltd - fully controll&g 0
Zhang Fan (Macau Resident) 600,000 4.62%
Jinyuan Investment Holding Ltd - fully controlleg b 0
Lee Meiging (HK Resident) 600,000 4.62%
others 1,300,000 09,99%
Total 13,000,000 100%

The Company’s shareholding structure as of the ddtepublication of hereby quarterly report, i.a.
14 November 2014 is set out in the table below:

% in the share

Shareholder No. of Shares capital
P.1. Investment Limited (wholly owned by Qiulin Xi€) ............ccccccuvnnnine 10,500,000 80.8
Xinsheng Investment Holding Ltd (wholly owned Bgn Zhang) .............. 600,000 4.6
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539,202 4.1
(@] 1 0= £, 1,360,798 10.5
10 = T 13,000,000 100.00

3.8.3 Issue of new shares

The Company’s share capital comprises 13,000,08fskwith a nominal value of EUR 1 each.

The Annual General Meeting held on 24 April 201graped a capital increase up to a maximum of 4(D,
new ordinary shares. Moreover on 11 June 2014 #gteedands Authority for the Financial Markefsiforiteit
Financiéle Marktehapproved the Company’s Prospectus prepared éopuhpose of offering by the Company
of up to 3,000,000 newly issued bearer shares lnaffering by Jinyuan Investment Holdings Ltd.upf to
600,000 existing bearer shares of the nominal valu&UR 1, totalling up to 3,600,000 shares with a
maximum offer price set at PLN 19 per share, ardattimission to trading on the Warsaw Stock Exchafige
up to 3,000,000 newly issued shares. The Prospessalso passported to the Polish Financial Sigenv
Authority (Komisja Nadzoru Finansowepo

However, due to unfavorable market conditions, 8nJdine 2014 the Company in agreement with the Lead
Manager decided to cancel the Offering.

Consequently in 3Q 2014 the Company did not issue @debt securities nor made any repurchases or
repayments of debt or equity securities.

3.8.4 Changes in ownership of shares and rights to shat®s Management Board
members in the six month ended 30 September 201d antil the date of
publication of the report

At the date of publication of this quarterly repoid the best of the Company’'s knowledge none ef th
Management Board members, other than Mr. Xie, tiglsttly Company’s shares or rights to shares.

3.8.5 Changes in ownership of shares and rights to shat®s Supervisory Board
members in the six month ended 30 September 201d amtil the date of
publication of the report

To the best of the Company’s knowledge none oftpervisory Board members held Company’s shares or
rights to shares in the three months ended 30 ®éete2014 and until the date of publication of tusrterly
report and there was no changes in their sharetgplli the number of rights to shares.

3.8.6 Special rights to control over the Company
There are no Company’s shares that give speciatsrig control over the Company to shareholders.
3.9 Corporate bodies

The Company has a two-tier board structure congjgif a Management Board and a Supervisory Bodrd. T
Management Board is the statutory executive bodyiamesponsible for the day-to-day managemenhef t
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Company, including, amongst other things, formuattihe Company's strategies and policies and gedtial
achieving the Company's objectives. The SuperviBagrd supervises and advises the Management Bloard.
addition, Supervisory Board approval is requiredcirtain important decisions of the Managementr@oa

3.9.1 Management Board

The Management Board members were appointed b@é¢ineral Meeting on 9 September 2013 for a period of
four years, provided that the members of the Mamage Board retire periodically in accordance with a
rotation plan drawn up by the Supervisory Board.

As of 30 September 2014 the Management Board wrapased of the following members:

Name Age Position Member since Term End of term

Qiulin Xie 55 Chairman 2 July 2013 4 years the date of theannu
General Meeting in 2017

Hongyan Dai 34 Chief Financial Officer 9 Septemb@t? 3 years the date of the annual
General Meeting in 2016

Kaida Xie 28 Sales and Marketing Manager 9 Septe@®&3 2 years the date of the annual
General Meeting in 2015

Bas Xue 38 Administrative Manager 2 July 2013 4 years the of the annual
General Meeting in 2018

3.9.2 Supervisory Board

As of 30 September 2014 the Supervisory Boardogagposed of the following members:

Name Age Position Independent Member since Term End of term

the date of the annual
Ya Li 35 Chairman No 10 September 2013 4 years General Meeting in 2017

the date of the annual

Ming Shen 52 Member Yes 10 September 2013 4 years General Meeting in 2017
Liem Tsong the date of the annual
Lucien Tjon 53 Member Yes 10 September 2013 3 years General Meeting in 2016
Jaroslaw

Dariusz the date of the annual
Dabrowski 50 Member Yes 10 September 2013 2 years General Meeting in 2015

the date of the annual
Rongfu Wu 29 Member No 10 September 2013 4 years General Meeting in 2018
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4. Other information

4.1 Environmental matters

Waste generated by the Group in the productionge®dincludes steel scrap and waste from test fures.
Group holds the required waste discharge permithvisi valid until 21 April 2016. The permit is remable.

4.2 Employee matters

The following table presents the number of empleyafehe Group as of the end of 2013 and as of B3 2

2013 3Q 2014
Management and administration 36 36
Production and assembly 376 413
R&D 23 33
Sales 23 29
Total 458 511

5. Statement of the Management Board

Statement of the Management Board of Peixin Intewnal Group N.V. on compliance of the consolidated
quarterly financial statements:

The Management Board of Peixin International Grbiyd. hereby represent that to the best of theivkedge:

— quarterly financial statements of Peixin Inteioiadl Group N.V. for the period ended 30 Septenifi4
and the comparable information are prepared inrdeoee with the applicable accounting,

— the quarterly accounts for the period ended 3#te®eber 2014 give a true and fair view of the asgbe
liabilities, the financial position and the profisthe loss of the Company and the joint ventimelsided in the
consolidation,

— the quarterly report for the period ended 30 &aper 2014 give a true and fair view of the imparvents
of the past six-month period and their impact ahhlf-year financial statements, as well as thecjpal risks
and uncertainties for the six-month period to coamg] the most important related party transactions.

Members of the Management Board:

Qiulin Xie Chairman --- signed ---
Hongyan Dai Chief Financial Officer --- signed ---
Kaida Xie Sales and Marketing Manager --- signed ---
Bas Xue Administrative Manager --- signed ---

14 November 2014 Amsterdam, The Netherlands.
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Consolidated statement of comprehensive income

Notes 3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR '000 EUR ‘000 EUR ‘000 EUR

Revenue 8 15,608 17,705 42,998 49,269
Cost of sales 9 -9,94p -11,203 -27,166 -30,924
Gross profit 5,661 6,502 15,832 18 345
Other income 10 0] 113 235 157
Distribution and selling expenses 11 -248 -341 -785 -913
Administrative expenses 12 -387 -355 -1,134 -1,292
Research and development expenses 11 +265 -654 -778 -1,314
Profit from operations 4,851 5,265 13,370 14,983
Other gains and losses 5 -30 23 -31
Finance income 12 10 g
Finance costs 14 -5b -64 -180 -164
Profit before tax 4,813 5,175 13,315 14,852
Income tax expense 15 -833 -811 -2,084 -2,284
Profit for the period 3,980 4,364 11,231 12,568
Other comprehensive income
Items that will be reclassified to profit or los$
Currency translation differences -990 3,916 -95 4,002
Total comprehensive income for the period 2,990 8,280 11,136 16,570
Attributable to:
Owners of the Company 2,990 8,280 11,136 16,570
Earnings per share - basic EUR 18 0.34 0.64 0.94 1.27




PEIXIN International Group N.V. - consolidated financial statements 3Q 2014
all data in thousand EUR, unless stated otherwise

