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CHAIRMAN’S STATEMENT

EETIFEHRESE

| am pleased to present my report to the shareholders.

Business Review

For the first six months of FY20086, the Group achieved outstanding
operating results as the benefits of economies of scale, capital
investment, product optimisation and cost management continue to
be realised. For such period, the Group recorded turnover and gross
profit of approximately RMB3,774.3 million and RMB828.6 million
respectively, representing an increase of 2.1 times and 2.8 times from
the same period last year. Profit attributable to equity holders for the
period was RMB560.0 million, representing a phenomenal growth of

4.2 times compared with the same period last year.

Besides achieving outstanding operating results, there was another
good news for the Group in early 2006. Nine Dragons Paper (Holdings)
Limited (the “Company” or “ND Paper”) was successfully listed on the
Main Board of The Hong Kong Stock Exchange Limited on 3 March
2006 with overwhelming market response. This marked a milestone

in the business development of the Group.

With an annual production capacity of 3.3 million tonnes, ND Paper is
the largest producer in China and one of the largest producers in the
world of containerboard products. To date, the Group has invested in
and operated 10 paper machines (“PM”) with the capability of
producing five types of products, namely kraftlinerboard, white top
linerboard, testlinerboard, high performance corrugating medium and
coated duplex board with grey back. The Group also produces
unbleached kraft pulp. The Group’s diversified product mix enable it
to serve as a one-stop shop for a broad range of high quality packaging
paperboard products. The complementary nature of its products and

operations strengthened the value and competitiveness of the Group.

BAEMEBER RS-

RO

ZTERMBEE LY F AR R AR

B ERBCMEABEAMRE—SBER KRS T

SERIBANRLEE BT R HREENE6AAD

SENEXEBNEFNIRAAREI7T.7TETMARE
ST BREAFRIENGR2 A E K2 8 a5 E AR

FEBARES 6T REFRBAREERL2(E

BEERRIN AEEE -_TTNE NGRS B K
BRI (R AR AR ([ARF S RERE]) R =
ZEREF=AZARNEREBMEZIMARAFER
R LT AR EFFEAR R EAREEBER
Gk zoleREL

REAERTFEZANMRRAEREER REKE
REFEIRRARE RAEES 2 — FEARES0E A F
BAIALL RPIEARINMIRE MBS T10A 4 7] £
EFE R BEF R BRF R S0 FAR AR 7
BMREBRE R ASE R RN IEERE AR ST
EMERBA T ARPIRE A GE B EERERD
BERG SEQREHELERH BT NarEEN
BERFENNCEE

O Nine Dragons Paper (Holdings) Limited
Interim Report 2005/06



CHAIRMAN’S STATEMENT (Cont’d)

Due to the dedication of the staff, PM9 and PM10, which commenced
operation in December 2005, set the industry benchmark by achieving
optimised operating efficiency within two months. This reflected the
“Nine Dragons Spirit”, the wealth of experience of the management
and advanced technologies of the Group. As a result, resources
needed by the Group for the optimisation of its PMHC was significantly
reduced. Since its listing in March 2006, the Group has actively
implemented its capital expenditure plan. Upon commencement of
operation of PM11 to PM13, the Group’s annual production capacity
of packaging paperboard will reach 4.6 million tonnes, which further
secure its leading position in the global and PRC packaging paperboard

market and enhanced its pricing competitiveness.

Outlook

The rate of the sustained growth in the demand for containerboard
products has exceeded management’s expectation. Given such
promising prospect, the management is fully confident in the Group’s
future development. The Group’s track record is the best proof of the
wise decisions of the management in the business development and

capital expenditure of the Group.

The Group aims to become one of the world's leading manufacturers
of packaging paperboard products. In order to seize every business
opportunity, our management has closely monitored market
developments and prudently analysed the demand for our products.
Capitalising on its substantial pre-operating investment, expertise of
our management and rich experiences in operating our ten paper
machines, the Group will refine its existing product mix and seek new
investment projects with low costs and high production capacity, so

as to create a better value for our shareholders.

Appreciation

The outstanding results of the Group was attributable to the concerted
efforts of the management and staff. | would like to express my sincere
gratitude to all the Directors and staff of the Group for their dedication,
loyalty and contribution during the review period and to our
shareholders, business associates and friends from the business and

financial sectors for their invaluable support.

Cheung Yan
Chairman
Hong Kong, 27 March 2006
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MANAGEMENT DISCUSSION AND ANALYSIS EEEsTmEn i

OPERATING RESULTS REVIEW

With the full contribution by PM4 and PM5 acquired in January 2005
and commencement of PM6, PM7 and PM8, the Group’s total sales
and net profit attributable to equity holders of the Company for the
half-year ended 31 December 2005 were RMB3,774.3 million and
RMB560.2 million representing an increase of 112% and 341% as
compared to RMB1,780.2 million and RMB126.6 million, for the
corresponding period last year, respectively. Basic earnings per share
for the period were RMBO0.19, compared to RMBO0.04 in the last period.

The total sales and net profit attributable to equity holders of the
Company increased primarily due to the increase of the Group’s total
sales volume of packaging paperboard products to 1,286,329 tonnes
in the half-year ended 31 December 2005 from 585,429 tonnes in the
same period of last year, representing an increase of 119.7%. The
significant increase in the total sales volume reflected the Group’s
commencement of production of PM8, PM9 and PM10 as well as
contribution from PM4 and PM5 acquired as part of the acquisition of
Nine Dragons Paper Industries Co., Ltd, Millennium Scope Limited,
Emperor Dragon Paper Industries Co., Ltd, River Dragon Paper
Industries Co Ltd and their subsidiaries (the “Acquired Subsidiaries”)
on 1 January 2005. During the six months ended 31 December 2005,
the Acquired Subsidiaries contributed sales of RMB1,642.7 million,
representing 43.5% of the Group total sales for the half-year ended
31 December 2005.

GROSS PROFIT

Gross profit as a percentage of sales increased from 16.7% to 22.0%
due primarily to a change in product mix of major products to include
complementary products, further optimization of the Group’s paper
machines, economies of scale from production capacity expansion,
realization of synergies from the Acquired Subsidiaries and cost savings

by management.

OTHER GAINS - NET

Other gains, net, of the Group increased significantly to RMB104.0
million in the half-year ended 31 December 2005 from RMB5.8 million
in the same period of last year. The increase was due primarily to
significantly increased sales of excess electricity to RMB81.9 million
in the half-year ended 31 December 2005 from RMBO0.8 million in the
same period of last year. This was mainly attributable to the
commencement of operations of generating Unit 6 of the Group’s coal-

fired cogeneration power plant in Dongguan in May 2005.
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MANAGEMENT DISCUSSION AND ANALYSIS (Cont’d)

TR wmENT (8)

SELLING AND MARKETING COSTS

The Group’s selling and marketing costs increased 109.9% to
RMB69.9 million in the half-year ended 31 December 2005 from
RMB33.3 million in the same period of last year. The increase in selling
and marketing costs was due mainly to an increase in sales volumes,
the number of sales and marketing staff, vehicle operation and
maintenance expenses and transportation expenses as a result of the
acquisition of the Acquired Subsidiaries as well as the commencement

of production of the new paper machines.

ADMINISTRATIVE EXPENSES

The Group’s administrative expenses increased by 48.7% to RMB82.7
million in the half-year ended 31 December 2005 from RMB55.6 million
in the same period of last year. The increase was mainly as a result of
the acquisition of the Acquired Subsidiaries, which included the Taicang
base. In addition, the Group also hired management and administrative
staff in connection with commencement of new paper machines and
the new addition power plant generating units in Dongguan and
Taicang. However, the Group’s administrative expenses as a
percentage of sales decreased from 3.1% in the half-year ended 31
December 2004 to 2.2% in the half-year ended 31 December 2005,
mainly due to the synergies and increased efficiencies the Group was
able to achieve from the acquisition of the Acquired Subsidiaries and

increased economies of scale.

FINANCE COSTS

The Group’s finance costs increased 149.0% to RMB156.4 million in
the half-year ended 31 December 2005 from RMB62.8 million in the
same period of last year, as a result of an increase in the Group’s

borrowings.

NET CURRENT LIABILITIES

The Group had net current liabilities of RMB1,894.9 million as of 31
December 2005 (30 June 2005: RMB1,984.4 million). The Group
expects the net current liabilities will be improved further in the second
half of the fiscal year of 2006, as the Group enhance its capital structure

and generate stronger operating cash flow.
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MANAGEMENT DISCUSSION AND ANALYSIS (Cont'd) ‘BIREsImEnif (48)

FINANCIAL REVIEW

Liquidity and Financing

The Group’s liquidity position remains strong with available undrawn
bank facilities together with bank deposits of RMB1,722.9 million and
RMB333.4 million respectively as at 31 December 2005. The ample
financial resources available to the Group together with the gross
proceeds of approximately HK$3,910 million from listing of the
Company’s shares on The Stock Exchange of Hong Kong Limited will
provide adequate funding for the Group’s operational requirements

and also put the Group in a favourable position for further expansion.

As at 31 December 2005, the Group’s total borrowings were
RMB6,322.9 million, an increase of RMB74.1 million from last year
end date, and the maturity profile spread over a period of 6 years with
RMB2,493.3 million repayable within one year, RMB1,462.0 million
within one to two years, RMB2,177.6 million within two to five years

and RMB190.0 million beyond five years.

The gearing ratio of the Group as at 31 December 2005 was 52.1%,
calculated on the basis of the Group’s total borrowings RMB6,322.9

million over total assets.

The Group services its debts primarily through strong recurrent cash
flow generated from stable base of operation. Adjusting for our gross
proceeds from listing of the Company’s shares on The Stock Exchange
of Hong Kong Limited in March 2006, the gearing ratio is decreased
to approximately 40.0%. The Board is confident that the Group has
adequate financial resources to sustain its working capital requirement,
future expansion and meet its foreseeable debt repayment

requirements.

Treasury Policies

At 31 December 2005, approximately 82.3% of the Group’s borrowings
was denominated in RMB and the remaining 17.7% was denominated
in US$. While the Group derives approximately half of its revenue in
RMB and the other half in HK$, the Group will refinance its borrowings
to ensure that its exposure to fluctuations in foreign currency exchange
rates is minimised. The Group’s borrowings are principally on a fixed

rate basis.

The objective of the Group’s overall treasury and funding policy is to
manage exposures to fluctuation in foreign currency exchange rates
and interest rates on specific transactions and will use appropriate

financial instruments to hedge any material exposure.
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MANAGEMENT DISCUSSION AND ANALYSIS (Cont'd) ‘BIRE&ImEnif (48)

FINANCIAL REVIEW (Cont'd)

Charge on Assets

As at 31 December 2005, the Group pledged assets with aggregate
carrying value of RMB2,850.5 million (30 June 2005 — RMB2,963.7

million) to secure bank loans facilities of the Group.

Contingent Liabilities

At 31 December 2005, the Group has issued corporate guarantee for
bank borrowings and credit facilities granted to related parties
amounted to RMB30.0 million which was released upon the Company’s
shares listed on The Stock Exchange of Hong Kong Limited on 3
March 2006.

