Pearl River
Holdings
Limited

Interim Condensed Consolidated Financial Statements
For the six months ended June 30, 2017

(Unaudited - Prepared by Management)

(Presented in Chinese Yuan Renminbi)

383 Richmond Street, Suite 500
London, Ontario, N6A 3C4

Telephone (519) 645-0267
Fascimile (519) 679-1446



Notice of No Auditor Review of Interim Financial Statements

Under National Instrument 51-102, Part 4, subsection 4.3(3)(a), if an auditor has not performed a
review of interim consolidated financial statements, they must be accompanied by a notice
indicating that the finanical statements have not been reviewed by an auditor.

The accompanying unaudited interim consolidated finanical statements of the company have
been prepared by and are the responsibility of the company's management.

The company's independent auditor has not performed a review of these interim consolidated
financial statements in accordance with the standards established by the Canadian Institute of
Chartered Professional Accountants for a review of interim consolidated financial statements by

an entity's auditor.

George Lunick
President and Chief Executive Officer

Anne Dang
Chief Financial Officer



Pearl River Holdings Limited

Condensed interim Consolidated $tatement of Financial Position

June 30 December 31 June 30 December 31
2017 2016 2017 2016
{RMB;) {RMB]) {CAD} CAD
Unaudited (Audited, Unaudited {Audited)
Assets
Current assets
Cash and cash equivalents 22,359,728 24 498,162 4,282,816 4,728,188
Accounts receivable 24,239,318 28,514,923 4642836 5,503,430
Other receivables, deposits and prepaid expenses 1,352,833 6,134,648 258,124 1,183,998
income taxes recoverable 277,227 - 53,505
Inventories 32,434,667 28,210,381 8,212 586 5444 855
80,386,546 87,635,351 15,397,362 16,813,776
Non-current assets
Property, plant and equipment 37,188,080 40,276,357 7,122,675 7,773,408
Deposit 5,003,732 1,345,320 958,422 259,649
42.189,792 41621677 8,081,097 8,033,057
Total assets 122,576,338 129,257,028 23,478,458 24,946 833
Liabilities
Current liabilities
Accounts payable and accrued liabilities 18,891,764 21,236,263 3,580,249 4,098,635
Current portion of bank borrowings 6,079,593 8,562,565 1,164,495 1,652,590
Taxes payable 279,782 - 53,590 -
25,051,138 29,798,828 4,798,334 5,751,225
Non-current liabilities
Deferred liability 4,720,272 4,853,577 904,128 936,749
Deferred tax - 174,172 - 33,616
4720272 5,027,749 904,128 970,365
Total Liabilities 29,771,411 34,826,577 5,702,462 6,721,590
Equity
Share capital 52,242,949 52,242,949 10,006,694 10,082,981
Contributed surplus 1,557,622 1,657,622 298,349 300,624
Accumulated other comprehensive income 1,005,537 4,477,062 192,602 864,081
Surplus 5,480,992 5,091,127 1,241,379 982,596
Total equity attributable to common shareholders 61,287,100 63,368,760 11,739,024 12,230,282
Non-controlling interest 31,617,827 31,061,691 6,036,973 5,994 961
Total equity 92,804,927 94,430,451 17,775,897 18,225,243
Total liabilities and equity 122,576,338 129,257,028 23,478,459 24,946 833

Commitments (Note 4)

Approved by the Board:

(Signed) "George Lunick" , Director
(Signed) "Jorge Enrique Autrique Ruix”, Director

The accompanying notes form an integral part of these condensed interim consolidated financial statements.