Consolidated statement of financial position

Notes 31/12/2013 30/09/2014
‘000 EUR ‘000 EUR
Property, plant and equipment 13,012 15,731
Land 5,683 15,337
Investment properties 604 14
Other deferred assets 610 958
Non-current assets 19,909 32,040
Inventories 19 7,953 12,748
Trade and other receivables 21 10,204 11,925
Prepaid lease payments 22 24
Bank balances and cash 22 11,983 12,514
Current assets 30,162 37,211
Trade and other payables 23 3,159 4,116
Related parties payables 24 231 667
Advance from customers 25 3,653 2,011
Income tax payable 792 868
Bank borrowings 26 - 4,299
Current liabilities 7,835 11,961
Net current assets 22,327 25,250
Total assets less current liabilities 42,236 57,290
Non-current liabilities - -
Net asset 42, 236 57,290
Share/paid-in capital 27 13,000 13,000
Reserves 28 29,236 44,290
Total equity 42,236 57,290




PEIXIN International Group N.V. - consolidated financial statements 3Q 2014
all data in thousand EUR, unless stated otherwise

Consolidated statement of cash flow

3Q 2013 3Q 2014 1-3Q 2013| 1-3Q 2014

‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
OPERATING ACTIVITIES
Profit before tax 4,813 5,175 13,315 14,852
Adjustments for:
Finance costs 55 64 180 164
Interest income -12 -13 -102 -64
Depreciation of property, plant and equipment 341 242 1,006 1,076
Amortisation of prepaid lease payments 6 6 17 17
Amortisation of investment properties 12 0 36 1
Amortisation of other deferred assets 49 206 147 470
VO\/g;el(riitgllnga;?[? flows before movements in 5,264 5,680 14,599 16,516
(Increase) / Decrease in inventories -1,450 -2,311 -3,865 -4,795
(Increase) / Decrease in trade and other receisable 4,430 -1,692 -5,548 -1,721
(Increase) / Decrease in other deferred assets - - -752
Increase / (Decrease) in related parties payables - 57 - 436
Increase / (Decrease) in trade and other payables 519 16 1,441 957
Increase / (Decrease) in advance from customers 6861, 413 2,546 -1,642
Cash generated from operations 10,449 2,163 9,173 8,999
Income taxes paid -777 -887 -1,895 -2,271
Net cash from operating activities 9672 1,276 7,278 6,728
INVESTING ACTIVITIES
Interest received 12 13 102 64
Purchase of property, plant and equipment - -184 - -2,072
Purchase of land use right - -1,546 - -8,678
Net cash used in investing activities 12 -1,717 102 -10,686
FINANCING ACTIVITIES
Interest paid -55 -64 -180 -164
Dividends paid - - - -1,516
New bank loans raised - - - 3,997
Repayment of borrowings -726 - -594 -
Capital injection 45 - 45 -
Net cash used in financing activities -736 -64 -729 2,317
Net increase in cash and cash equivalent 8,948 -505 6,651 -1,641
Effects of currency translation -677 2,097 -141 2,172
Cash and cash equivalents at beginning of period 9,674 10,922 11,43 11,99
Cash and cash equivalents at end of period 17,945 12,514 17,945 12,514




PEIXIN International Group N.V. - consolidated financial statements 3Q 2014
all data in thousand EUR, unless stated otherwise

Consolidated statement of changes in equity

Statutory
Foreign currency surplus Retained Results for
Share capital _Share premium__translation reserve _ serve _profits _the year ___Total
KEUR KEUR KEUR KEUR KEUR EWR KEUR
(Note27) (Note28) (Note28) (Note28) (Note28)
Balance at 1 January 2013 41 3,302 2,179 1,630 5,609 11,369 24,130
Result appropriation - - - - 11,369 -11,369 -
Profit for the period - - - - - 11,312 11,312
Other comprehensive income for the period - - -133 - - - -133
Balance at 30 September 2013 41 3,302 2,046 1,630 16,978 11,312 35,309
Profit for the period - - - - - 4,460 4,460
Other comprehensive income for the period - -607 -558 - - - -1,165
Appropriation to statutory surplus reserve - - - 1,007 -1,007 - -
Shares transferred from BVI to N.V. 41 41 - - - - -
Capital injection 45 - - - - - 45
Share capital injected by contribution of shares ,998 16,976 - - -28,931 - -
Share capital injected by IPO 1,000 2,587 - - - - 3,587
Balance at 31 December 2013 13,000 22,299 1,488 2,637 -12,960 15,772 42,236
Result appropriation - - - - 15,772 -15,772 -
Profit for the period - - - - - 12,568 12,568
Other comprehensive income for the period - - 4,002 - - - 4,002
Payment of dividends - - - - -1,516 - -1,516
Balance at 30 September 2014 13,000 22,299 5,490 2,637 1,296 12,568 57,290




Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

GENERAL INFORMATION

Peixin International Group N.V. (the “Company”) tise vehicle created for listing shares on the
Warsaw Stock Exchange. Peixin International Groulp'.Ns a public limited liability company
(naamloze vennootschap) incorporated under Dutehblaa notarial deed dated 2 July 2013. The
Company has its statutory seat (statutaire zeteAmsterdam, the Netherlands and its registered
office at Prins Bernhardplein 200, 1097 JB Amstardidne Netherlands. The Company is registered
with the trade register of the Chamber of Commencé&msterdam, the Netherlands, under the
number 58288449. The Company operates under Daxch |

Peixin International Group Ltd. (“Peixin Internati BVI") is a limited company incorporated in

the British Virgin Islands ("BVI") on 29 June 20(¥ Xie Qiulin. The registered office of the

Company is situated at Akara Bldg., 24 De Castree®t Wickhams Cay I, Road Town, Tortola,
British Virgin Islands. The principal business a@i®n International BVI is through its subsidiaries

Fujian Peixin Machine Manufacture Industry Co.,.L{tFujian Peixin"), Quanzhou Peixin Machine
Manufacture Industrial Co., Ltd. ("Quanzhou PeiXiahd Baixin Industry Co., Ltd. ("*Quanzhou

Baixin”) in the People's Republic of China ("PRCThe address of the principal place of Fujian
Peixin, Quanzhou Peixin and Quanzhou Baixin isldsgd in Note 2.

The principal activities of the Company and its |dlaries (the "Group") are the research and
development, manufacturing and trading of daily-paper machinery. Its market mainly locates in
PRC.

GROUP REORGANISATION AND BASIS OF PRESENTATION OFOBISOLIDATED
FINANCIAL STATEMENTS

As at 30 September 2014, the Group comprised op#inent company Peixin International Group
N.V. (registered under the Dutch law with its seatAmsterdam) and four subsidiaries: Peixin
International Group Ltd. (Peixin International BYFujian Peixin Machine Manufacture Industry
Co., Ltd. (Fujian Peixin), Quanzhou Peixin MachiM@nufacture Industry Co., Ltd. (Quanzhou
Peixin) and Baixin Industry Co., Ltd. (Quanzhou>Biaj.

Peixin International Group N.V. is the sole shatdbn whereas Peixin International Group Ltd.
(Peixin International BVI) is a sole shareholder tbhfee subsidiaries: Fujian Peixin Machine
Manufacture Industry Co., Ltd., Quanzhou Peixin Mae Manufacture Industry Co., Ltd. and
Baixin Industry Co., Ltd.

On 14 August 2013 all shares in Peixin Internatiddeoup Ltd. (Peixin International BVI) were
contributed to the Company in exchange for newduésl shares in the share capital of the Company
as a part of the Group restructuring in connectigh the public offering.

Peixin International BVI was established by Xie @iwith a share capital of USD 50,000 divided
into 50,000 shares with a par value of USD 1 e@ech7 February 2013 Xie Qiulin transferred 2,500
shares to Jinyuan Investment Holding Ltd., 2,508re$ to Xinsheng Investment Holding Ltd. and
1,250 shares to Best Fortune Investment Enterprisgted. On 14 August 2013 Xie Qiulin,
Xinsheng Investment Holding Ltd., Jinyuan Investieolding Ltd. and Best Fortune Investment
Enterprise Limited contributed all their sharesHeixin International BVI to the Company in
exchange for shares in the share capital for thrapany.