Employees

At 31 December 2005, the Group employed approximately 5,800 full
time management, administration and production staff in Hong Kong
and the PRC. The related employee’s costs for the period (excluding
directors’ emoluments) amounted to approximately RMB146.9 million.
The Group ensures that the pay levels of its employees are competitive
and employees are rewarded on a performance related basis within
the general framework of the Group’s remuneration system. The Group

adopted a share option scheme for employees.
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DISCLOSURE OF INTERESTS

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES

As at 31 December 2005, the Company had not received any notice
of interests to be recorded under section 352 of the Securities and
Futures Ordinance (“SFQ”) as the Company had not been listed on

The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

As at 27 March 2006, the directors and their associates had the
following interests in the shares and underlying shares of the Company
and its associated corporation (within the meaning of Part XV of the
SFO) which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to have
under such provisions of the SFO) or pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code”), or were required to be entered in the register kept by the

Company pursuant to Section 352 of the SFO:
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ﬁﬁ :

(i) The Company (i) b NS
Number of
underlying Approximate
shares percentage
No. of issued (in respect of of total
ordinary share options) number of
shares #H##% shareholding
Name of directors Capacity 21T (FRAMERHE) (L2 IBREERN
EEHE 54 TEREE #H L ONER
(Note 2)
(Ktzt2)
Ms. Cheung Yan Interest in controlled corporation 2,986,800,000 - 71.97%
(“Ms. Cheung”) (Note 1)
REXE (IRERL]) RREGVEEZ#ER (Fat1)
Beneficial owner (Note 3) - 16,923,315 0.40%
BEmEB A (Wi3)
Family interest (Note 3) - 16,914,184 0.40%

RiciEs (M1:43)
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DISCLOSURE OF INTERESTS (Cont’d)

DIRECTORS’ INTERESTS AND SHORT ESRRG HRERORRFHERRIRE
POSITIONS IN SHARES, UNDERLYING SHARES ()
AND DEBENTURES (Cont'd)
(i) The Company (Cont’d) (i) ANR (B)
Number of
underlying  Approximate
shares percentage
No. of issued (in respect of of total
ordinary share options) number of
shares H## shareholding
Name of directors Capacity 21T (FRAMERHE) (L2 IBREEN
EEHE 54 LTEREE # A L ONER
(Note 2)
(Ktat2)
Mr. Liu Ming Chung Interest in controlled corporation 2,986,800,000 - 71.97%
(“Mr. Liu") (Note 1)
Bl RE ([RI5RE])  MEESNEEZER (1)
Beneficial owner (Note 3) - 16,914,184 0.40%
BmEEA (WF3)
Family interest (Note 3) - 16,923,315 0.40%
KitktEw (H1:13)
Mr. Zhang Cheng Fei Beneficial owner - 11,814,821 0.28%
(“Mr. Zhang”)
SRERFEAE ([REE])  BREBA
Ms. Tam Wai Chu, Maria  Beneficial owner - 1,166,670 0.03%
BERA L BEnlEBA
Mr. Chung Shui Ming, Beneficial owner - 1,166,670 0.03%
Timpson
EIRATE EHEAA
Dr. Cheng Chi Pang Beneficial owner - 1,166,670 0.03%
EENSEL BEHEAA
Notes: Bitat:

1.

Best Result Holdings Limited (“Best Result”) directly
held 2,986,800,000 shares in the Company. The issued
share capital of Best Result is held as to approximately
37.1% by Ms. Cheung as the trustee and HSBC Bank
USA, National Association as the administrative trustee
of YC 2006 QuickGRAT, and as to approximately
37.1% by Ms. Cheung and her spouse Mr. Liu as the
trustees and the special trustees and Bank of The West
as the trustee of MCL Living Trust. Each of Ms. Cheung
and Mr. Liu is therefore deemed to be interested in the
shares held by Best Result by virtue of her or his
interests in Best Result pursuant to Part XV of the SFO.

Best Result Holdings Limited ([Best
Result]) E##%%52,986,800,000% 74
N AEIR%17 - Best Result 22 1TAX A R
B Z L LAYC 2006 QUickGRATHIE 5T
AF 1 R EHSBC Bank USA, National
Association ATTBUEsEA F R IFA L
37.1% * AREZ T RERBRIKLAE
MCL Living TrustiZFE A REFRIEFEA
Shia At RIEFHREEKRIE
XVER - SR 2 1+ & B 4145 A B Best
ResultFT# B IR (7 H iz

REEHRE (R BRAT ’I 1
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DISCLOSURE OF INTERESTS (Cont’d)

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES (Cont'd)
(i) The Company (Cont’d)

Notes: (Cont’d)

2. The share options were granted, under the pre-IPO
share option scheme of the Company, with effect from
1 January 2006.

3. Ms. Cheung and Mr. Liu were granted options under
the pre-IPO share option scheme to subscribe for
16,923,315 shares and 16,914,184 shares
respectively. Mr. Liu is the spouse of Ms. Cheung.
Therefore, pursuant to Part XV of the SFO, Ms. Cheung
is deemed to be interested in the shares subject to the
share options granted to Mr. Liu and Mr. Liu is deemed
to be interested in the shares subject to the share

options granted to Ms. Cheung.

(i) Associated Corporation - Best Result

Name of directors Capacity
EEna 54

Ms. Cheung Beneficiary of a trust
RER L Bt @A

Mr. Liu Beneficiary of a trust
it EFEXEmA

Mr. Zhang Beneficiary of a trust
REE EFEXEmA

All the interests disclosed in sections (i) and (i) above represent
long positions in the shares of the Company or the associated
corporation. Save as disclosed above, none of the directors
of the Company or any of their associates had any interests or
short positions in the shares , underlying shares or debentures
of the Company or any associated corporation as at 27 March
2006.

ESRRM HRRGREFHERRNE

€]

(0] AndE (F)
et (8D

2. BRAETRBAATN T RF—H
—HAERNBERAFRBRAIERE S

3. SR e B ST AEARYR B R AR
BRERT SI R TR IA D RIREE
16,923,315 &A% 15 £ 16,914,184 A% A%
7 BIFEERRE LT HEE-ELL 1R
IRE S R AN B GO EXVER  RE T
BREE RIS EERNBEES R
Befn s MBI B ERRREA RE
TP R B RRES R e B fn a0 #E

o

Bl

(ii) #H % B — Best Result

No. of ordinary Approximate
shares held percentage of

in Best Result total number
#5 & Best Result shareholding
hEMmAiE

LEREA BB 41E o L
(Note)

(Htat)

37,073 37.073%

37,053 37.053%

25,874 25.874%

EXE()REFREE MR AR AR R ER
HARHHEE IR D T a2 B EXXPRREEE SN
RZZFBZRNE=A-TLR RAFEFIEE
PR E AT AR A RIS AR A OB 7 18
BRI RESTHEEERIAR
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DISCLOSURE OF INTERESTS (Cont’d)

SHARE OPTION SCHEMES MERx iRt

The Company was adopted a pre-IPO scheme and a share option mzaa%ﬁ%ﬂ@%ﬂ%ﬂw AR B R B ket
scheme. Upon the listing of the Company on 3 March 2006, the pre- L ARRR =TT AF= A=A W& BRAFRBR
IPO share option scheme was terminated but the options granted but ATRERRAE ST EIE AR 1L R IER B R BB M RITES
not yet exercised at the time of termination shall continue to be valid FE AR G AR AR A 0 W AT AR R B R A R AR AT B AR A 1
and exercisable in accordance with the terms of pre-IPO share option EHEFRATE - BREFSER ST F_A+A%

scheme. The share option scheme was approved by resolution in

writing of all the shareholders passed on 12 February 2006.

\

SRR AT ERA S HLE

As at 27 March 2006, details of the share options granted under the RIZZTERNF=Z A+t BEEXAFBRITER

Pre-IPO share option scheme are as follows:—

Date of Grant Exercise price

Grantees (dd/mm/yyyy) per share

3N ZFHAY BRITEE
(HKS)
(#1)

(i) Director

() EE

Ms. Cheung (Note 2) 01/01/2006 3.06

sRE R+ (fifzt2) —ZERF-R—H

Mr. Liu (Note 2) 01/01/2006 3.06

25L& (ffzt2) —EERF-A-H

Mr. Zhang 01/01/2006 3.06

SR —ZERF-R—H

Ms. Tam Wai Chu, Maria 01/01/2006 3.06

EERRLL TR F—-A—H

Mr. Chung Shui Ming, 01/01/2006 3.06

Timpson

B LA —ZTERF-R—H

Dr. Cheng Chi Pang 01/01/2006 3.06

BEMEL —Z2ERF-A-H

(i) Employees and others ~ 01/01/2006 3.06

(i) B 8 R E A e VAN Sl =

Total

A

=N}

REETBIPT R AV BB B RHIB A T -

Approximate
Number of percentage of

Exercisable period underlying shareholding
(dd/mm/yyyy) shares B4R
TESW (B B/ %) HERHEE Balt
(Note 1)

(Het1)

01/01/2007 - 31/12/2011 16,923,315 0.40%
“TTLF-A—HE

—E——%+-A=+—H
01/01/2007 - 31/12/2011 16,914,184 0.40%

—EE+F-fF—HBE

—E—%+=ZA=1+—H
01/01/2007 - 31/12/2011 11,814,821 0.28%
s = K

—T——%+-fA=1+—H
01/01/2007 - 31/12/2011 1,166,670 0.03%
—EE+F-fF—HE

—E—%+=ZA=1+—H
01/01/2007 - 31/12/2011 1,166,670 0.03%

I e S =

—T——F+-A=+—H
01/01/2007 - 31/12/2011 1,166,670 0.03%
—ER+F-HF—HE

—T——%+ZA=+—H

49,152,330 1.17%
01/01/2007 - 31/12/2011 50,847,670 1.23%
“2PLF-A-BE
—3——F+-A=t-H
100,000,000 2.40%

REEHRE (R BRAT ’I 8
FhERRAE RS 2005/06



DISCLOSURE OF INTERESTS (Cont’d)

SHARE OPTION SCHEMES (Cont'd)

Notes:

1)

Each of the grantees to whom options have been conditionally
granted under the pre-IPO share option scheme will be entitled
to exercise

M

(i)

)

(v)

up to 20% of the shares that are subject to the option
so granted to him/her (rounded down to the nearest
whole number) at any time during the period
commencing on the 1st anniversary of the date on
which the relevant option was so granted to him/her
at 1 January 2006 (“Grant Date”) and ending on the
2nd anniversary of the Grant Date;

up to 40% of the shares that are subject to the option
so granted to him/her less the number of shares in
respect of which the option has been exercised
(rounded down to the nearest whole number) at any
time during the period commencing on the expiry of
the 2nd anniversary of the Grant Date and ending on
the 3rd anniversary of the Grant Date;

up to 60% of the shares that are subject to the option
so granted to him/her less the number of shares in
respect of which the option has been exercised
(rounded down to the nearest whole number) at any
time during the period commencing on the expiry of
the 3rd anniversary of the Grant Date and ending on
the 54th month from the Grant Date; and

such number of shares subject to the option so granted
to him/her less the number of shares in respect of which
the option has been exercised (rounded down to the
nearest whole number) at any time commencing from
the expiry of the 54th month from the Grant Date and
ending on the expiration of 60 months from the date
upon which such option is deemed to be granted and
accepted in accordance with the rules of the Pre-IPO
Share Option Scheme.