Poarl River Holdings Limited

Condensed interim Consolidated Statements of Operations

Unaudited)
For the three months ended For the six months ended
June 30 June 30
2017 2016 2017 2017 2016 2017
RMB RMB CAD RMB RMB CAD
Revenue 49,803,121 51,463,387 9,764,640 115,669,048 105,919,750 22,395,215
Cost of Goods Sold 35,963,302 37,610,833 7063679 60,294,757 79,623,208 17,482,382
Gross Profit 13,839,818 13,852,554 2,700,861 25374,289 26,296 542 4912833
Expenses
General and Administrative 7.603,762 7,315,088 1,483,825 13,879,048 14,119,314 2687186
Seffing 3,651,445 4,182,747 695,320 7,711,689 8,180,941 1,493,096
Interest on long term debt 238,348 34,884 48,370 357,946 242,673 69,304
Depreciation 702,066 712,018 137,314 1,448,619 1,356,084 280474
12,095621 12,224,733 2,362,829 23,397,302 23,939,012 4,530,080
Earnings before income laxes 1,744,198 1,627,821 338,132 1,876,986 2,357,530 382,773
Corporate income Tax (79,528 (372,473) (15,494) {130,985) (537,696} (25,361
Net income for the period 1,664,670 1,255,348 322,638 1,848,001 1,819,834 357,412
Net income (loss) attributable to:
Common shareholders 1,335,472 947,339 258,667 1,389,865 1,187,686 269,008
Non-controlling interest 329,198 308,009 63,971 456,136 632,148 88,314
1,664,670 1,255,348 322,638 1,846,001 1,819,834 357,412
Earnings per share atfributable to common shareholders:
Basic 0.0489 0.0347 0.0095 0.0509 0.0435 0.0099
Fully diluted 0.0445 0.0347 0.0086 0.0463 0.0435 0.0090

The accompanying notes form an integral part of these condensed interim consolidated financial statements



Pear] River Holdings Limited

Condensed interim Consolidated Statements of Comprehensive Income {Loss}

(Unaudited}
For the three months ended For the six months ended
June 30 June 30
2017 2016 2017 2017 20186 2017
RMB RMB CAD RMB RMB CAD
Net income for the period 1,664 870 1,255,348 322838 1,846,001 1,819,834 357412
Other comprehensive loss:
Exchange difference on translation
of foreign operations 2,208,350 (1,182,523} {652,818} {3471.525) 1,275,815} (672,137
Comprehensive income (loss} {543 880} 72825 330,180) {1,625,524) 543919 (314,725}
Comprehensive income (loss) attributabie to:
Common shareholiders {872,878} 5,163 (393,683) {2,081,660) (40,229) {403,039}
Non-controlling interest 328,198 67,662 63,804 456,136 584,148 88,314
{543.680) 72,825 (330,180} {1,625,524) 543 919 (314,725}

The accompanying notes form an integral part of these condensed interim consolidated financial statements.



Pear| River Hotdings Limited

Condensed Interim Consolidated Statements of Cash Flows

(Unaudited)
For the six months ended
June 30
2017 2018 2017
RMB RMB CAD
Cash flows provided by (used for):
Operating activities
Net income for the period 1,846,001 1,819,834 357,412
Add items not requiring cash
Depreciation 3,771,455 3,516,697 730,208
Gain on Foreign Exchange (397,584 (227 441) (76,978}
5,219,872 5,109,080 1,010,643
Changes in non-cash working capital balances
Accounts receivable 4,275,605 10,864,607 860,594
inventories (4,224 278) 4,249 996 (767,931}
Other receivables, deposits and prepaid expenses 4,781,815 2,670,841 924,874
Deposit {3,658,412) {882,000) (698,773)
Accounts payable and accrued liabilities (2,544,499) (8,941,384) {518,386)
Taxes 557,009 336,184 107,085
Deferred liabilities {133,305) (72,520) (32,621)
Deferred taxes (174,172} (186,852) {33,616
(1,120,235) 8,038,672 (158,764)
Cash flows from operating activities 4,099,637 13,147,762 851,879
Investing activities
Acquisition of capital assets (283,574) (5,443,204) (54,904)
Cash Flows from investing activities (283,574) (5,443,204) (54,904)
Financing activities
Change in bank borrowings (2,482,972) (8,396,954) (488,095)
Change in non-controlling interests 456,136 (1,035,852) 42,012
Dividends paid - (1,620,000)
Transfer to staff welfare reserves - {1,500,276)
Cash Flows from financing activities (2,026,836)  (12,553,082) (446,083)
increase (decrease) in cash during period 1,789,227 (4,848,524 350,892
Effect of exchange rate differences on cash (3,927,661) {288,063} (796,264)
Cash and cash equivalents - beginning of period 24 498 162 20,694,939 4,728,188
Cash and cash equivalents - end of period 22,358,728 15,558,352 4 282 816
Supplemental cash flow information:
Income Taxes paid
Foreign value added tax, net 441,805 1,653,452 85,540