Due to the fact that the Company was incorporate@ duly 2013, there is no historical financial
information relating to the Company for the fullayeended 31 December 2013. The consolidated
figures of Peixin International Group Ltd. (Peitimernational BVI) have been used as comparative
figures for the interim consolidated financial staents of comprehensive income.



Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

GROUP REORGANISATION AND BASIS OF PRESENTATION OFOBISOLIDATED
FINANCIAL STATEMENTS-continued

As at 30 September 2014 and the date of approvleotonsolidated financial statements,
Peixin International Group N.V. had the followingp@ly-owned subsidiaries:

Place and date of

Name of entity establishment Reqistered capital _ndiral activities
Fujian Peixin (i) Quanzhou, HKD 50,000,000 Manuimet of daily-
used

Fujian Province, PRC paper machinery

8 November 2006
Quanzhou Peixin (ii) Quanzhou, RMB 5,800,000 Maotufee of daily-
used

Fujian Province, PRC paper machinery

28 November 1994
Peixin International BVI (iii) British Virgin Islads, USD 50,000 Investing

29 June 2004
Quanzhou Baixin (iv) Yongchun, PRC RMB 50,000,000 Manufacture of daily-
used

18 April 2014 paper machinery

0) Fujian Peixin was established by Peixin Internaid®Vl on 8 November 2006 with a registered

capital of Hongkong Dollar 28,800,000. The regetiecapital was increased to Hongkong Dollars
50,000,000 in November 2013.

(i) Quanzhou Peixin was established on 28 November $#®va registered capital of Renminbi
5,000,000 by Yee Lung Enterprise Co., Ltd. (30%eskapital) where Xie Qiulin being the ultimate
controlling party and Quanzhou Licheng Light Indy$flachinery Factory (70% share capital). The
registered capital was increased to Renminbi 50800in November 2002 and the entire share
capital of Quanzhou Peixin was transferred to Réngernational BVI in June 2006.

(iii) Peixin International BVI was established by Xie lpiwith a share capital of USD 50,000 divided
into 50,000 shares with a par value of USD 1 e@ch? February 2013 Xie Qiulin transferred 2,500
shares to Jinyuan Investment Holding Ltd., 2,5C80eshto Xinsheng Investment Holding Ltd. and
1,250 shares to Best Fortune Investment Enterpiiisded. On 14 August 2013 Xie Qiulin,
Xinsheng Investment Holding Ltd., Jinyuan Investtridalding Ltd. and Best Fortune Investment
Enterprise Limited contributed all their sharesFaixin International BVI to the Company in
exchange for shares in the share capital for timep@ay.

(iv) Quanzhou Baixin was established on 18 April 2014hvé registered capital of Renminbi
50,000,000.



Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

GROUP REORGANISATION AND BASIS OF PRESENTATION OFOBISOLIDATED
FINANCIAL STATEMENTS-continued

As of 30 September 2014, the Company’s sharelgpktimicture was as follows:

Shareholder No. of shares % in the share capital

P.1. Investment Limited
- fully controlled by Mr Xie Qiulin (Principal 10,500,000 80.8%
Shareholder)
Xinsheng Investment Holding Ltd
- fully controlled by Mr Zhang Fan (Macau 600,000 4.6%
Resident)
Jinyuan Investment Holding Ltd
- fully controlled by Mr Li Meiging (HK 571,462* 4.4%*
Resident)
Best Fortune Investment Enterprises Limited
- fully controlled by Mr Johnny Chen (US 300,000 2.3%
Resident)
Market 1,000,000 7.9%

Total 13,000,000 100%

As of the date of publication of 3Q 2014 repos, L4 November 2014 this shareholder decreassthke to
539,202 shares which constituted 4.1% in the stepéal.

APPLICATION OF NEW AND REVISED INTERNATIONAL FINANGAL REPORTING
STANDARDS (IFRSS)

Except as described below, for the period ende8&ftember 2014 the Company has consistently
adopted all the new and revised standards, amendna@d interpretations (collectively IFRSSs)
issued by the International Accounting StandardarBq"IASB") and the IFRS Interpretations
Committee (formerly known as "International FinaicReporting Interpretations Committee"
("IFRIC")) of the IASB as adopted by the Europeamadh ("adopted IFRSs") that are effective for
financial year beginning on 1 January 2014 in theppration of the consolidated financial
statements throughout the Periods.

The Company has applied the following new and exVistandards, amendments or interpretations
that have been issued and effective during thertieygoperiod:

IAS 27 (Revised 2011) Separate Financialké&nents

IAS 28 (Revised 2011) Investments in AssociatesJamat Ventures

IFRS 10 Consolidated FinanciaiaBments

IFRS 11 Joint Arangements

IFRS 12 Disclosure of Interests in Other Entities

IAS 32 (Amendments) Offsetting Financial Assetd &imancialLiabiliti es
IFRIC 21 Levies

IFRIC 20 Stripping Costs in the Production Phase 8tirfacéViine

Its application has had no impact on the consaififinancial statements.



Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

3. APPLICATION OF NEW AND REVISED INTERNATIONAL FINANCAL REPORTING
STANDARDS ("IFRSs") - continued

At the date these consolidated financial statemargsuthorized for issuance, the IASB has issued
the following new and revised International AccoogtStandards ("IASs"), IFRSs, amendments

and IFRICs which are not yet effective in respddhe years. The Company has not early applied
the following new and revised standards, amendmenisterpretations that have been issued but
are not yet effective:

IFRS 14 Regulatory Deferral Accounts
IAS 16 (amendments) Property, Plant and Equipment
IAS 19 (amendments) Employee Benefits

IAS 38 (amendments) Intangible Assets

IFRS 11 (amendments) Joint Arrangements

Annual Improvements 2010-2012 Cycle
Annual Improvements 2011-2013 Cycle

The directors of the Company anticipate that th@iegtion of the new and revised standards,
amendments or interpretations will have no matdrgbact on the consolidated financial
statements of the Company.

4.SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies adopted in theparation of the financial statements are set
out below. The policies have been consistently iadplo all the years presented, unless
otherwise stated.

Basis of preparation

The consolidated financial statements have begpaped on the historical cost basis and in
accordance with International Financial Reportirtgn8ards as adopted by the European
Union. These interim consolidated financial statetméhave been prepared in accordance
with 1AS 34 ‘Interim financial reporting’. They daot include all disclosures that would
otherwise be required in a complete set of findnstatements and should be read in
conjunction with the 2013 annual report. The ppatiaccounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporagfinancial statements of the Company
and entities controlled by the Company (its sulasids). Where the company has control
over an investee, it is classified as a subsidiinge company controls an investee if all three
of the following elements are present: power oher investee, exposure to variable returns
from the investee, and the ability of the invedimruse its power to affect those variable
returns. Control is reassessed whenever facts ieturstances indicate that there may be a
change in any of these elements of control.

Where necessary, adjustments are made to the i@hatatements of subsidiaries to bring
their accounting policies into line with those udmdother members of the Group. All intra-
group transactions, balances, income and expensesiminated on consolidation.



Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

4.SIGNIFICANT ACCOUNTING POLICIES —continued

Foreign currencies

Functional and presentation currency

Items included in the financial statements are mmeasusing the currency of the primary
economic environment in which the entity operatks (functional currency"”).

The Group conducts its business predominatelye@nPRC and hence its functional currency
is the Renminbi (RMB).