Mr. Liu is the spouse of Ms. Cheung. Therefore, Ms. Cheung
is deemed to be interested in the shares subject to the share
options granted to Mr. Liu and Mr. Liu is deemed to be
interested in the shares subject to the share options granted
to Ms. Cheung. Such interest has been disclosed in the
paragraph “Directors’ Interests and Short Positions in Shares,
Underlying Shares and Debentures”.

Save as disclosed as above, no options were granted, cancelled or
lapsed as at 27 March 2006.

The consideration paid by each grantee for each grant of options is
HK$1.00.

st ® o)

Bk

M

RIBE R AR RAT RSB RIS B R IR
TN EARA AT

(i) BT RE-A-R([RHAH))
EREHBERER BFZARESE
BEE R L BERTEIEBRERE
HRER D THEIB20% (KR E&ELH
BH)

(ii) AERYAMEE AT 2 HREE=R
FE AL BERTERTEBRERER
RIRR 1D T BB A0 % &= O 1T BB A4
BTG (DR EREINEY)

(iii) ARTEHREZRAEALESFE54
8 A8 B b BT TR R
HRERMTHRIB60% M ECITHERER
BEBETHRG (WREREILNE
)

(iv) BRE AR ESAEABZRE BEER
BERAFBRATERATEERARS
B R 5% A0 B R B HB1R 266018 A
6 BERF 1T PrE R R R BB AR R A 1)
M EBTTE B D TR (F0R
EREONEBE) -

FEERRELTOEE Al RELLTHE
BRI MERBRIER MR O MER ME
SR AU RA L T PR B fHE
oA RRD N [EERERO BN RE
FHRER MORE | — B EE-

PRS- SESHR R A

AR NG RENBRAER AT RER1.008 T
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DISCLOSURE OF INTERESTS (Cont’d)

INTERESTS AND SHORT POSITIONS OF
SHAREHOLDERS DISCLOSEABLE UNDER THE
SFO

As at 31 December 2005, the Company had not received any notice
of interests to be recorded under section 336 of the SFO as the
Company had not been listed on the Stock Exchange as at that date.

As at 27 March 2006, so far as is known to the directors and chief
executives of the Company, the following persons had interests or
short positions in the shares or underlying shares of the Company
which would fall to be disclosed to the Company under the provisions
of Divisions 2 and 3 of Part XV of the SFO, or which were recorded in
the register required to be kept by the Company under Section 336 of
the SFO:

REEFRURGHAATHRENRRER
R#E

R-ZERE+-A=+—B AREQFL RERZ
B BT BRI S AR IR 2 5 e B B 16 55 336153
KRR B AN

RZBTZANFZA-+tA REARAREEFRFETH
/\EFE%ILL}{T/\i%E“ﬁZK” ARt kAR AR 1 B R 2

KR MREESFRBE wﬁlJ%xv*Bzﬁsfh BTH
Eaﬂﬁdf 55 kB 1&FI336 15 BEARR AIRFTHER
faceks

No. of ordinary Approximate

shares of the percentage of

Name Capacity Company held shareholding
=g 5 # FHALALTEREE BASEKRAEDLL
(Note 1)
(Fitatt)
Best Result (Note 2) Beneficiary owner 2,986,800,000 71.97%
(Htzt2) BEREBA
HSBC Bank USA, National Association Trustee of YC 2006 QuickGRAT 2,986,800,000 71.97%
(Note 2) YC 2006 QUICkGRATHI{EFEA
(Kizt2)
Bank of The West (Note 2) Trustee of MCL Living Trust 2,986,800,000 71.97%
(Ftat2) MCL Living Trustf{55EA
Notes: (1) All the interests stated above represent long positions. MizE: (1) MBS RITE-

2 Best Result directly held 2,986,800,000 shares in the
Company. The issued share capital of Best Result is
held as to approximately 37.1% by Ms. Cheung as
the trustee and HSBC Bank USA, National Association
as the administrative trustee of YC 2006 QuickGRAT,
and as to approximately 37.1% by Ms. Cheung and
her spouse Mr. Liu as the trustees and the special
trustees and Bank of The West as the trustee of MCL
Living Trust.

Save as disclosed above, no other parties were recorded in the register
of the Company required to be kept under Section 336 of the SFO as
having interests or short positions in the shares or underlying shares
of the Company as at 27 March 2006.

@) Best Result B #4%7452,986,800,000%
AN RS - Best Result B 231 TAE AN
REZ T IAYC 2006 QUickGRATHY{E
FEAFHBREHSBC Bank USA,
National Association ATTI{EFEA & 15
FFHE#X37.1% + BREZ T REAREBE
S A LAMCL Living Trust{Z3E A R K5 B
BREAFHHEE

B EXPIREREESN R BB F AR RIEE
7 B E GBI 336 5N A RIRRT 2 B Feil A aiss
EEMATHAARRR AN BB 2 R &
Ao

REEHRE (R BRAT ’I 5
FRERZEAE TR 2005/06



™

CORPORATE GOVERNANCE

3

TR

NIAN
/B

The Company committed to the establishment and maintaining a high
standard of corporate governance practices and procedures. The
corporate governance principles of the Company emphasizes a quality
board, sound internal control and transparency and accountability to
all shareholders. The Board comprises nine persons, consisting of
four executive directors, one non-executive director and four
independent non-executive directors. The Board continues to review
its practices on timely basis in order to improve the Group corporate
governance practices to meet international recognised best practices.

DIRECTORS’ COMPLIANCE WITH THE MODEL
CODE

The Company has adopted the Model Code For Securities
Transactions By Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”). Specific enquiries have been
made to all directors, who have confirmed that they have complied
with the required standard set out in the Model Code.

COMPLIANCE WITH THE CODE ON CORPORATE
GOVERNANCE PRACTICES

Since the listing of its shares on The Stock Exchange, the Company
has complied with the Code on Corporate Governance Practices as
set out in Appendix 14 to the Listing Rules.

EXECUTIVE COMMITTEE

The members of the executive committee comprise Ms. Cheung Yan
(“Ms. Cheung”), Mr. Liu Ming Chung (“Mr. Liu”) and Mr. Zhang Cheng
Fei (“Mr. Zhang”). The executive committee is responsible for the
management and administration of the business of the Company and
any matters which are within the ordinary course of the Company’s
business under the control and supervision of the board and in
accordance with the provisions of the bye-laws of the Company.

AUDIT COMMITTEE

The members of the audit committee comprise Dr. Cheng Chi Pang,
Mr. Chung Shui Ming, Timpson and Ms. Tam Wai Chu, Maria and Mr.
Wang Hong Bo. The committee has reviewed with the management
the accounting principles and practices adopted by the Group and
discussed auditing, internal control and financial reporting matters with
the external auditors including a review of the unaudited consolidated
interim results for the six months ended 31 December 2005 prior to
recommending them to the Board for approval.

REMUNERATION COMMITTEE
The remuneration committee of the Company has been set up in
accordance with Appendix 14 to the Listing Rules. The committee
comprises Ms. Tam Wai Chu, Maria, Mr. Chung Shui Ming, Timpson,
Dr. Cheng Chi Pang, Mr. Liu and Mr. Zhang.

ZK Al -ERNEIREREENEEERESIRE
AAMEEEERUZEENEETGETERNA
%Bj% ARRERERAERAZEERNEEE-EXY
BNEKE BENENITES —LIFRTEE RS
B ETER - EEGNAE TR g EA%
B i) E A TE S E R EIR R A & S MK

\_ﬂ

ESSTRAET

ARFRRBBZFES LHRA ([ ETRA) Ko
108 BT A BB TRARBOBEPA (1178
T (BEREE B ARSH REOERETE
AT

BFEREARRATA

B R P LT AR AR T #5 Bl B
B4 ERERTRIRER-

PITERE

WTEEERERERELZL ([REZL]) 21EHhE
E(TRI%E]) REERALE ([REE]D HITEEGR
BARBEBHERMITR TEAREMZIRA BRI
X EREESEHIMEBTNARR EREEBBRETH
ECIEY

FRERE
EREEeNEBESEBE L ERALE EERL
iéﬁif?—iﬁﬁ‘ﬁi ZZBeHEEECEHNAEEMK
BRIERRIEH) 30 B BN BRI R A R E R
*Bﬁ*? LEBRREE SREEEEESELIE
FIEMBE -TTRF+ - A=+—HBILXERRRE
BERGATHEE-

FHESE

ARARERE ETRAMSI4RERIHFHNEE S K
BREEERLL ERALE BEBEL 2EER
RFELE
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OTHER INFORMATION

Hb&E ¥

INTERIM DIVIDEND
The directors do not recommend the payment of an interim dividend
for the six months ended 31 December 2005. Accordingly, no closure

of Register of Members of the Company is proposed.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

The Company’s shares were listed on the Stock Exchange on 3 March
2006 and therefore, during the six months ended 31 December 2005,
neither the Company nor any of its subsidiaries has purchased, sold

or redeemed any of the Company’s listed securities.

RRAR R
EELTRESEBETTRF T A=+ HIEA
{18 o AR B o Ut - A2 R A M SR AR SR A

Fige

ME - HEXREFL2F LTES

RARBRONR BB RE= A= BEBM LT Eit

TEERFT A=+ —RIEARER AR EE
NRAHEES HESBOARR LHES-
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION

BRGE0H

a8

CONDENSED CONSOLIDATED INCOME

STATEMENT

Sales

Cost of goods sold

Gross profit

Other gains — net
Selling and marketing costs

Administrative expenses

Operating profit

Finance costs

Profit before income tax

Income tax expense

Profit for the period

Profit attributable to:
Equity holders of the Company

Minority interests

Earnings per share for profit attributable
to equity holders of the Company
during the period (expressed in RMB
per share)

— basic

— diluted

HER
BEEEMKA

EF

Hith a5 58

B T T 5 HE R AR AR
TR

EEHE
AR

B BT 5B AT R
PRSI

HE RIS

HTH&HSA:

RATERFFE A
D BBIR R

HRAARER
R ARG
BREM (UK
ARKHE

— &K

— 8

BHRGEeRaER
Unaudited
Six months ended
31 December
RBEX
gE+=-A=+—H
IEAREA

Note 2005 2004
&t —FThEF —ETPNF
RMB’000 RMB’000

AR¥Frx AR F T

2 3,774,314 1,780,193
13 (2,945,696) (1,483,484)
828,618 296,709

12 104,015 5,808
13 (69,905) (83,310)
13 (82,749) (65,623)
779,979 213,584
14 (156,424) (62,756)
623,555 150,828
15 (47,064) (17,292)
576,491 133,536

560,216 126,616

16,275 6,920

576,491 133,536

16 0.19 0.04

16 N/ATi#E A N/AT 35 A

’I Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS A BT AR ()

CONDENSED CONSOLIDATED BALANCE SHEET

ASSETS

Non-current assets
Property, plant and equipment
Land use rights

Intangible asset

Current assets
Inventories

Trade and other receivables

Restricted cash

Bank and cash balances

Total assets

EQUITY

Capital and reserves attributable to
the equity holders of the Company
Share capital
Other reserves