The accompanying notes form an integral part of these condensed interim consolidated financial statements
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Pearl River Holdings Limited

Condensed Notes to the Interim Consolidated Financial Statements
Six months ended June 30, 2017
{Unaudited)

4. Nature of Operations

Pearl River Holdings Limited (the “Corporation” or “Pearl River), is incorporated under the Canada Business
Corporations Act, and through its subsidiaries, Pear! River Plastics, Rodman Plastics, Rodman Enterprises, Red Door
Enterprises, Red Door China and Guangzhou Rodman Plastics, and primarily operates in China and Australia. its
principal business activities are the manufacturing and distribution of plastic products to customers in China, Australia

and the United States of America.
2. New accounting standards and amendments

The Corporation adopted the following new accounting standards which did not have a material impact on these
financial statements:

IAS 7 - Statement of Cash Flows (Amendments and Disclosure Initiative}

These amendments require that the following changes in liabilities arising from financing activities are disclosed (to
the extent necessary): (i) changes from financing cash flows; (i) changes arising from obtaining or losing control of
subsidiaries or other businesses: (iii) the effect of changes in foreign exchange rates; (iv) changes in fair values; and
(v) other changes. One way to fulfil the new disclosure requirement is to provide a reconciliation between the opening
and closing balances in the statement of financial position for liabifities arising from financing activities. Finally, the
amendments state that changes in liabilities arising from financing activities must be disclosed separately from

changes in other assets and liabilities.

IAS 12 ~ Income Taxes (Amendments)

These amendments relate to the recognition of deferred tax assets for unrealized losses.
Future Standards and Amendments not yet adopted:

IFRS 2 - Share-based Payments (Amendments)

These amendments added guidance that introduces accounting requirements for cash-settled share-based payments
that follow the same approach as those used for equity-settied share-based payments. The amendments introduced
an exception so that a share-based payment where the entity settles the share-based arrangement net is classified
as equity-settled in its entirety provided that the share-based payment would have been classified as equity-settled
had it not included the net settlement feature. Additionaily, they clarify the accounting treatment in situations where a
cash-settled share-based payment changes to an equity-settled share-based payment due to modifications of the
terms and conditions. These amendments are effective for reporting periods beginning on or after January 1, 2018.

IFRS 9 — Financial Instruments

Under IFRS 9, financial assets are classified into financial assets measured at fair value or at amortized cost
depending on the entity’s business model for managing the financial assets and the contractual cash flow
characteristics of the financial assets. Fair value gains or losses will be recognized in profit or loss except for those
non-trade equity investments, which the entity will have a choice to recognize the gains and losses in other
comprehensive income. IFRS ¢ carries forward the recognition and measurement requirements for financial liabilities
from IAS 39, except for financial liabilities that are designated at fair value through profit or loss, where the amount of
change in fair value attributable to change in credit risk of that liability is recognized in other comprehensive income
unless that would create or enlarge an accounting mismatch. in addition, IFRS 9 retains the requirements in IAS 39
for derecognition of financial assets and financial liabilities. This standard is effective for reporting periods

commencing on or after January 1, 2018.

IFRS 15 — Revenues from Contracts with Customers

IFRS 15 replaces IAS 11, “Construction Contracts”, IAS 18, “Revenue” and several revenue-related interpretations.
IFRS 15 establishes a single revenue recognition framework that applies to contracts with customers. The standard
requires an entity to recognize revenue to reflect the transfer of goods and services for the amount it expects to
receive when control is transferred to the purchaser. Disclosure requirements have also been expanded. This
standard is effective for reporting periods commencing on or after January 1, 2018.



Pearl River Holdings Limited

Condensed Notes to the Interim Consolidated Financial Statements
Six months ended June 30, 2017
{Unaudited}

3. Basis of presentation

These interim Consolidated Financial Statements have been prepared in accordance with International Financial
Reporting Standards (“IFRS") as issued by the International Accounting Standards Board (“IASB") appiicable to the
preparation of interim financial statements, including international Accounting Standard 34, “Interim Financial
Reporting” (‘IAS 34") and have been prepared following the same accounting policies and method of computation as
the annual Consolidated Financial Statements for the year ended December 31, 2016. The disclosures provided below
are incremental to those included with the annual Consolidated Financial Statements. Certain information and
disclosures normally included in the notes to the annual Consolidated Financial Statements have been condensed or
have been disclosed on an annual basis only. Accordingly, these interim Consolidated Financial Statements should
be read in conjunction with the annual Consolidated Financial Statements for the year ended December 31, 2016,
which have been prepared in accordance with IFRS as issued by IASB.