The shareholders of the Company made use of a Dok listed company which acts as
parent (holding) company. Therefore the financialtesnents of the company have been
presented in EUR. Translation from RMB to EUR fountakce at the following rates:

Period end rates Average rates
30 September 2013 EUR 1.00= RMB 8.2983 EUR 1.00BRM867
31 December 2013 EUR 1.00=RMB 8.4189 EUR 1.00=FavZB396
30 September 2014 EUR 1.00=RMB 7.8049 EUR 1.00=F3\2B69

The results and financial positions in functionairency are translated into the presentation
currency of the Company as follows:

(1) Assets and liabilities for each balance sipeesented are translated at the closing rate at
the date of that balance sheet;

(2) Income and expenses for each income stateaneritanslated at average exchange rates
(unless this average is not a reasonable approwimat the cumulative effect of the rates
prevailing on the transaction dates, in which daseme and expenses are translated at the
dates of the transactions);

(3) Share equity, share premium and dividendsrareslated at historical exchange rates;
and

(4) All resulting exchange differences are recogth in translation reserve, a separate
component of equity.

Transactions and balances

Foreign currency transactions are measured anddeatan the functional currency using the

exchange rates prevailing at the dates of the ddiosis. Monetary assets and liabilities

denominated in foreign currencies are translatethatclosing rate ruling at the respective

balance sheet dates. Foreign exchange gains aseklossulting from the settlement of such
transactions and from the translation at year-excxhange rates of monetary assets and
liabilities denominated in foreign currencies ageagnized in the income statement.

Non-monetary items are measured in terms of hebreost in a foreign currency are
translated using the exchange rates as at theofldtes initial transactions. Non-monetary
items measured at fair value in a foreign currem®ytranslated using the exchange rates at
the date when the fair value was determined.



Peixin International Group N.V.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Segment reporting

Operating segments, and the amounts of each segieant reported in the financial
statements, are identified from the financial infation provided regularly to the Group’s
most senior executive management for the purpdsabogating resources to, and assessing
the performance of, the Group’s various lines cfibeiss and geographical locations.

Individually material operating segments are najragated for financial reporting purposes
unless the segments have similar economic chaistaterand are similar in respect of the
nature of products and services, the nature of ymtomh processes, the type or class of
customers, the methods used to distribute the ptedur provide the services, and the nature
of the regulatory environment. Operating segmerighvare not individually material may
be aggregated if they share each of these criteria.

Revenue recognition

Revenue is measured at the fair value of the cerdidn received or receivable and
represents amounts receivable for goods sold inntrenal course of business, net of
discounts and sales related taxes.

Revenue from the sale of goods is recognized wheineafollowing conditions are satisfied:

e the Group has transferred to the buyer the sigmificisks and rewards of ownership of the goods;

e the Group retains neither continuing manageriabimement to the degree usually associated
with ownership nor effective control over the gosadd;

e the amount of revenue can be measured reliably;

e it is probable that the economic benefits assodiatéh the transaction will flow to the
Group;

e and the costs incurred or to be incurred in respéthe transaction can be measured reliably.

Specifically, revenue from sale of goods is recegdiwhen the goods are delivered and title
has passed.

Interest income from a financial asset is accruea time basis, by reference to the principal
outstanding and at the effective interest rate iegple, which is the rate that exactly
discounts the estimated future cash receipts throlg expected life of the financial asset to
that asset's net carrying amount on initial recigmi



Peixin International Group N.V.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Research and development expenditure

Expenditure on research activities is recognizedragxpense in the period in which it is
incurred. An internally-generated intangible asseding from development is recognized if,
and only if, all of the following have been demoattd:

e the technical feasibility of completing the intablgi asset so that it will be available fase
or sale;

e the intention to complete the intangible asset aswl or sell it;
e the ability to use or sell the intangible asset;
e how the intangible asset will generate probablereieconomic benefits;

e the availability of adequate technical, financialather resources to complete the
development and to use or sell the intangible asset

e the ability to measure reliably the expenditureibtitable to the intangible asset during its
development.

Cost that are directly attributable to the develeptphase of new products and designs are
also expensed if they do not yet meet the critieribe recognized as an intangible asset in
accordance with IAS 38.

Borrowing costs

Borrowing costs directly attributable to the acgtos, construction or production of
qualifying assets, which are assets that necegdakie a substantial period of time to get
ready for their intended use or sale, are addéldet@ost of those assets until such time as the
assets are substantially ready for their intendedan sale.

All other borrowing costs are recognized in prafitloss in the period in which they are
incurred.

Retirement benefit costs

Pursuant to the relevant regulations of the PRG&gowuent, the Group participates in a local
municipal government retirement benefits scheme (8cheme”), whereby the subsidiaries
located in the PRC are required to contribute #éagepercentage of the basic salaries of its
employees to the Scheme to fund their retiremenefits. The local municipal government
undertakes to assume the retirement benefits dioigaof all existing and future retired
employees of the subsidiaries located in the PR dnly obligation of the Group with
respect to the Scheme is to pay the on-going requaontributions under the Scheme
mentioned above. Contributions under the Schemelaed to the profit or loss as incurred.
There are no provisions under the Scheme wheretigited contributions may be used to
reduce future contributions. These plans are censt defined contribution plans. The
Group has no legal or constructive obligations &g further contributions after its payment
of the fixed contributions into the national pemsischemes. Contributions to national
pension schemes are recognized as an expense frerilbel in which the related service is
performed.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Taxation
Income tax expense represents the sum of the taantly payable and deferred tax.

The tax currently payable is based on taxable piafithe period, and the best estimate of the
weighted average annual income tax rate expectethéfull financial year. The Group's
liability for current tax is calculated using taates that have been enacted or substantively
enacted by the end of the reporting period.

Deferred tax is recognized on temporary differermetsveen the carrying amounts of assets
and liabilities in the consolidated financial statts and the corresponding tax bases used in
the computation of taxable profit. Deferred taxbiidies are generally recognized for all
taxable temporary differences.

Deferred tax assets are generally recognized fademluctible temporary differences to the
extent that it is probable that taxable profitsl w# available against which those deductible
temporary differences can be utilized. Such defertax assets and liabilities are not
recognized if the temporary difference arises frgoodwill or from the initial recognition
(other than in a business combination) of otheetasand liabilities in a transaction that
affects neither the taxable profit nor the accaunprofit.

Deferred tax liabilities are recognized for taxaldenporary differences associated with
investments in subsidiaries, except where the Gisugble to control the reversal of the
temporary difference and it is probable that thegerary difference will not reverse in the
foreseeable future. Deferred tax assets arisingn frdeductible temporary differences
associated with such investments are only recodniaethe extent that it is probable that
there will be sufficient taxable profits againstiahto utilize the benefits of the temporary
differences and they are expected to reverse ifotieseeable future.

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

Deferred tax assets and liabilities are measurdbeatax rates that are expected to apply in
the period in which the liability is settled or thsset realized, based on tax rates (and tax
laws) that have been enacted or substantively eddmt the end of the reporting period. The
measurement of deferred tax liabilities and asesftects the tax consequences that would
follow from the manner in which the Group expedasthe end of the reporting period, to
recover or settle the carrying amount of its asgetkliabilities.

Current and deferred tax are recognized in profibss, except when they relate to items that
are recognized in other comprehensive income ectlyrin equity, in which case, the current
and deferred tax are also recognized in other cehgmsive income or directly in equity

respectively. Where current tax or deferred taxsesrifrom the initial accounting for a

business combination, the tax effect is includedthe accounting for the business

combination.



Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

SIGNIFICANT ACCOUNTING POLICIES - continued

Property, plant and equipment

Property, plant and equipment ("PPE") includingldings held for use in the production or
supply of goods or services, or for administrapueposes other than construction in progress
are stated at cost less subsequent accumulatedcddfmn and accumulated impairment
losses.

Depreciation is provided to write off the cost t#ms of property, plant and equipment other
than construction in progress over their estimatgeful lives and after taking into account of
their estimated residual value, using the straligietmethod.

Construction in progress includes property, plamt equipment in the course of construction
for production or for its own use purposes. Cortitom in progress is carried at cost less any
recognized impairment loss. Construction in praglielassified to the appropriate category
of property, plant and equipment when completedraady for intended use. Depreciation of
these assets, on the same basis as other propsetyg,acommences when the assets are ready
for their intended use.