Retained earnings

Minority interests

Total equity

HRReEEARE
Note As at As at
Hiat 31 December 30 June
2005 2005
—_EFLEF —ZETREF
+=ZA=+—H ~NAZ=+H
(Unaudited)
(KRB EZ)
RMB’000 RMB’000
AR®F T AREF T
BE
EmBEE
LIER IS 3 8,133,991 7,639,960
T {E AR 650,444 607,562
mAE 4 146,694 146,694
8,931,129 8,394,216
REBEE
FESS 5 901,905 998,174
W E SRR R
H b R IE 1,304,492 997,009
ZREIH 7 659,764 659,379
RITRIBeEH 333,362 651,587
3,199,523 3,306,149
mEE 12,130,652 11,700,365
i
EAREGZHEA
BhRELRFE
&N 8 312,000 312,000
EAb 858,680 828,330
IREBEF 1,690,676 1,181,624
2,861,356 2,321,954
DB RER 101,897 85,622
s 2,963,253 2,407,576

REEHRE (R BRAT ’I 9
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

CONDENSED CONSOLIDATED BALANCE SHEET HRFSEEARER @
(Cont’d)
Note As at As at
btat 31 December 30 June
2005 2005
—EERE —TTRF
+ZA=+—H NAZ=ZTH
(Unaudited)
(RBEZ)
RMB’000 RMB’000
ARBTF T ARMTFT
LIABILITIES aE
Non-current liabilities ERBESE
Other payables E b 5RIA 10 49,168 15,248
Borrowings EBE 11 3,829,627 3,817,280
Deferred income tax liabilities BEXEMERAE 194,175 169,747
4,072,970 4,002,275
Current liabilities nEatk
Trade and other payables ERESERK
H A T8 10 2,545,378 2,814,502
Current income tax payables FEfTENERFTIS AL 55,747 44,441
Borrowings B8 11 2,493,304 2,431,571
5,094,429 5,290,514
Total liabilities waf 9,167,399 9,292,789
Total equity and liabilities BESREE 12,130,652 11,700,365
Net current liabilities RBaERE (1,894,906) (1,984,365)
Total assets less current liabilities HEERTHER 7,036,223 6,409,851

2 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  f&ER%z& BB EH (48)

CONDENSED CONSOLIDATED STATEMENT OF BRGSERERR
CHANGES IN EQUITY

Unaudited
RBEX

Attributable to equity holders of

the Company
AR RESEAERL
Share Other Retained Minority
capital reserves earnings interests Total
SHBR
B Hiti ks REERF i a5t

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARETT ARETT ARETFT ARETT ARETT

Balance at 1 July 2004 —_FEmE
tA—R&% 312,000 (158,052) 895,138 80,250 1,129,336
Profit for the period HAF A - - 126,616 6,920 133,536
Dividend paid to a minority BERDHBRERE
shareholder - - - (9,000) (9,000)
Transfer R - 17,273 (17,273) - -
Currency translation differences ¥ HE =% - (1,487) - - (1,487)
Balance at —EEMmE
31 December 2004 +-A=+—H&& 312,000 (142,266) 1,004,481 78,170 1,252,385
Balance at 1 July 2005 —EFREtLA—H
e 312,000 828,330 1,181,624 85,622 2,407,576
Profit for the period BAf A - - 560,216 16,275 576,491
Transfer [54 - 51,164 (51,164) - -
Share issuance cost BRAD BEA TR AN - (19,394) - - (19,394)
Currency translation differences & ¥R E =58 - (1,420) - - (1,420)
Balance at —EERE
31 December 2005 +-A=+—H&& 312,000 858,680 1,690,676 101,897 2,963,253

REEHRE (R BRAT 2']
FRERZEAE TR 2005/06
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS ABTIEAR ()

CONDENSED CONSOLIDATED CASH FLOW BHRGSRERER

STATEMENT

Net cash generated from operating activities KEEBTRIR e FE
Net cash used in investing activities REEESFTRAR®FE
Net cash generated from financing activities BMERDAERLFRE

Net decrease in cash and cash equivalents BE&REBE&SZEWH L FE
Cash and cash equivalents at 1 July +tA-BEMREEREEED

Exchange losses on cash and cash equivalents  38& &35 & S{E Y& K 518

Cash and cash equivalents at 31 December +=—A=+—HHWBRERREEEY

Unaudited
Six months ended

31 December

KIBEL
BE+-—A=+-A

LA A
2005 2004
ZETRE —ETmeF
RMB’000 RMB’000
AR#F T ARBTFIT
296,884 673,374
(761,601) (721,083)
147,912 16,133
(316,805) (32,476)
651,587 446,890
(1,420) (1,487)
333,362 412,927

2 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  f&ER%z& BB EH (48)

NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (Cont'd)

1. Group reorganisation, basis of preparation and
accounting policies
Nine Dragons Paper (Holdings) Limited (the “Company”) was
incorporated in Bermuda on 17 August 2005 under the
Companies Act 1981 as an exempt company with limited
liability and became the holding company of the Group as result
of the group reorganisation (the “Reorganisation”) that
principally comprised the acquisition of Zhang’s Enterprises
Company Limited (“Zhang’s”), which holds directly or indirectly,
the entire share capital of Dongguan Nine Dragons Paper
Industries Company Limited (“Dongguan Nine Dragons”), Nine
Dragons Paper Industries (Taicang) Company Limited (“Taicang
Nine Dragons”), Dongguan Sea Dragon Paper Industries
Company Limited (“Dongguan Sea Dragon”) and Sea Dragon
Paper Industries (Taicang) Company Limited (“Taicang Sea
Dragon”). The Reorganisation became effective on 30
December 2005.

The Reorganisation involved companies under common
control, and the Group resulting from the Reorganisation is
regarded as a continuing group. Accordingly, the
Reorganisation has been accounted for on the basis of merger
accounting, under which the condensed consolidated financial
information have been prepared as if the Company had been
the holding company of other companies comprising the Group
throughout the period ended 31 December 2005, rather than
from the date on which the Reorganisation was completed.
The comparative figures as at 30 June 2005 and for the period
ended 31 December 2004 have been presented on the same

basis.

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard
34 “Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants.

SRS MBEERENE @

SHEA - GRUBEREFER

BB () AR AR ([ARR) R =ZE
AENRTEARBAEFE-NN—FRFDE
ERREEMK I AEREERAR LEEE
BR(MEA]) (XEBERERREEERA
a) MARAREENER AR - RREEXEERA
A ([REK]) BERAMERER=AEREEER
AR ([RERE]) REEE (KR) ERAT
([REHE]) REEREEERAF ([RE
BEel) MBEEAE (KR) AR AR (KA
Bl BEER-—ZTERFT-A=THER

EEPRFHRAEGE AT SREHAEER
AEEFENEE-Rit SARRSHEHE
AR Bl R RRAR & BT TS B RO R A A B E
E-TTERF+-A=+—HIEESR (e
JEERTR AR —EANEEEMKE AT
BER AR MR- R—TTRFA=TAK
HE_ZTOF+-A=+—HIEHHEMNLEER
IR ELEZT -

BRGEAMBRRDBERES DS RM
BB G ERIFE345 [ MBI E | mEd-
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

1. Group reorganisation, basis of preparation and
accounting policies (Cont’d)
The accounting policies and methods of computation used in
the preparation of these unaudited interim results are consistent
with those used in the prospectus issued by the Company on
20 February 2006 (the “Prospectus”). Accordingly, this
condensed financial information should be read in conjunction
with the Prospectus.

At 31 December 2005, there was a net current liabilities of
RMB1,894.9 million. Subsequent to the balance sheet date,
the Company issued 1,150,000,000 shares of HK$0.10 each
at HK$3.40 per share in connection with the listing of the
Company’s shares on The Stock Exchange of Hong Kong
Limited on 3 March 2006, and raised gross proceeds of
approximately HK$3,910,000,000. The directors are satisfied
based upon all of the information available to them that it is
appropriate for the accounts to be prepared on a going concern
basis.

2. Sales

The Group is principally engaged in the manufacture and sales
of paper. As the products and services provided by the
companies now comprising the Group are all related to the
manufacture and sales of paper and subject to similar business
risks, no segment information have been prepared by the
Group.

Sales recognised during the six months ended 31 December
2005 are as follows:

Sales of paper SHE AR
Sales of unbleached kraft pulp HEREARSE

SRS MBEERERNE @

SEHEHA-RREERGHBUR (B)

REARRERTHEEAAGH R R IER
RARRARZETNF_AZTBRHENERE
B ([ERER]) AL BRI EF—#2
BRI AN R ERER-

R-ZTTR&E+_A=+—HB KRBEEFEAL
AR#1,894,900,0007 - R&EE B 1% ANAFIF
ZEERF-RA-ARRARNHEBRBHER
SHERAT EMmiEERS. 408 LT
1,150,000,000% F AR EI{E0.107%8 ST AR 15 55
B4 $£493,910,000,000/8 7T AR IEFTER
BHRREARSECEEERRTBRE

HEH

REE T BN ERREN AR AEEREEET
REFRRH Z Em kRS2 REHRRAME AT
AR 7 FTSRMARAR S AR B AR ELUE B
HAR] D BB E KL -

BE-TTAF+-A=+—ALABEARE
ZEEENT:

Six months ended
31 December

HE+=-RA=+—H
IEREA

2005 2004
—EERE —ETPNF
RMB’000 RMB’000
AR¥Frx AR F T
3,652,542 1,694,976
121,772 85,217
3,774,314 1,780,193

2 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  f&ER%z& BB EH (48)

NOTES TO THE CONDENSED CONSOLIDATED SRS MBEERENE @
FINANCIAL STATEMENTS (Cont'd)
3. Capital expenditure 3. =N

Opening net book amount as at
1 July 2005

Additions

Disposals

Amortisation/depreciation charges

Closing net book amount as at
31 December 2005

Opening net book amount as at
1 July 2004

Additions

Disposals

Amortisation/depreciation charges

Closing net book amount as at
31 December 2004

Additions

Acquisition of subsidiaries
Disposals
Amortisation/depreciation charges

Closing net book amount as at
30 June 2005

—EFafEtLA—HH
VIEREE

NE

HE

W WERX

“TERE+ZA
=+—BH#MRKREE

“EFmNFEEA—-BH
MEREE

NE

HE

i MERAX

“EFmE+ZA
=+—B#MRKREE

NE

U BB B A A
HeE

i MERAX

ZEFRESRAZTH
HisBREE

(@ Certain property, plant and equipment of the (a)

Group with carrying values of approximately
RMB2,567,776,000 as at 31 December 2005 (30 June
2005: RMB2,568,993,000) had been pledged for bank

borrowings of the Group (note 11).

(b) Bank borrowings are secured on land with the carrying (b)
amount of RMB227,146,000 as at 31 December 2005

(30 June 2005: RMB228,098,000) (note 11).

Property, plant
Land use rights and equipment
TibiERE WEBERR

RMB’000 RMB’000
ARBTFT ARTFT
607,562 7,639,960
49,459 658,734
- (4,988)
(6,577) (159,715)

650,444 8,133,991
159,005 2,864,932

- 684,457
- (1,443)
911) (60,084)
158,094 3,487,862
55,582 1,326,118
397,632 2,942,192
- (5,914)
(3,746) (110,298)
607,562 7,639,960

WZZTTRGF+-_A=1+—0 &%H
HEREELNARH2,567,776,0007T
(ZETRFAAA=Z+TH:AR%
2,568,993,0007T) B T3 - BE Kk
B AR R AR BT ARNRITE
& (MizE11) -

M-ZTERE+-F=1+—01 17
BUABR®EEARK227,146,0007T (=
TZTHENAZTH ARE
228,098,0007T) #y + s VEHE A (i3
11)°
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

BRGRAMBER (B)

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

4.