These interim condensed consolidated financial statements were approved by the Board of Directors on Aug 28, 2017.

Functional and presentation currency

The Group operates in countries with different currencies. All companies have, as their functional currency, the local
currency of the country in which they operate, which is their primary economic environment.

The consolidated financial statements are presented in Chinese Yuan Renminbi ("'RMB”) and have been translated to
RMB in accordance with IAS 21 - The Effects of Changes in Foreign Exchange Rates as it relates to foreign operations.

Convenience Translation into Canadian Dollar Amounts

The Corporation functional and presentation currency is Renminbi. The Canadian dollar (“CAD”) amounts provided in
the financial statements represent supplementary information solely for the convenience of the reader.

The financial statements are translated into Canadian dollars using a convenience transiation at the rate of RMB 5.2208
to CAD $1, based on the exchange rate as of June 30, 2017.

The financial statements are translated into Canadian doliars using a convenience translation at the rate of RMB 5.1813
to CAD $1, based on the exchange rate as of December 31, 2016.

Such presentation is not in accordance with IFRS and should not be construed as a representation that the RMB
amount shown could be readily converted, realized or settled in CAD at this or any other rate.

4. Commitments

Under the terms of operating leases for its office and manufacturing premises, the Corporation is obligated to make
the following minimum rental payments exclusive of occupancy costs over the following years.

Annual commitments from:

Within one year RMB 6,822,668
After one year but within five vears 21,286,563
After five years 20,296,807




Pearl River Holdings Limited

Condensed Notes to the Interim Consolidated Financial Statements
Six months ended june 30, 2017
{Unaudited)

5. Related party transactions

Transactions between the Company and its subsidiaries, which are related parties of the Company, have been
eliminated on consolidation and are not disclosed in this note. Details of transactions between the Group and

other related parties are disclosed befow.

(a) During the year and in the ordinary course of business, the Group had the following material transactions with
related parties which are not members of the Group:

2017 20186
PRC partner of the Jointly Controlled Entity
Purchase of raw materials RMBE 13,454,916 RMB 9,805,296
Sale of finished goods 368 -
Trademark paid 72,000 72,000

(b) During the year, the Corporation had the following other transactions included in general and administrative
expenses with related parties:

2017 2016

Administrative fees incurred with a Corporation

controlled by a director of the Corporation RMB 28,923 RMB 72,688

The entire amount is included in accounts payable and accrued liabilities at June 30, 2017.

(b) The remuneration of directors and other members of key management during the year was as follows:

2017 2016

Management salary and benefits RMB 1,185,516 RMB 1,063,406

These transactions have been recorded in the financial statements at the exchange amount, which is the amount
of consideration established and agreed to by the related parties. Management is of the opinion that these
transactions were undertaken under similar terms and conditions as those with non-related parties.



Pearl River Holdings Limited

Condensed Notes to the Interim Consolidated Financial Statements
Six months ended June 30, 2017
{Unaudited)

8. Segment information

information regarding the Group's reportable operating segments as provided to the Group's chief operating
decision makers for the purposes of resources allocation and assessment of segment performance for the period
derived only from trading of plastic products.

In presenting information on the basis of geographical segments, segment revenue is based on the geographical
{ocation of customers. Segment assets and capital expenditures are based on the geographical location of the

assets.

The following table’s present revenue and assets information for the Group’s geographical segments:

2017 2016
RMB RMB
Revenue from external customers
The PRC 81,049,630 75,584,082
Australia 27,156,023 22,494 912
USA 7,463,392 7,830,756
115,669,046 105,919,750
Segment assets
The PRC 59,026,229 47 826,112
Australia 9,226,398 10,036,554
USA 2,295,575 1,780,016
Hong Kong 51,762,397 52,617,953
Canada 265,739 574,791
122,576,338 112,835,426