An item of property, plant and equipment is derexogd upon disposal or when no future
economic benefits are expected to arise from timtiraeed use of the asset. Any gain or loss
arising on derecognition of the asset (calculatedha difference between the net disposal
proceeds and the carrying amount of the item) e¢tuded in profit or loss in the period in
which the item is derecognized.

Investment property

Investment property, principally comprising leadehland and buildings, is held for long-
term rental yields or for capital appreciation othy and that is not occupied by the group. It
also includes properties that are being constructedeveloped for future use as investment
properties.

Investment property is initially measured at caostluding related transaction costs and
where applicable borrowing costs. After initial ogaition, investment properties are

measured under the cost model that they are recedjait cost and depreciated systematically
over its useful life.

Other deferred assets

Other deferred assets, principally comprising castsplant greening project and office
building renovation, are held for administrativergmses. Other deferred assets are initially
measured at cost and amortized systematicallyits/aseful life.

Prepaid investments

Prepaid investments are principally comprising @&payments for machineries and land use
right. The amount will be transferred to propenant and equipment and prepaid lease
payments when the constructions are completed.
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SIGNIFICANT ACCOUNTING POLICIES - continued

Leased assets

Where substantially all of the risks and rewarasdental to ownership of a leased asset have
been transferred to the Group (a "finance leas®y, asset is treated as if it had been
purchased outright. The amount initially recogdizs an asset is the lower of the fair value
of the leased property and the present value ofminénum lease payments payable over the
term of the lease. The corresponding lease conenitns shown as a liability. Lease
payments are analyzed between capital and intefBs¢ interest element is charged to the
consolidated statement of comprehensive income oler period of the lease and is
calculated so that it represents a constant priopoof the lease liability. The capital element
reduces the balance owed to the lessor.

Where substantially all of the risks and rewardsdental to ownership are not transferred to
the Group (an "operating lease"), the total renpalgable under the lease are charged to the
consolidated statement of comprehensive income sira@ht-line basis over the lease term.
The aggregate benefit of lease incentives is razednas a reduction of the rental expense
over the lease term on a straight-line basis.

Inventories

Inventories are stated at the lower of cost andreaizable value. Costs of inventories are
determined using the weighted average method. éddizable value represents the estimated
selling price for inventories less all estimatedtsoof completion and costs necessary to
make the sale.

Financial instruments

Financial assets and financial liabilities are gggped on the consolidated statements of
financial position when a group entity becomes dypt the contractual provisions of the
instrument.

Financial assets and financial liabilities areially measured at fair value. Transaction costs
that are directly attributable to the acquisition issue of financial assets and financial
liabilities are added to or deducted from the fatue of the financial assets or financial
liabilities, as appropriate, on initial recognition

Financial assets

The Group's financial assets are classified aslaad receivables.

Effective interest method

The effective interest method is a method of calod) the amortized cost of a financial asset
and of allocating interest income over the relevaariod. The effective interest rate is the

rate that exactly discounts estimated future cashipts (including all fees and points paid or

received that form an integral part of the effeetiaterest rate, transaction costs and other
premiums or discounts) through the expected liftheffinancial asset, or, where appropriate,

a shorter period to the net carrying amount oriailniecognition.

Interest income is recognized on an effective egebasis for debt instruments.
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Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instruments-continued

Financial assets-continued

Loans and receivables

Loans and receivables are non-derivative finaneissets with fixed or determinable
payments that are not quoted in an active marlang and receivables (including trade and
other receivables, related parties receivablesigelé bank deposits and bank balances and
cash) are measured at amortized cost using thetigéenterest method, less any impairment
(see accounting policy on impairment loss on |lcengs receivables below).

Impairments of loans and receivables

Loans and receivables are assessed for indicatanspairment at the end of the reporting
period. Loans and receivables are impaired whereetls objective evidence that, as a result
of one or more events that occurred after thealnrgcognition of the loans and receivables,
the estimated future cash flows of the loans andivables have been affected.

Objective evidence of impairment could include:
e significant financial difficulty of the issuer ooanterparty;
e default or delinquency in interest or principal pants;

e it becoming probable that the borrower will entankruptcy or financial reorganization.

For certain categories of financial asset, suckrae and other receivables, assets that are
assessed not to be impaired individually are subs#ty assessed for impairment on a
collective basis. Objective evidence of impairmimnta portfolio of receivables could include
the Group's past experience of collecting paymeantd, increase in the number of delayed
payments in the portfolio past the average creéitod, observable changes in national or
local economic conditions that correlate with défan receivables.

An impairment loss is recognized in profit or lagken there is objective evidence that the
asset is impaired, and is measured as the differbatween the asset’s carrying amount and
the present value of the estimated future cashsfloigcounted at the original effective
interest rate.

The carrying amount of the loans and receivablesdsiced by the impairment loss directly
for all financial assets with exception of traded asther receivables, where the carrying
amount is reduced through the use of an allowanceumt. Changes in carrying amount of
the allowance account are recognized in profitogsl When a trade and other receivable are
considered uncollectible, it is written off againgte allowance account. Subsequent
recoveries of amounts previously written off aredited to profit or loss.

If, in a subsequent period, the amount of impairmess decreases and the decrease can be
related objectively to an event occurring after thgairment losses was recognized, the
previously recognized impairment loss is reversedugh profit or loss to the extent that the
carrying amount of the asset at the date the imyat is reversed does not exceed what the
amortized cost would have been had the impairmetib@en recognized.
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Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

SIGNIFICANT ACCOUNTING POLICIES - continued

Financial instruments-continued

Financial assets-continued

Cash and cash equivalents

Cash and cash equivalents comprise cash at bankrahdnd, demand deposits with banks
and other financial institutions, and short-ternghly liquid investments that are readily
convertible into known amounts of cash and which subject to an insignificant risk of
changes in value, having been within three montimsaturity at acquisition.

Financial liabilities and equity

Financial liabilities and equity instruments issuogda group entity are classified according to
the substance of the contractual arrangementseehieto and the definitions of a financial
liability and an equity instrument.

An equity instrument is any contract that evidenaesesidual interest in the assets of the
Group after deducting all of its liabilities.

Effective interest method

The effective interest method is a method of calindg the amortized cost of a financial
liability and of allocating interest expense ovee televant period. The effective interest rate
is the rate that exactly discounts estimated futash payments (including all fees and points
paid or received that form an integral part of éfiective interest rate, transaction costs and
other premiums or discounts) through the expedfedof the financial liability, or, where
appropriate, a shorter period to the net carrymgunt on initial recognition.

Interest expense is recognized on an effectiveastdasis.
Financial liabilities

Financial liabilities including trade and other phies advance from customers and bank borrowings
are subsequently measured at amortized cost, theneffective interest method.

Equity instruments

Equity instruments issued by the group entitiesramrded at the proceeds received, net of direct
issue costs.

Derecognition

Financial assets are derecognized when the rightceive cash flows from the assets expire
or, the financial assets are transferred and tlo&iishas transferred substantially all the risks
and rewards of ownership of the financial ass&#s derecognition of a financial asset, the
difference between the asset's carrying amountt@dum of the consideration received and
receivable is recognized in profit or loss.

Financial liabilities are derecognized when thagailon specified in the relevant contract is
discharged, cancelled or expires. The differereterden the carrying amount of the financial
liability derecognized and the consideration paid payable is recognized in profit or loss.

12



Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

4. SIGNIFICANT ACCOUNTING POLICIES - continued

Capital and Reserves

Share capital represents the nominal value of shidn@ have been issued by the Group.
Share capital is determined using the nominal vefighares that have been issued.

Retained profits include all current and prior pdriresults as determined in the combined
statement of comprehensive income.

Foreign currency translation differences arisinglantranslation are included in the currency
translation reserve.