Intangible asset

Intangible asset as at 31 December 2005 represents goodwill,
being the excess of the fair value of the shares of Zhang’s
issued in consideration of acquisition over the fair value of the
Group’s share of the net identifiable assets of the Nine Dragons
Paper Industries Co., Ltd, Millennium Scope Limited, Emperor
Dragon Paper Industries Co., Ltd., River Dragon Paper
Industries Co., Ltd. and their subsidiaries (the “Acquired

Subsidiaries”) on 1 January 2005.

The fair value of the shares of Zhang’s and the fair value of the
net identifiable assets of the Acquired Subsidiaries are based
on the business valuation carried out by Vigers Appraisal &
Consulting Limited, the independent valuers, on 1 January
2005. Accordingly, the goodwill is attributed to the expected
high profitability of the acquired subsidiaries and significant

synergies expected to arise after the acquisitions.

The directors do not consider that a provision for impairment
in the carrying amount of the goodwill as at 31 December
2005 is necessary based on the business valuation carried
out by Vigers Appraisal & Consulting Limited as at 30
November 2005.

Inventories

At cost: R :
Raw materials =
Finished goods B G

Certain inventories of the Group with carrying values of
approximately RMB39,000,000 as at 31 December 2005 (30
June 2005: RMB150,000,000) had been pledged for bank

borrowings of the Group (note 11).

SRS MBEERERNE @

%

EEE
—EERFT A=+ -BNEREERRD
2 RRR R AU R EPR BT AT E
BEBHAEER -_ZZRF— B —HH1ENne

Dragons Paper Industries Co., Ltd, Millennium

ﬂ% %

Scope Limited, Emperor Dragon Paper
Industries Co., Ltd., River Dragon Paper
Industries Co., Ltd. & E @R =] ([FrigiEt S
NA) ABRFEEATEENERE

REMBRG AT EERNEEMEEHRE A

A] sﬁ%E‘J%ﬁELWETﬁ'thﬁ’é?%l%fﬁﬁﬂi@zﬂ
HEENMEBERERATNR -_ZTRF—A—
HATETTR RS EEE - At B8 HE R
FrUEHT B A AT e N RS A RETTHE
SRR ERE BRYEN SR E-.

RBFBIEETHBRERAFN -Z2ZR
F+—A=TANEGHE ESRREERR
—ETRFEF A=+ ANEEREERE
BB

FE
31 December 30 June
2005 2005
—ZETEHF —TTRF
+=ZA=+—H ~NA=+H
RMB’000 RMB’000
AR #TFT ARETFT
650,791 669,312
251,114 328,862
901,905 998,174

RZBZTRF+A=1+—B x5EKEEAE
# AR 39,000,000 (ZETRFAA=T
H: AR#150,000,0007T) (& FFE BIELR
WAEEATEARRITEE (PIEE11) -
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS A BT AR ()

NOTES TO THE CONDENSED CONSOLIDATED WIS M BEREME @
FINANCIAL STATEMENTS (Cont'd)
6. Trade and other receivables 6. ERESRAREMERRE
31 December 30 June
2005 2005
—ZETEHF —TTRHF
+-HA=+—H ~NA=+H
RMB’000 RMB’000
AR#TFx ARBETFT
Trade receivables due from: W T3IETT 2 B SRR
— third parties = 756,039 564,079
— related parties (note 19(d)) — BB AL (B:19(d)) 16,967 19,381
773,006 583,460
Bills receivable FEURIE 219,044 179,883
Prepayments TEfIFRIA 179,423 144,265
Amounts due from a shareholder e — IR FIE (ftit(a))
(note (a)) 163 -
Amounts due from related parties FEW B BEEALTHRIE
(note (a) & note 19(d)) (Bt 3a) R MTa£19(d)) 38,748 10,768
Other receivables H A EIGRIE 94,108 78,633
1,304,492 997,009
(@  The amounts due are unsecured, interest free and €) M AR BRI B AR E R E

repayable on demand.

e
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS ABTIEAR ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

6.

7.

Trade and other receivables (Cont’d)

(b)

The Group’s sales to corporate customers are entered

SRS MBEERERNE @

6. B E SRRt ERXE (&)

into on credit terms around 30 to 60 days. As at 31

December 2005, the ageing analysis of trade

receivables is as follows:

0-30 days
31-60 days
61-90 days
Over 90 days

There is no concentration of credit risk with respect to

trade receivables as the Group has a large number of

0&30H
31E60H
61E290H
#90H

customers, which are widely dispersed within the PRC.

Restricted cash

Pledged as securities for bank
borrowings (note (a) & note 11)

Pledged as securities for banking

facilities (note (b))

()

FEERLETPHER THS0E60

HEEH -BEZE-ZTHF+ A=+

— B BB SRR R

BT

31 December 30 June
2005 2005
—ZETEHF —TTRF
+—A=+—H NA=+H
RMB’000 RMB’000
AR#¥FT ARMFIT
573,975 372,896
159,692 137,342
27,139 39,460

12,200 33,762
773,006 583,460

7. ZRERE

FIRTTIEEERNERR
(ftetia) R ffat11)
FIRTTRUBBEE RN EIR R (72 0))

ENALEEFPRZ EH2TE Bt EERE
SRR EERBIL TP -

31 December 30 June
2005 2005
—EThEF —ETRF
+-HA=+—H NA=1H
RMB’000 RMB’000
ARBTFiT ARMFIT
16,600 16,600
643,164 642,779
659,764 659,379
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

BRGRAMBER (B)

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

7.

Restricted cash (Cont’d)

(a) Restricted cash earns interest at a fixed rate of 2.75%
per annum.
(b) Restricted cash earns interest at floating rates ranging

from 0.72% to 2.07% per annum.

Share capital
Movements were:

Authorised

Ordinary shares of HK$1.00
each upon incorporation

Sub-division of issued shares

Increase in authorised share
capital of HK$0.1 each

Ordinary shares of HK$0.10 each

Issued and fully paid

Ordinary shares of HK$1.00 each
issued nil paid
Sub-division of issued shares
On acquisition of Nine Dragons
Paper (BVI) Group Limited
(“NDP (BVI)"):
- shares issued to Best Result
Holdings Limited
(“Best Result”),
credited as fully paid
of HK$0.10 each
- shares issued to Max Dragon
Profits Limited
(“Max Dragon”),
credited as fully paid of
HK$0.10 each
- nil-paid shares transferred to
Best Result, credited as
fully paid of HK$0.10 each

Ordinary shares of HK$0.10 each

Note
izt
BE
FEMA T SR
HEE1.008 T LB (@)
SHFBETRG (b)
(b)
EINFREE. 1S
EERA ()
SREE0. 10T L B
BETRHR
BRMEET.00B THARE
R E AR (@)
AHREEITIRG (b)
L §ENine Dragons Paper

(BVI) Group Limited

(TNDP (BVI)) ) #:

—AIBest Result Holdings
Limited ( [Best Result])
BITHRG Bk
EEA010ET
ANEBSRE (d)

—[AMax Dragon Profits
Limited ( [Max Dragon] )
BITMRG SR
AEA010ETT
AR AS R (d)

— 85 TBest Result By R4
REG SREER
01087 ARAHE (d)

BREE. 108 T L Bk

SRS MBEERENE @

7. ZRHEBE (B)
IR HER SIRIEE M 2,75 % EAF

(@)

B o
o

(b) ERERSREHFNE0.72% F
2.07 %HEEF B o
8. ;N
EEIT

Nominal Equivalent
Number of value of nominal value of
Ordinary shares ordinary shares ordinary shares
LEREA LEBmEE LEREESE
HK$'000 RMB’000
FET AREFT
100,000 100 104
900,000 - -
1,000,000 100 104
7,999,000,000 799,900 831,896
8,000,000,000 800,000 832,000
100,000 100 104
900,000 - -
2,985,800,000 298,580 310,523
13,200,000 1,320 1,373
3,000,000,000 300,000 312,000

REEHRE (R BRAT 29
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS ABTIEAR ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

8.

Share capital (Cont’d)

(@)

At the date of incorporation, the Company’s authorised
share capital was HK$100,000 divided into 100,000
shares of HK$1.00 each. On 27 September 2005,
100,000 nil-paid shares of HK$1.00 each were issued
to Ms. Cheung.

On 30 December 2005, every share of HK$1.00
Company was sub-divided into 10 shares of HK$0.10

each.

On 30 December 2005, the authorised share capital
of the Company was increased from HK$100,000 to
HK$800,000,000 by the creation of additional
7,999,000,000 shares of HK$0.10 each.

On 30 December 2005, the Company issued
2,985,800,000 shares to Best Result, credited as fully
paid, and 13,200,000 shares to Max Dragon, credited
as fully paid, and credited as fully paid the 1,000,000
nil-paid shares held by Best Result in consideration
for the transfer of the entire issued share capital of
NDP (BVI) from Ms. Cheung Yan (“Ms. Cheung”), Mr.
Liu Ming Chung (“Mr. Liu”), Mr. Zhang Cheng Fei (“Mr.
Zhang”) and Ms. Chang Siu Hon (“Ms. Chang”) to the

Company.

SRS MBEERERNE @

(a)

Bz (&)

RARAEMRL B EEAERAA
100,000/ 7T 9 £100,0000 S EE 1,00/
THRB-N-_ETREFAA -+ AR
B2+ %17100,000/ IR EE1.00 AR
BARARRR AR o

R-ZERFE+-F=1+H ARTEREE
1.008 T E2HROHFAI0RFREE
01078 LAk 17

R-ZERFE+-F=1+H ARTNEER
KA #327,999,000,000/% B B I {E0. 10/ T
HII% {3+ $5100,00078 7T £800,000,0007

JTo

RZEZRF+-A=1H ADQFABest
Result?772,985,800,000/% A Bk &4 & At A
Hi& 17 I FIMax Dragon®7713,200,0008% A
AR BRAR R - MBest ResultFTHHf)
1,000,000 ARE B AR AIARE 22+ ([RE
Ttl) BB EE ([BI%4E]) REREE
(IREE]D) REFAZT ([Rzt]) AR
FIEENDP BV 2 HE BITRAMNKEBAR
R
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  f&ER%z& BB EH (48)

NOTES TO THE CONDENSED CONSOLIDATED WIS M BEREME @
FINANCIAL STATEMENTS (Cont'd)
9. Other reserves 9. H % 4
Statutory
reserve and
Share enterprise
issuance expansion
Contributed cost Capital fund
surplus Bt reserve  EEMER  Translation Total
KmBE BITHAE EXfE CEERES #E A
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
ARBFT AREFT ARETT AREFT AREFT ARETT
(note (a)) (note (b))
(M) (W)
As at 1 July 2004 —F5mELA—A (310,921) - 98,980 50,115 3,774 (158,052)
Transfer from net profit A - - - 17,273 - 17,273
Currency translation differences ~ E¥HEZ%E - - - - (1,487) (1,487)
As at 31 December 2004 _TTmE
+ZB=+-H (310,921) - 98,980 67,388 2,287 (142,266)
Capitalisation of advances from  EFRRRBZR
then shareholders BEER 253,797 - - - - 253,797
Acquisition of subsidiaries WEHBAR 717,666 - - - - 717,666
Currency tranglation differences ~ S¥iHE=% - - - - (867) (867)
As at 30 June 2005 —T3I%
~A=+H 660,542 - 98,980 67,388 1,420 828,330
Transfer from net profit A - - - 51,164 - 51,164
Share issuance cost BRDBITRA - (19,394) - - - (19,394)
Currency tranglation differences ~ S¥iHE=% - - - - (1,420) (1,420)
As at 31 December 2005 —TTI%
+ZB=+-H 660,542 (19,394) 98,980 118,552 - 858,680
() Contributed surplus of the Group represents the (@) REBMMNBRAIERESEAE (M1 BT

difference between the share capital of subsidiaries
acquired pursuant to the Reorganisation (note 1) over
the nominal value of the share capital of the Company

issued in exchange therefore.

YR I 1 RO AR AR AR R IR AR AR
P TTR A E(ER Z 5

REEHRE (R BRAT 8 1
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

BRGRAMBER (B)

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

9. Other reserves (Cont’d)

(b)

Statutory reserve and enterprise expansion fund

In accordance with relevant rules and regulation on
foreign investment enterprise established in the PRC,
except for Nine Dragons Xing An Paper Industries
(Inner-Mongolia) Company Limited (“ND Xing An”), all
the PRC companies are required to transfer 10% of
their profit after taxation calculated under PRC
accounting rules and regulations to the statutory
reserve fund, until the accumulated total of the fund
reaches 50% of their registered capital. The statutory
reserve fund may be distributed to shareholders in the
form of bonus issue. In addition, Dongguan Nine
Dragons Transportation Company Limited and Nine
Dragons Transportation (Taicang) Company Limited are
required to transfer between 5% and 10% of their profit
after taxation calculated under PRC accounting rules
and regulations to the statutory public welfare fund.
The statutory public welfare fund is employed for the

staff collective welfare facilities.

In accordance with relevant rules and regulations in
the PRC applied on ND Xing An, the appropriations to
the statutory reserve fund and enterprise expansion
fund are determined by the board of directors of ND
Xing An.

SRS MBEERERNE @

9. Hinfe# (&)

(b)

EEMERLRZERED

IRIBFE P B ST S R A 2R AE
HBISOER  BRAREELFR (REH)
BRAR ([REHRR]) Ih NEERE
AP EA RIS EIRRP RS
HRAFOERETE10%RBE N HE
BEZXAERABAES BEZLERR
FHERETEMEARL0% A 1L R E B iR
RIEE R ABITARE 7 A 53k T A
Reltsh REMARIEEBER AT LK
RREEHERAFASRETES
RAREBRFTENRBIENE % =
10% BB ELERRETREAEEA

EE TERBRENRE2M-

RBEARRBER L 2 HEEERAIR
EROEEBBRABERECERRES
ZAMERAERRESTEEE-
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  f&ER%z& BB EH (48)

NOTES TO THE CONDENSED CONSOLIDATED WIS M BEREME @
FINANCIAL STATEMENTS (Cont'd)
10. Trade and other payables 10. ERESRIAREMEMNKE
31 December 30 June
2005 2005
—ETEE —ETRF
+=ZA=+—H ~NA=+H
RMB’000 RMB’000
ARBF T ARBTFT
Trade payables due to: ERTAEG 2B RN
— third parties —E=h 390,009 596,960
— related parties (note19 (d)) —EBEALT (B1:7719() 669,843 847,770
1,059,852 1,444,730
Bills payable, secured ERRE (BEF) 736,000 723,066
Deposits from customers RPN ZES 55,072 41,082
Amount due to a director ERESEHE
(note (a) & note 19 (d)) (Bt 3a) R T a£19(d)) 45,537 -
Amount due to a related party FEtEREALRIEA
(note (a) & note 19 (d)) (K@) & Ha19(d)) 9,235 1,063
Other payables Hih R FIE 652,169 565,158
Staff welfare benefit payable B IR 18,178 25,324
Accrued expenses fEFTE A 18,503 29,327
2,504,546 2,829,750
Less: Other payables included S EFAFERENAER
in non-current liabilities H A eI FIE
Leases payable for land THF AN ENES
use rights (14,709) (15,248)
Deferred government RIER T H B E (Mfitb))
grants (note (b)) (34,459) -
(49,168) (15,248)
2,545,378 2,814,502

REEHRE (R BRAT 88
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

10.

Trade and other payables (Cont’d)
(@) The amounts due are unsecured, interest free and

repayable upon demand.

(b) The Group has received grants amounted to
RMB49,459,000 from the government authority as
assistance to the Group for purchases, construction
or otherwise acquisitions of plant and buildings.
As at 31 December 2005, the Group has utilised
an amount of RMB15,000,000 to acquired certain

buildings.

The ageing analysis of trade payables as at 31 December

2005 is as follows:

0 - 90 days

91 — 180 days
181 — 365 days
Over 365 days

0Z90H
91%180H
181ZE365H
#1365H

HRGSMBEERME »
10. MENESERREEMTRE (5

(@) RN IR SEER R ERERERE

i=o

(b) ANEE B WEB TR R S fE R A B AR
EEBEE HEEs AL MR RERE
REFOEDE ARBARE
49,459,0007L R —EZHE+ A=
+—HB AEBEHAARE
15,000,000 C S FEF-

R-BERF+-_A=T—BRNESERRZ
FREeOMTIAT :

31 December 30 June
2005 2005
—EFRF —TERF
+-A=+—H ~A=+H
RMB’000 RMB’000
AR¥TFT ARBTFT
986,214 1,304,087
35,425 44,683
20,302 92,310

17,911 3,650
1,059,852 1,444,730

3
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS A BT AR ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

11. Borrowings

Non-current FETRE

Current k)

- Short term bank borrowings —RHERITEE

— Current portion of long-term — REIRIT 8 B B A7
bank borrowings

Total borrowings mEg

As at 31 December 2005,
RMB3,746,762,000 (30 June 2005: RMB3,565,530,000)

are secured by assets of the Group and guarantees given

borrowings of

by related parties, which are detailed as follows:

Borrowings secured by assets of
the Group only (note (a)) (Kt &%(a))

Borrowings secured by guarantees
given by related parties (note 19(g)) (Kta£19(e)

Borrowings secured by both assets
of the Group and guarantees
given by related parties

(note (a) & note 19(e))

WIS M BEREME @
11. BE&
31 December 30 June
2005 2005
—_EFLEF —EEREF
+=-HA=+—H NA=+H
RMB’000 RMB’000
ARBF T AREF T
3,829,627 3,817,280
470,040 1,767,563
b2

2,023,264 664,008
2,493,304 2,431,571
6,322,931 6,248,851

EUREENEEFETNE
VAT B3 A P B AR
RARNEENEERE BE

AT T E R ERR
WEE (K@) &19(e))

R-TTRE+_A=1+—B UAREENEE
REMBEANTELERIEEROERES R A
AR¥3,746,762,0007T (ZEERF A=+
A: AR#%3,565,530,0007T) BT

31 December 30 June
2005 2005
—_ETRE —EERF
+-H=+—H NA=1+H
RMB’000 RMB’000
AR¥F T ARM T

e
1,149,798 1,400,966
787,500 1,304,300
1,809,464 860,264
3,746,762 3,565,530
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

NOTES TO THE CONDENSED CONSOLIDATED MRS M BEREME @
FINANCIAL STATEMENTS (Cont'd)
11.  Borrowings (Cont'd) 11. HBEE)
(a) Details of the Group’s assets pledged as securities @) EAAEEEREREERRREE

for borrowings are disclosed in notes 3, 5 and 7. ZFHE D RIS - sRTHREE-

The maturity of the borrowings is as follows: BEREANT:
31 December 30 June
2005 2005
—EFTAE —ETHF
+=ZA=+—8 NA=TH
RMB’000 RMB’000
AR®F T ARBTFT
Within 1 year 1F A" 2,493,304 2,431,571
Between 1 and 2 years 1FEE2F 1,461,995 1,195,835
Between 2 and 5 years 2F E5F 2,177,632 2,256,445
Wholly repayable within 5 years EARSFABEER 6,132,931 5,883,851
Over 5 years wm5F 190,000 365,000
6,322,931 6,248,851

The effective interest rates as at 31 December 2005 are

REZERF+-RA=+—BZEEMNERET:

as follows:
31 December 30 June
2005 2005
—_EFLEF —EERF
+=-ZRA=+—H NA=+A
RMB’000 RMB’000
AR #¥F T ARBTFT
Long-term bank borrowings RHRITEE 5.567% 5,5624%
Short-term bank borrowings RHRTEE 5.447% 5.242%

The carrying amounts of short-term bank borrowings and RHRTEERRARITEE ZRABERER

long-term bank borrowings approximate their fair value. T EBEREE-

8 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS A BT AR ()

NOTES TO THE CONDENSED CONSOLIDATED BRGFE M EmERME @
FINANCIAL STATEMENTS (Cont'd)
11.  Borrowings (Cont’d) 11. #BEE)

The carrying amounts of all the Group’s borrowings as at RZEER

31 December 2005 are denominated in the following

currencies:
RMB AR
US Dollars =y

EFE+-R=+—HB &EEMBEREE
ZEREES AT I B E:

The Group has the following undrawn borrowing facilities:

Floating rate: FE)A
- expiring within one year —1F A EIH
— expiring beyond one year —1F&E3H

31 December 30 June
2005 2005
—_EFLEF —ZETREF
+=A=+—H ~NAZ=+H
RMB’000 RMB’000
AR¥Frx AREF
5,208,372 5,191,055
1,114,559 1,057,796
6,322,931 6,248,851
AEBMRIERZ EERBENT:
31 December 30 June
2005 2005
—_ETREF —EERF
+ZA=+—H NA=1+H
RMB’000 RMB’000
ARE%Fr AREF T
1,280,613 301,979
442,329 629,005
1,722,942 930,984

REEHRE (R BRAT 87
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS ABTIEAR ()

NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (Cont'd)
12. Other gains - net

Transportation
Sales of scrap materials
Sales of electricity

Interest income

13. Expenses by nature

B

SHEE IR
HEED
A BUA

Expenses included in cost of goods sold, selling and marketing

costs and administrative expenses are analysed as follows:

Depreciation of fixed assets (note 3)

Add: amount absorbed in opening
inventories

Less: amount absorbed in closing

inventories

Employee benefit expense
Changes in finished goods
Raw materials and consumables used
Operating leases
— Land use rights (hote 3)
— Buildings

B EENE (H23)
pBE AHNEENEE

B ERFABKREERHE

EEBAMAX

FX
EFEA R R A &
rEEE
— IR (A73)
—BF

RSB RERME @)

12.

13.