In accordance with the relevant laws and regulatiohPRC, the subsidiaries of the Group
established in PRC are required to transfer 10%tsofannual statutory net profit (after
offsetting any prior years’ losses) to the statyt@serve. When the balance of such reserve
reaches 50% of the subsidiary’s share capital,fartiger transfer of its annual statutory net
profit is optional. Such reserve may be used tsatficcumulated losses or to increase the
registered capital of the subsidiary subject to #mpproval of the relevant authorities.
However, except for offsetting prior years’ loss&sch statutory reserve must be maintained
at a minimum of 25% of the share capital after sushge. The statutory reserves are not
available for dividend distribution to the sharatesk.

All transactions with owners of the Group are réleor separately within equity.

5. SIGNIFICANT MANAGEMENT JUDGMENT IN APPLYING ACCOUNTNG POLICIES

The preparation of financial statements in conftymwith IFRS requires management to
exercise judgment in the process of applying theu@is accounting policies and requires the
use of accounting estimates and assumptions tfexit dhe reported amounts of assets and
liabilities and disclosure of contingent assets katailities at the date of financial statements
and reported amount of revenue and expenses dthrengeporting period. The following
estimates that have a significant risk of causimgaderial adjustment to the carrying amount
of assets and liabilities within the next finangiabr are disclosed below:

Allowance for Bad and Doubtful debts

Allowances for bad and doubtful debts are base@romssessment of the recoverability of
trade and other receivables. Allowances are appbettade and other receivables where
events or changes in circumstances indicate tleat#tances may not be collectible. The
identification of bad and doubtful debts requites tise of judgment and estimates, where the
expected outcome is different from the originalreate, such difference will impact carrying
value of trade and other receivables and doub#bk @xpenses in the period in which such
estimate has been charged.
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Peixin International Group N.V.
Notes to the interim consolidated financial statet®écontinued)

SIGNIFICANT MANAGEMENT JUDGMENT IN APPLYING ACCOUNTNG POLICIES
-continued

Income Tax

The Group has exposure to income taxes in numguoisslictions. Significant judgment is
involved in determining the Group’s provision foncome taxes. There are certain
transactions and computations for which the ultemiaix determination is uncertain during
the ordinary course of business. The Group recegHiabilities for expected tax issues based
on estimates of whether additional taxes will be.dévhere the final tax outcome of these
matters is different from the amounts that werdiahy recognized, such differences will
impact the income tax and differed tax provisianghie period in which such determination is
made. The carrying amount of the Group’s incomepayable as at 31 December 2013 and
30 September 2014 amounted to KEUR 792 and KEURe&gfectively.

KEY SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group's accounting pebgi which are described in Note 4,
management is required to make estimates and assas@about the carrying amounts of
assets and liabilities that are not readily appafeom other sources. The estimates and
associated assumptions are based on historicalrierpe and other factors that are
considered to be relevant. Actual results may difi@n these estimates.

The estimates and underlying assumptions are redem an ongoing basis. Revisions to
accounting estimates are recognized in the pemodhich the estimate is revised if the
revision affects only that period or in the periodthe revision and future periods if the
revision affects both current and future periods.

The following are the key assumptions concerning finture, and other key sources of
estimation uncertainty at the end of the reporgrggiod, that have a significant risk of
causing a material adjustment to the carrying ansohassets within the next financial year.

Depreciation of building, machinery and equipment

As described in Note 4, the Group reviews the estioh useful lives and residual values of
property, plant and equipment at the end of eagplorting period. The cost of building,
machinery and equipment is depreciated on a striigh basis over the assets' estimated
useful lives. Management estimates the useful livkghese buildings, machinery and
equipment to be within 5 to 20 years. These agecimmon life expectancies applied in the
same industry. Changes in the expected level gjauaad technological developments could
impact the economic useful lives and the residwdlies of these assets, therefore future
depreciation charges could be revised.

14



Peixin International Group N.V.
Notes to the interim consolidated financial statetsécontinued)

SEGMENT REPORTING

Management currently identifies the Group’s fousdarct categories as operating segments, which are
sanitary napkins machines, diaper machines, fagale machines and other paper machines. The
segment presentation is in accordance with managtsrexpectation of future business developments.
These operating segments are monitored and statiegisions are made on the basis of segmental

gross margins.

By business
Revenue: 3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Sanitary napkins machines 6,757 7,290 18,996 22,133
Diaper machines 5,883 7,367 15,945 19,449
Facial tissue machines 2,177 2,179 5,897 5/[761
Other paper machines 786 869 2,160 1,926
Total 15,603 17,708 42,998 49,269
Segment gross profit 3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Sanitary napkins machings 2,501 2,802 7,123 8,373
Diaper machines 2,077 2,567 5,863 7,226
Facial tissue machines 794 e 2,095 2,072
Other paper machines 289 359 751 674
Total 5,661 6,502 15,832 18,345
By Geographical Information
Revenue: 3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Direct sales
-Mainland China 11,326 9,618 27,143 31,328
-Outside Mainland China 1,505 906 3,284 4,025
. . 7,181
Sales to trading companies 2,772 12,571 13,9164
Total 15,603 17,705 42,998 49,269
REVENUE
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Peixin International Group N.V.
Notes to the interim consolidated financial statetsécontinued)

8. REVENUE
Revenue represents revenue arising on sales oggood

Revenue is denominated in the following currencies:

30Q 2013 30Q 2014 1-3Q 2013 1-3Q 2014

‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR

Renminbi ("RMB") 14,098 16,799 39,714 45,244
United States Dollars ("USD") 1,505 906 3,284 4,025
Total 15,603 17,705 42,998 49,269

9. COST OF SALES

Cost of sales comprises of purchasing materiab®rlaosts for personnel employed in production,
depreciation and amortization of non-current asaeted for production purpose, outsourced
manufacturing cost, taxes and surcharges and weaigrelectricity. The following table shows a
breakdown of cost of sales for the period undeilexevor each category:

3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR

Changes in inventories of finished
goods and work in progress -2,2p2 -1,046 -3,868 -2,770
Materials consumed in production 10,241 9,564 25,525 27,320
-Glue machines and motors 4,103 3,079 10,063 9,073
-Steel 1,496 2,238 4,004 6,274
-Electric controllers 2,038 1,669 4,850 4,773
-Knife roller\cylinder 394 369 1,030 1,105
-Other components 1,753 1,763 4,619 5,089
-Auxiliary materials 372 446 959 1,006
Labour 961 1,032 2,600 2,794
Depreciation and amortization 290 342 874 969
Outsourced manufacturing cost 410 414 1,067 1,145
Taxes and surcharges * 156 144 380 325
Water and electricity 152 153 395 402
Others 178 107 238 230
Foreign currency translation difference -184 493 -45 509
Total 9,942 11,203 27,166 30,924

* Tax and surcharges are mainly Urban MaintenamgkeGonstruction Tax (7% of Valued Added Tax
payment amount), Extra Charges of Education Fuffl ¢8 Valued Added Tax payment amount) and
Local Surcharge for Education Fund (2% of Valuediéd Tax payment amount).
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Peixin International Group N.V.

Notes to the interim consolidated financial statetsécontinued)

10.0OTHER INCOME

3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Government grant 78 - 82
Rental income 26 20 44 37
Sales of spare parts 64 15 191 38
Total 90 113 235 157
11. DISTRIBUTION AND SELLING EXPENSES
3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Staff costs 124 155 376 430
Marketing and advertising costs B5 30 165 148
Post-sales services costs 44 97 117 167
Traveling costs 13 36 42 60
Depreciation 2 1 5 4
Others 26 22 80 104
Total 248 341 785 913
12. ADMINISTRATIVE EXPENSES
3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Staff costs 91 100 275 295
(I:Dr]eéorzgee(:;at|on and amortisation 90 82 274 270
Entertainment and office expensels 64 90 159 189
Miscellaneous taxes 61 12 148 130
Professional service fee 18 i 148 213
Others 63 71 130 195
Total 387 355 1,134 1,292
13.RESEARCH AND DEVELOPMENT EXPENSES
3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Materials 160 415 461 742
Staff costs 104 155 312 400
External advisors 82 - 16
Depreciation charges 1 2 5 4
Total 265 654 778 1,314
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Peixin International Group N.V.
Notes to the interim consolidated financial statetsécontinued)

14. FINANCE COSTS

Bank borrowings interests are charged on intessrof 6.000% to 6.560% per annum during the gsrio
ended 30 September 2013 and 2014 respectively.