Hit iy 38
Six months ended
31 December
BEz+_-A=+—H
17<EAR

2005 2004
—TTIE —ETF
RMB’000 RMB’000
AR#TFT ARBFT
(293) 672
14,221 950
81,902 789
8,185 3,397
104,015 5,808

BHEEHSHRAX

FEAREEMAA SHE R TISHEERAMITER

XIS
2005 2004
—EERE —ETPF
RMB’000 RMB’000
ARBF T ARMTF T
159,715 60,084
11,302 8,312
(12,974) (2,240)
158,043 66,156
146,882 69,179
(77,748) (172,952)
2,701,434 1,342,056
6,577 911
108 82

8 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  f&ER%z& BB EH (48)

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)

14, Finance costs

Interest on bank borrowings IRITEER B
Less: interest capitalised S BB AEFE
Bills discount charge SRR ER
Other incidental borrowing cost A EER A
Exchange gains on borrowings BENE K

The capitalisation rate applied to funds borrowed generally
and used for the development of construction in progress is
5.642% for the six months ended 31 December 2005 (2004:

5.266%).
15. Income tax expense
Current tax BNVER# IR
- Hong Kong profits tax —BENEH
- PRC enterprise income tax — B ETFH
Deferred income tax RIEFTIS L

MRS B RERME @)

14. BE R &
Six months ended
31 December

BE+-RA=+—H
LAREA
2005 2004
—ETHE —TTEF
RMB’000 RMB’000

AR#TFT ARETT

169,101 76,446
(19,785) (25,051)
149,316 51,395
16,219 9,661
2,246 1,702
(11,357) (2)
156,424 62,756

HE-_ZTAF+-A=+—HIL~ER —K
AREEREEIEMEARERZERHE
BZEARLERAES. 642% (ZETHE:
5.266%) °

15. FEHEX
Six months ended
31 December
BE+-A=+—H

1AM A

2005 2004
=t 2 58 —FEmE
RMB’000 RMB’000

AR#TFT ARETT

22,636 3,797
22,636 3,797
24,428 13,495
47,064 17,292

REEHRE (R BRAT 89
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

NOTES TO THE CONDENSED CONSOLIDATED HGEMBREME @

FINANCIAL STATEMENTS (Cont'd)

15. Income tax expense (Cont’d) 15.
Hong Kong profits tax has not been provided as the Group
did not have any assessable profits during six months ended
31 December 2005. PRC enterprise income tax has been
calculated on the estimated assessable profit for the period at

the rates of taxation applicable to the respective subsidiaries.

16. Earnings per share 16.
— Basic
Basic earnings per share is calculated by dividing the profit
attributable to equity holders of the Company by the weighted

average number of ordinary shares in issue during the period.

Profit attributable to equity holders of RN B FEE AR
the Company (RMB’000) (ARBFT)

Number of ordinary shares in issue BRITERREE (UFRA)
(shares in thousands)

Basic earnings per share BREARRT (BRARK)
(RMB per share)
— Diluted

No diluted earnings per share is presented as there were no
potential dilutive ordinary shares outstanding during the

periods.

585 3 (48)

HRAEERBEE-TERAF+_A=1+—H
L] B A I TR AR - S R B EE
NS ET IR - P B RS AR RS
JERRBE M IRE B MERM B A R R E -

BRER

= 2N
EBRERBNIIABMARRRIEER A ARA
SEAMBRIA S BT E mAR A I I B

Six months ended
31 December
B=E+=-RA=+—H

1IE7E A
2005 2004
—EERE —ETPNF
560,216 126,616
3,000,000 3,000,000
0.19 0.04

—#E
BRI B B S e 20T Eik A
E25FREERT-
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  f&ER%z& BB EH (48)

NOTES TO THE CONDENSED CONSOLIDATED ERR A MBRERME )
FINANCIAL STATEMENTS (Cont'd)

17.  Contingencies 17. HEEE
31 December 30 June
2005 2005
—ETEE —ETRF
+=ZA=+—H ~NA=+H
RMB’000 RMB’000
AR#TFT ARBTFT
Corporate guarantees for bank REEEATERNRITEER
borrowings and credit facilities =B RBEEIM & H b EER
granted to a related party (note 19(e)) (Bf5£19()) 30,000 62,000
18. Commitments 18.  KifE
(@) Capital commitments (@) B RE
Capital expenditure as at 31 December 2005 but not R-EZERAF+_A=+—RAEREE
yet incurred is as follows: ARSI
31 December 30 June
2005 2005
—ETEE —ETRF
+=ZA=+—H ~NA=+H8
RMB’000 RMB’000
ARBTFx ARBTFT
Contracted but not provided for EHENEES L
— Property, plant and equipment — W BB R R 7,672 595,586
Authorised but not contracted for EEEERETA
— Property, plant and equipment — W BB R R - 490,558
7,672 1,086,144

REEHRE (R BRAT 4 ']

FhERRAE RS 2005/06
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)
18. Commitments (Cont’d)
(b) Operating leases commitments — where the Group is
the lessee
The future aggregate minimum lease payments under

non-cancellable operating leases are as follows:

Property, plant and equipment:  #1%iE MR &

Not later than one year E2NES
Later than one year and not LM FRESFA

later than five years

RSB RERME @)

18. kg (&)
(b) REHEAIE — ANE B BANA

RET AR S E ST R

wWHSImT:

31 December 30 June
2005 2005

—EThEF —ETRF
+-HA=+—H NA=1H
RMB’000 RMB’000
ARBTFiT ARMTFIT
2,059 -

3,391 -

5,450 -

4 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

BRGRAMBER (B)

NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS (Cont'd)

19. Related party transactions

@

Name and relationship with related parties
Name
=1

America Chung Nam Inc. (“ACN”)
EERmEARAR ([EEFRHE])

Dongguan Sea Dragon*
HoogRe

Taicang Nine Dragons*
RNEEE

Taicang Sea Dragon*
KB

Nine Dragons Packaging (Taicang)
Company Limited (“Taicang Packaging”)
nEeE (KR) ERAR (TAEEE])

Dongguan Sky Dragon Paper Industries
Company Limited (“Dongguan Sky Dragon”)
REREBEFRAR ([REXE])

Dongguan Tian Jin Trading Company Limited
(“Dongguan Tian Jin”)
REXEBSHERAA ([REXE])

Nine Dragons Paper Industries Company Limited
(“NDP Industries”)*

Millennium Scope Limited (“MSL”")*

* These related parties became wholly
owned subsidiaries of Zhang’s effective
1 January 2005.

MRS B RERME @)

19. FREALTXS
(@) BREAN T2 EBREIE
Relationship

A 1%

Company beneficially owned by Ms. Cheung and Mr. Liu
REXZTREGEEREBNHA

Company beneficially owned by Ms. Cheung, Mr. Liu and
Mr. Zhang before 1 January 2005
M-ZEZRF-A-RAARERL BIRERREEEEER
E"]/A A

Company beneficially owned by Mr. Zhang
before 1 January 2005
RZZZERF—A—HAREEEREENAT

Company beneficially owned by Mr. Zhang
before 1 January 2005
RZZTRF-—A—BREEEZEBNHA

Company beneficially owned by Mr. Zhang
REEBERBENR

Company beneﬁcially owned by Mr. Zhang
RAEFEBERHENR

Company beneﬁcially owned by Mr. Zhang
REEBERHENR

Company beneficially owned by Mr. Zhang

before 1 January 2005 and acts as holding company of

Taicang Nine Dragons

RZEERF-—A—BAREEBEHZEENRRARBARE
BERIIZERR A A

Company beneficially owned by Mr. Zhang

before 1 January 2005 and acts as holding company of
Dongguan Sea Dragon
RZEERF-—A—BAREEBEHZEENRRARBRRESR
TERERIER A ]

* ZEEMEALE _ZETRF-A—BERRA/KRK
B2 EME AR

REEHRE (R BRAT
FhERRAE RS 2005/06 48



CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS ABTIEAR ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)
19. Related party transactions (Cont’d)
(b) Transactions with related parties
During the six months ended 31 December 2005, the
Group had the following significant transactions with
related parties. Sales and purchase transactions are
negotiated with related parties in the normal course of
business with a margin on the same basis with non-

related parties:

ijis
mt
oo

Sales of goods: #H

>|_
i

>~_
m
g %
% B

Taicang Nine Dragons

Taicang Packaging

Sales of raw materials: HERE:
Dongguan Sea Dragon RETEH
Purchase of direct materials: HEEERM
ACN EEH R
Recovered paper REAR
Kraft pulp NEE
Taicang Packaging REBE
Recovered paper REHE

RSB RERME @)

19. FHEALZS (&)

(b)

HEBEANTHETZRE
PEEZZZERF+-_A=+—HIEX
EA AEEGEBREALETUT
EARG-HAMEATETZEER
SIEEREBBETET FIERDY
EE EAEEIERE A T H R

Six months ended
31 December
B=E+=-RA=+—H

1IE7E A
2005 2004
—EERE —ETPNF
RMB’000 RMB’000
ARBFIT ARETFT
- 19,803
48,369 16,600
48,369 36,403
- 554
1,273,009 535,292
135,498 126,764
1,408,507 662,056
2,498 -
1,411,005 662,056

4 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS A BT AR ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)
19.

Related party transactions (Cont’d)
(c) Key management compensation

Salaries
Post-employment benefits

(d) Balances with related parties

Trade balances due from:

Trade receivables
- Taicang Packaging

Non-trade balances due from:

Related parties:

— Dongguan Tian Jin

- Taicang Packaging

— Dongguan Sky Dragon

MRS B RERME @)

19. FHHEALZS (&)

(©

e
#HRBRAET

()

FEWR T IR TS 2 B Stk

U E ZBRR
—ARBE

FEWTFIETT 2 B sk
BREAL:
—REXE
—ARBE
—IREEREE

FEEEETH
Six months ended
31 December
BEz+_-A=+—H

IEAREA
2005 2004
ZEEHEF —EENE
RMB’000 RMB’000
ARBFIT ARETFT
6,614 849
27 _
6,641 849

BREAN 4R

31 December 30 June
2005 2005
—EThEF —ETRF
+-HA=+—H NA=1H
RMB’000 RMB’000
ARBFIT ARETFT
16,967 19,381
20,000 _
3,048 10,604
15,700 164
38,748 10,768

REEHRE (R BRAT 45
FRERZEAE TR 2005/06



CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

NOTES TO THE CONDENSED CONSOLIDATED R A M RERME )
FINANCIAL STATEMENTS (Cont'd)

19.  Related party transactions (Cont’d) 19. FHEALZS (&)
(d) Balances with related parties (Cont’d) (@) BREAN L2480 (B
31 December 30 June
2005 2005
—ZETEHF —TTRF
+-—A=+—H NA=+8
RMB’000 RMB’000
AR#¥FT ARMFIT
Trade balances due to: ERTOIETT 2 B Bk
Trade payables FERTE SRR
- ACN —ZEBFE 668,276 847,240
- Taicang Packaging —KEBE 1,567 530
669,843 847,770
Non-trade balances due to: ERTTOIRTT 2 IEE Batek:
Related parties: BEFEAL:
— Taicang Packaging - RKEBHE 9,235 1,063
Director: EF:
— Mr. Zhang —REHE 45,537 -

4 Nine Dragons Paper (Holdings) Limited
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont’d)

RS A BT AR ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)
19. Related party transactions (Cont’d)

(e) Guarantees

(i) Guarantees given by related parties for bank

MRS B RERME @)

19. FHEALZS (&)
(e) ER

(i) RZEERAF+=_A=+—

borrowings and credit facilities granted to the

Group as at 31 December 2005 are as follows:

ACN
ACN together with Ms. Cheung
ACN together with Ms. Cheung,
Mr. Liu and Ms. Chang
Dongguan Sea Dragon together
with Dongguan Sky Dragon
Dongguan Nine Dragons together
with Ms. Cheung and Mr. Liu
Ms. Cheung
ACN together with Dongguan
Sea Dragon
Ms. Cheung together with Taicang
Nine Dragons
NDP industries, MSL, ACN, Zhang’s
together with Ms. Cheung
and Mr. Liu

Total

H -BREANTHAEEATE
RITEEREERBREMED

e ]
XEPEERKRELZ L
KB RERRE L
BIEE TR NE
R GRERRERE

REUREERKELZ L
&lptes

SREAZ L

KBt R R RE

REZTERARARE

NDP Industries * MSL -

XETE REER
REZTREEE

RN T :
31 December 30 June
2005 2005
—EThEF —ETRF
+-HA=+—H NA=1H
RMB’000 RMB’000
ARBTFiT ARMTFIT
746,500 832,500
49,987 51,264
160,000 160,000
120,000 120,000
50,000 50,000
454,000 500,800
450,000 450,000
75,000 -
491,477 -
2,596,964 2,164,564

All the above guarantees have been released

by relevant lending banks prior to the listing of

the shares of the Company on the Main Board

of The Hong Kong Stock Exchange.

HAEFRITENAR RN
FEE BB ER LT ATRER
LI PrE ER.

REEHRE (R BRAT 47
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CONDENSED CONSOLIDATED FINANCIAL INFORMATION (Cont'd)  féBR%z& BB EH ()

NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS (Cont'd)
19. Related party transactions (Cont’d)
(e) Guarantees (Cont’d)
(ii) Guarantees for bank borrowings and credit
facilities granted to a related party as at 31

December 2005 are as follows:

iy
)
e

Taicang Packaging VN

20. Post balance sheet date event
On 3 March 2006, the Company issued 1,150,000,000 shares
of HK$0.1 each at HK$3.40 per share in connection with the
listing of the Company’s shares on the Main Board of The Stock
Exchange of Hong Kong Limited, and on the same date, raised

gross proceeds of approximately HK$3,910.0 million.

RSB RERME @)

19. EHREALTZS (B)
(© ER (E)
(ii) RZEERAF+=ZA=+—
B ot BEA T ATERITE
EREEMmMEL 2 EROT:

31 December 30 June
2005 2005
—ZETEHF —TTRF
+=RA=+—8 NA=+H
RMB’000 RMB’000
AR#¥FT ARMFIT
30,000 62,000

20, HERHKEHR
RZZEAEZAZA ADRRRARBRMDE
ERBMAERHMABARARER ETMRER
3.408 7TE£171,150,000,000 8% B F{EO. 178
TLEIRR 5% A& A& $£493,910,000,0004 7T

4 Nine Dragons Paper (Holdings) Limited
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FINANCIAL RATIOS B

The following table set forth certain financial ratios of the Group as of TREYIANEER A BRI S TS
the dates or for the periods indicated.

For the three
For the six months ended months ended
31 December 30 September*
#E+-A=+—AH BEAA=+A
WEAREAR IE=1EA*
2005 2004 2005
—ZFTIRE —TEMF —TTRF
Profitability ratios BREENLEE
Gross profit margin® (%) EFIZED (%) 22.0 16.7 20.5
Operating profit margin® (%) KR RE RO (%) 20.7 12.0 19.0
Net profit margin® (%) S I 2R O(%) 14.8 71 13.1
EBITDA® margin (%) BRI EHEa
B 03= (%) 24.8 15.6 23.2
Return on equity® (%) AR AE UL 220(%) 39.2 21.6 37.4
Return on capital employed® (%) [RED) R ND L) 15.5 8.9 14.4
As at As at
31 December 30 June
2005 2005
—ETRE —TERF
+=ZA=+—H NA=t+8
Liquidity ratios MEEELLE
Current ratio? (times) MBNLL RO (£F) 0.6 0.6
Quick ratio® (times) RENLL O (£F) 0.5 0.4
Inventory turnover ratio® (days) FEEAER(R) 56 73
Debtors’ turnover ratiol'® (days) FEMBR KA =00 (H) 48 48
Creditors’ turnover ratio( (days) FERTBR KA R (R) 112 158
Capital adequacy ratios BEAXTELILE
Gearing ratio? (%) BRBEE2(%) 52.1 53.4
Net borrowings to equity ratio'® (%) SRR BRI (%) 186.3 212.7
Interest coverage ratiot™ (times) BB LR () 6.6 3.5

* Profitability ratios for the three months ended 30 September 2005 * HE—TTRFNA=FHIE=EAETFIRE

are extracted from page 146 of the prospectus issued by the WERDEREANFR —TENF-_A=1HTF
Company on 20 February 2006 and included for illustrative BHERBEEFI46H EEHR2E.

purpose only.

REEHRE (R BRAT 49
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FINANCIAL RATIOS (Cont’d)

PR (48)

Gross profit margin is gross profit divided by sales and
multiplied by 100%.

Operating profit margin is operating profit divided by sales and
multiplied by 100%.

Net profit margin is profit attributable to equity holders divided
by sales and multiplied by 100%.

The following tables sets forth a full quantitative reconciliation
of EBITDA to its most direct comparable Hong Kong Financial
Reporting Standards (“HKFRS”) measure, profit for the fiscal
year, and the calculation of EBITDA margin. EBITDA is not a
calculation based on HKFRS. The amounts included in the
EBITDA data, of which the data for the six months 31
December 2005 and 2004 were reviewed but unaudited.

Profit for the period B3

Interest income FLEBA

Finance costs AR

Income tax expenses FrisfiA
Depreciation Eiin-

Amortisation By

EBITDA BRITE#ER&F
Sales HERE

EBITDA margin BHT e AR X

Return on equity is profit attributable to equity holders divided
by capital and reserves attributable to equity holders and
multiplied by 100%. For purposes of the calculation of return
on equity for the six months ended 31 December 2005, profit
attributable to equity holders for the six months ended 31
December 2005 of RMB560.2 million has been annualized to
RMB1,120.4 million, and return of equity has been adjusted
from 19.6% to 39.2%.

ERERERRAHEFEHERIA100% °

REFEE BT BIRIAHERBRN
100%°

FENER RS E ARGNERAEERE
ELA100% ©

TR SR EHFEN AT EEREEAL
BEBYBREER ([FBPHREED]) 1
e ABE RN REt B BRI B R A &
EE(CERR - BRI B A BN IHRE B
S LR E BRI EHER BN 258
E-RTRRR_FEAFT A=+ —HLER
EAMBELCEREHREZe

For the six months ended
31 December
BE+-ZH=+—H

EXER

2005 2004
—EEnE —ETMF
RMB’000 RMB’000
AR#F T AR FIT
576,491 133,536
(8,185) (3,397)
156,424 62,756
47,064 17,292
158,043 66,156
6,577 911
936,414 277,254
3,774,314 1,780,193
24.8% 15.6%

RNz A RSB ABGTER A EREE
AFEIEE R Rt BRIA100% « RETEHZE—
TERE+ - F=+— A1 A A RS
BHHE-_ZTRAF+-_A=1t—HILA~EAN
A AELFEAREE560,200,0007TE
BREFTE A ANRE1,120,400,0007T - A AE UL
HEMH19.6%FHEA39.2% °

5
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FINANCIAL RATIOS (Cont’d)

P& (48)

(11)

(12)

Return on capital employed is operating profit for the period,
after subtraction of operating profit for the period times effective
tax rate, divided by the sum of short-term borrowings, long-
term borrowings and total equity and multiplied by 100%. For
purposes of the calculation of return on capital employed for
the six months ended 31 December 2005, operating profit for
the six months ended 31 December 2005 of RMB780.0 million
has been annualized to RMB1,560.0 million, and return on

capital employed has been adjusted from 7.8% to 15.5%.

Current ratio is current assets divided by current liabilities.

Quick ratio is current assets after subtraction of inventories

and divided by current liabilities.

Inventory turnover ratio equals inventories divided by cost of
goods sold over 365. For the calculation of inventory turnover
for the six months ended 31 December 2005, the cost of goods
sold for the six months ended 31 December 2005 of
RMB2,945.7 million has been annualized to RMB5,891.4
million, and the inventory turnover ratio has been adjusted from
112 days to 56 days.

Debtors’ turnover ratio equals trade and bills receivable divided
by sales over 365. For the calculation of debtors’ turnover for
the six months 31 December 2005, the sales for the six months
ended 31 December 2005 of RMB3,774.3 million has been
annualized to RMB 7,548.6 million, and the debtors’ turnover

ratio has been adjusted from 96 days to 48 days.

Creditors’ turnover ratio equals trade and bills payable divided
by cost of goods sold over 365. For the calculation of creditors’
turnover for the six months ended 31 December 2005, the
cost of goods sold for the six months ended 31 December
2005 of RMB2,945.7 million has been annualized to
RMB5,891.4 million, and the creditors’ turnover ratio has been

adjusted from 223 days to 112 days.

Gearing ratio equals total borrowings divided by total assets
and multiplied by 100%.

(10)

(1)

(12)

EBAE RN AR R A BREE
FERAEEREGGHES RREERS
TERSRBFD BRA100% - REtEEE—ZTTH
F+ZA=+—HILANEBANEBAE R
BHBE—ZERF+-_A=+—RILNEAN
4 F A R 780,000,000 L EIEF AT E A
AR#1,560,000,0007T M2 EAEARKZED
H7.8%H%A15.5% °

RBLLEBRBEERNRB AR

RELLEARBEEREATE BRUKEE
f&e
FTEASERERTERNE EERKEBRELN
365 REtEEE—TTRAF+-A=1+—HI1t
NEAWGTERES BE_TSTRF+=-_A=
T-BERNREARNEEERREAARE
2,945,700,000c 2 L ER2FEHE (AIARK
5,891,400,0007T) " Mz EEEH XA HE1128 A
BE56H-

JRE U FR R R 8 o S A FE AR 2 R A IR B I 4R
BB ASHEEHEIAES - BitEHE—TT
FFE+ZA=+—AIEAEANEREREE
B EaE-_ZERF+-A=+—HI~EAN
SHEEEE AR ES,774,300,000 L EALIER FaTE
(BN AR #7,548,600,0007T) » e Ue B X B %
ZH|Ro6H AR E48R -

FER IR A E R SN EN R ZRARIENER
BRBR AR EEMERARBIRIAGS « AitEEZE
ZEERF+ZA=+—BIENEANEMEE
A BE—TTRF+-_A=-t+—HILA
EANBEEEmRAARE2,945,700,0007TE
{LE2F5TE (BN AR5,891,400,0007T) * M
FETBR A R AR 223 AR ZET112H

BEBEALRENBIEERNBEERRN
100%¢

REEHRE (R BRAT 6 1
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FINANCIAL RATIOS (Cont’d) B & (88)

(13)  Net borrowings to equity ratio equals the sum of short-term (13) FHEEHRELEENEHEE RAEEAE
borrowings, current portion of long-term borrowings and long- o ERAEEEFRERITRIRSEHRNT
term borrowings after subtraction of bank and cash balances RIS BRAERIEE ARG NG B
and restricted cash divided by capital and reserves attributable FLA100% °
to equity holders and multiplied by 100%.

(14)  Interest coverage ratio equals EBITDA divided by interest on (14) FIREREERER SR EH A1 & FIBR AT

bank borrowings, net of interest income. This ratio is not
applicable where EBITDA is negative.
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