3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Interest expenses on _bank borrowings 55 64 180 164
wholly repayable within one year
15. INCOME TAX EXPENSE
3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Current tax: PRC enterprise income tax 833 811 2,084 2,284

Peixin International Group N.V. is incorporatediie Netherlands and does not have any taxable .com

Peixin International Group BVI is incorporatedBi¥I and does not have any taxable profits subjedV¥!I

Profits Tax since its incorporation.

The applicable enterprise income tax rate of Fuaixin is 25%. Being a foreign owned enterprisgjahf
Peixin is entitled to full exemption from entergri;mcome tax ("EIT") for the first two years and6@%
reduction in EIT for the next three years, commegdrom the first profitable year after offsettiad] tax
losses carried forward from the previous five ye@®@07 was the first profitable year of Fujian Reix
accordingly, the effective income tax rate of FujReixin in the years of 2010 and 2011 is 12.5%c&iear
2012, Fujian Peixin obtained the “High and New Treadbgy” certificate thus having been enjoying a lax

rate of 15%.

The applicable enterprise income tax rate of QuamzZReixin is 25%. At 30 September 2013 and 2014,
Quanzhou Peixin has no recognized tax losses anehaame tax was charged for the periods ended 30
September 2013 and 2014.

The applicable enterprise income tax rate of QuamzBaixin is 25%. At 30 September 2013 and 2014,
Quanzhou Baixin has no recognized tax losses anthemme tax was charged for the periods ended 30
September 2013 and 2014.
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

16.EMPLOYEES' EMOLUMENTS

3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014

‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR

Salaries and other short-term benefitg 452 1,230 2,665 3,639

Defined contribution benefit schemes 33 38 99 106
Total employee benefits expense

(including directors’ emoluments) 485 1,268 2,764 3,745

The employees of the Group’s PRC subsidiaries agenlmers of state-managed retirement benefit
schemes operated by the local government. The diabes are required to contribute a specified
percentage of its payroll costs to the retirememtefit schemes to fund the benefits. The only altilig

of the Group with respect to the retirement bersgfitemes is to make the specified contributions.
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Peixin International Group N.V.

Notes to the
(continued)

17.KEY MANAGEMENT EMOLUMENTS

interim consolidated financial

positio

The emoluments paid or payable to the directothk@fCompany were

as follows:

3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Directors' emoluments
- Salaries
Xie Qiulin 18 17 53 51
Xie Kaida 15 6 15 18
Dai Hongyan 33 10 33 30
56 33 101 99
Supervisory board' s emoluments
- Salaries
Li Ya 0
Shen Ming 0
Liem Tsong LucienTjon 0 1 3
Jaroslaw Dariusz Dabrowski 0 4 12
Wu Rongfu 8 7 24 21
8 16 24 48

- Social Welfare

Xie Qiulin

Xie Kaida

Dai Hongyan

Wu Rongfu
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

18.EARNINGS PER SHARE

3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Basic earnings per share
From continuing operations 0.34 0.64 094 1127
Total basic earnings per share 0.34 0.64 0.94 1.2y

Weighted average number of ordinary shares uséhdeirtalculation of basic earnings per share are as

follows:

3Q 2013

3Q 2014

1-3Q 2013

1-3Q 2014

Weighted average number of ordinary

shares for the purpose of basic

earnings per share

13,000,000

13,000,00

0

13,000,0

DO

13,000,000

No diluted earnings per share have been presergedaube no dilutive potential ordinary shares ediste

during the Periods.

1 The number of shares in the first nine month&a#3 was not equal to 13,000,000 due to the purpbse

basic earnings per share.

19. INVENTORIES

Raw materials and consumables

Work in progress

Finished goods

As at 31 December

As at 30 September

2013 2014
KEUR KEUR
3,269 5,294
4,043 7,248
641 206
7,953 12,748
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Peixin International Group N.V.

Notes to the interim consolidated financial posit{oontinued)

20. FINANCIAL ASSETS AND LIABILITIES

Financial assets

Trade and other receivables (Note 21)

Bank balances and cash (Note 22)

Financial liabilities measured at amortized cost

Current

Trade and other payables (Note 23)
Advance from customers (Note 25)
Related parties payables (Note 24)
Bank borrowings (Note 26)

As at 31 December As at 30 September

2013 2014
KEUR KEUR
9,692 7301,
11,983 12,514
21,675 24,244

As at 31 December As at 30 September

2013 2014
kEUR KEUR
2,949 3,526
3,653 2,011
231 667
- 4,299
6,833 10,503

The carrying amounts of the financial assetsliafdities approximate to their fair values.

21. TRADE AND OTHER RECEIVABLES

Trade receivables
Other receivables
Subtotal financial assets

Prepayments

As at 31 December As at 30 September

2013 2014
KEUR KEUR
8,549 11,182
1,143 548
9,692 11,730
512 195
10,204 11,925
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

21. TRADE AND OTHER RECEIVABLES-continued

Trade and other receivables are denominated ifotlesving currencies:

As at 31 December As at 30 September

2013 2014
KEUR KEUR
Renminbi (“RMB”) 8,184 10,297
United States Dollars (*USD”) 1,968 1,628
Euros (“EUR") 52 -
10,204 11,925

The fair value of trade and other receivables hastebeen disclosed as, due to their short duration,
management considers the carrying amounts recabmiz¢he consolidated statements of financial
position to be reasonable approximation of thairvalues.

Before accepting any new customer, the Group assdbge potential customer's credit quality and
defined credit limits by customer. Limits attribdt&® customers are reviewed once a year. The aging
analysis of trade and receivables is as follows:

As at 31 December As at 30 September

2013 2014
kEUR kKEUR
Current 8,549 11,175

The Group allows an average credit period of 60sdayits trade customers. The aging
analysis of trade receivables which are past duadiumpaired is as follows:

As at 31 December As at 30 September

2013 2014
KEUR KEUR
Past due for less than 3 months - 7
Past due for over 3 months
but less than 9 months - -
- 7
8,549 11,182

There are no trade receivables that are past dusrgaired.
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

BANK BALANCES AND CASH

As at 31 December

As at 30 September

2013 2014
kEUR kEUR
Cash on hand 37 44
Bank balances 11,946 12,470
11,983 12,514

Bank balances and cash are denominated in theviatjocurrencies:

As at 31 December

As at 30 September

2013 2014
KEUR KEUR
Renminbi (“RMB”) 10,290 12,404
United States Dollars (“USD”) 52 60
Hong Kong Dollars (*HKD”) * *
Euros (“EUR”) 1,619 50
Zlotys (“PLN") 22 *
11,983 12,514

* Amount less than EUR 1,000.

Bank balances and cash comprise cash held by tbepGind short-term deposits with an original
maturity of three months or less. Bank balanceat &) September 2014 carry interest at market rates

which ranged from 0.35% to 0.5% (2013: 0.35%-0.5@%)annum.
TRADE AND OTHER PAYABLES

As at 31 December

As at 30 September

2013 2014

KEUR KEUR
Trade payables 2,248 2,777
Other payables 9 -
Salary payables 692 749
Subtotal financial liabilities 2,949 3,526
Tax payables other than income tax 210 590

3,159 4,116

Trade and other payables are only denominated bynibi ("RMB").

The fair value of trade and other payables havebeen disclosed as, due to their short duration,
management considers the carrying amounts recabmzéhe consolidated statements of financial

position to be reasonable approximation of theimvalues.
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

23. TRADE AND OTHER PAYABLES-continued

Trade payables comprise amounts outstanding fde fparchase. The average credit period is 30 days
from the time when the services are rendered lgoods received from suppliers. The aging analysis

of trade payables is as follows:

As at 31 December As at 30 September

2013 2014
kEUR kEUR
Current 2,248 2,777

24. RELATED PARTIES PAYABLES
(1) Nature of relationship with related parties:

Relationship with the Group

Name

Xie Qiulin Director of the Group
(2) Significant balances between the Group andbioee related parties:
As at 31 December _As at 30 September

2013 2014
KEUR KEUR
Xie Qiulin 231 667
231 667

The amount due to Xie Qiulin was unsecured, noergst bearing and payable on demand.

25. ADVANCE FROM CUSTOMERS
Advance from customers comprise down payment reddior trade sales.

Advance from customers are denominated in thevfdtig currencies:

As at 31 December As at 30 September

2013 2014
KEUR KEUR
Renminbi (“RMB”) 364 336
United States Dollars (“USD”) 3,289 1,675
3,653 2,011
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Peixin International Group N.V.

Notes to the interim consolidated financial posit{oontinued)

25. ADVANCE FROM CUSTOMERS-continued

26.

The aging analysis of advance from customers fslsvs:

Less than 3 months

Over 3 months but less than 1 year

Over 1 year but less than 1 and a half years

BANK BORROWINGS

As at 31 December As at 30 September

2013 2014
kEUR KEUR
820 880
2,227 964
606 167
3,653 2,011

As at 31 December As at 30 September

2013 2014
kEUR kKEUR

Secured bank borrowings - 4,299
Carrying amount repayable

within 1 year - 4,299
The borrowings are fixed-rate and denominated irBRM
2014-09-30

Bank Amount Period Interest Mortgage Personal

loans kEUR rate guarantee

#19 186 2014-1-7 2015-1-7 6.00% Land use right and builgling Xie Qiulin

#20 641 2014-1-9 2015-1-9 6.00% Land use right and builgling Xie Qiulin

#21 1,973 2014-1-21 2015-1-21 6.00% Land use right and bugigi ~ Xie Qiulin

#22 687 2014-1-24 2015-1-24 6.00% Land use right and bugigi ~ Xie Qiulin

#23 812 2014-1-28 2015-1-28 6.00% Land use right and bugigi ~ Xie Qiulin

4,299

Assets with the following carrying amounts haverbpledged to secure bank borrowings:

Land use right
Buildings

As at 31 December

As at 30 September

2013 2014
KEUR KEUR
- 1,016
- 4,655
- 5,671

A personal guarantee was provided by director efGompany, Xie Qiulin for loan amount of
KEUR 4,299 among the balances at 30 September(201@ecember 2013: Nil).
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

SHARE / PAID-IN CAPITAL

The share / paid-in capital shown in the consafidatatements of financial position is as follows:

As at 31 December As at 30 September

2013 2014
KEUR KEUR
Share/paid-in capital 13,000 13,000
The details of the Company's share capital arelbss:
Numbers of Share capital
shares EUR
Authorized and issued and fully paid
Ordinary shares of EUR1.00
each on the date of incorporation,
at 30 September 2014 13,000,000 13,000,000

RESERVES

Share premium

Share premium is non-distributable other than guiiation and may be utilized for business
expansion or converted into ordinary shares by iissance of new shares to shareholders in
proportion to their existing shareholdings or bgreasing the par value of the shares currently beld
the shareholders.

Statutory surplus reserve

As stipulated by the relevant laws and regulati@pplicable to China’'s foreign investment
enterprises, the Company’'s PRC subsidiaries areireghjto maintain a statutory surplus reserve
which is non-distributable. Appropriations to suelserve are made out of net profit after tax of the
statutory financial statements of the PRC subsiiaat the amounts determined by their respective
boards of directors annually up to 50% of paid-apital, but must not be less than 10% of the net
profit after tax.

The statutory surplus reserve can be used for rgalim losses of the group entities in China
Mainland, if any. The statutory surplus reserve naégo be used to increase capital or to meet
unexpected or future losses. The statutory surpéserve is non-distributable other than upon
liquidation. Therefore the Company recognized tkatusory surplus reserve as a legal reserve
following Dutch regulation article 389.6 BW2.

The statutory surplus reserve of the Group amotmt&EUR 2,637 at 30 September 2014 (31
December 2013: kEUR 2,637). The statutory surpdsenve of the Group is related to Fujian Peixin
and Quanzhou Peixin.
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

28. RESERVESontinued

Retained profits

The retained profits comprise the cumulative nétgyand losses recognized in the Company's income
statement.

Foreign currency translation reserve (other congmsive income)

Foreign currency translation reserve representfotieggn currency translation difference arisingnfr
the translation of the financial statements of canigs within the Group from their functional
currency to the Group's presentation currency.
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Peixin International Group N.V.

Notes to the interim consolidated financial positio
(continued)
29. RELATED PARTY TRANSACTIONS
Compensation to director of the Company
30Q 2013 3Q 2014 1-3Q 2013 1-3Q 2013
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Xie Qiulin
-Short-term employee benefits 18 7 53 51
-Social Welfare * * * *
18 17 53 51
Xie Kaida
-Short-term employee benefits 15 6 15 18
-Social Welfare * * * *
15 6 15 18
Dai Hongyan
-Short-term employee benefits 33 10 33 30
-Social Welfare * * * *
33 10 33 30
Li Ya
-Short-term employee benefits - 2 - 6
-Social Welfare - - - -
- 2 - 6
Shen Ming
-Short-term employee benefits - 2 - 6
-Social Welfare - - - -
- 2 - 6
Liem Tsong Lucien Tjon
-Short-term employee benefits - 1 - 3
-Social Welfare - - - -
- 1 - 3
Jaroslaw Dariusz Dabrowski
-Short-term employee benefits - 4 - 12
-Social Welfare - - - -
- 4 - 12
Wu Rongfu
-Short-term employee benefits 8 7 24 21
-Social Welfare - - - -
8 7 24 21
Personal undertaking loans guaranteed by director fothe Company
3Q 2013 3Q 2014 1-3Q 2013 1-3Q 2014
‘000 EUR ‘000 EUR ‘000 EUR ‘000 EUR
Xie Qiulin 3,440 4,299 3,440 4,299
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Peixin International Group N.V.
Notes to the interim consolidated financial posit{oontinued)

30. CONTINGENCIES
As at 30 September 2014, the Group had no comtaige that needed to be disclosed.

31. COMMITMENTS

As at 30 September 2014, the Grdwgal the following capital commitments in respecthaf land use
right which were contracted but not fully provided in the financial statements:

As at 31 December As at 30 September
2013 2014
kEUR kEUR
Contracted and authorized 5,969 -

32. EVENT AFTER THE REPORTING PERIOD

There are no further significant non-adjusting @éseor any significant adjusting events to report
between the reporting date and the date of praparaf these financial statements.
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The interim consolidated financial statements agep& to D as well as selected explanatory notegaye
1 to 3 were approved and authorized for issue by the Bbard of Directors on November 14, 2014 and are
signec on its behalf by:

Xie Qiulin ibéongyan
DIRECTOR DIRECTOR
Xie Kaida Béise
DIRECTOR DIRECTOR

Li Ya he® Ming

MEMBER OF THE SUPERVISORY BOARD MEMBER OF THRUPERVISORY BOARD

Liem Tsong Lucien Tjon Jaroslaw Dariusz Dabrowski
MEMBER OF THE SUPERVISORY BOARD MEMBER OF THEUPERVISORY BOARD

Wu Rongfu
MEMBER OF THE SUPERVISORY BOARD




