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Kraftlinerboard is unbleached linerboard manufactured from unbleached
kraft pulp and recovered paper. The Group markets its high performance
kraftlinerboard under its “Nine Dragons” brand and its standard
kraftlinerboard under its “Sea Dragon” and “Land Dragon” brands.
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Testlinerboard is made 100% from recovered paper, and meets
certain customers’ requirements for lower cost linerboard or for more
environmentally-friendly content. The Group markets this product under
the “Nine Dragons” and “Sea Dragon” brands.
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White top linerboard is a three-ply sheet of which one layer is bleached, and
caters to customers that require a white surface for appearance or superior
printability. The Group markets this product under the “Nine Dragons” and
“Sea Dragon” brands.
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Compared to standard corrugating medium, high performance corrugating
medium, which undergoes surface sizing, achieves superior strength and
physical properties for the same basis weight, which reduces packaging
weight, bulk and the amount of material used, allowing customers to
save on shipping costs. The Group markets this product under the “Nine
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High Performance

Dragons” brand. Corrugating Medium
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Coated duplex board is a type of boxboard with a glossy coated surface on one
side for superior printability. This product is typically used as packaging material
for small boxes that require high quality printability, such as consumer electronic
products, cosmetics and other consumer merchandise. It can also be used in
combination with high performance corrugating medium and linerboard for
the outer layer of corrugated board. The Group markets this under the “Nine
Dragons” and “Sea Dragon” brands.
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Dear Shareholders,

On behalf of Nine Dragons Paper (Holdings) Limited (the “Company”)
and its subsidiaries (collectively the “Group”), | present the interim
results for the six months ended 31 December 2008 (the “Period”).
On behalf of the Board, | would also like to express my heartfelt
gratitude to all shareholders and friends from various circles for their
care extended to the Group.

In the second half of 2008, the world was stricken by a financial
turmoil rare even in a century. Given its important role in economic
globalization, China could not keep itself at bay. While it was the
financial sector which first fell victim to the crisis in many other
economies worldwide, the first and the worst hit economic sector in
China turned out to be the export-oriented manufacturing industry.
Owing to the global economic downturn and faltering export demand,
China’s paper industry has slowed its development pace significantly.
Furthermore, the large fluctuations in raw material prices and industry
consolidation have resulted in challenges and difficulties to the Group.
Notwithstanding such tough conditions, the Group successfully
expanded its production capacity to facilitate its future development.
This demonstrated the Group’s concrete foundation in maintaining
its leadership position as the largest containerboard manufacturer in
Asia even in a difficult economic environment, and its solid strength
and well-defined strategy in preparing for future recovery.

In spite of the gloomy business environment, the Group successfully
increased its packaging paperboard annual design production capacity
by 47% in 2008 as planned, whilst striking a good balance between
production and sales. Six new paper machines located in Dongguan,
Taicang and Chongging commenced production in succession since
the middle of 2008. In the meantime, the existing paper machines
have maintained their normal high utilization rates. The achievement
would be impossible without our effective countermeasures. During
the Period, the Group implemented a series of solutions for improving
operations and financial capabilities to ensure smooth business
development. Such strategic measures include progressively passing
on high prices of raw materials, optimizing product portfolio, adjusting
operating strategy, tightening cost control, postponing the production
commencement of a substantial number of projects from 2009 to
2011, improving financial structure, maintaining adequate cash
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flow, consistently adhering to environmental protection and further
standardizing enterprise operations using international management
disciplines. These forward-looking initiatives consolidated our ongoing
policies and provided new protection against the bleak winter. Thanks
to the concerted efforts of our staff, the Group’s sales amounted to
approximately RMB6.3 billion for the Period, representing a year-
on-year decrease of approximately 5.3%. Gross profit amounted to
approximately RMB795 million, representing a year-on-year decrease
of 49.6%, while gross profit margin was approximately 12.6%. Net
profit attributable to shareholders of the Group was approximately
RMB323 million, and earnings per share were approximately RMB0.07.

The Board does not recommend the payment of an interim dividend
for the Period.

The current economic environment has resulted in significant impact
on product selling prices, making cost control even more important
for manufacturers. In controlling its production costs, the Group has
expanded its sourcing networks with flexibility and maintained rigorous
management of all inventory categories, aiming at streamlining
its production costs continuously. Inventory turnover of major raw
materials are kept within 30 days. As high-priced raw materials have
now been consumed completely, we hope to see a relatively stable
price equilibrium between raw materials and finished goods in 2009.
Furthermore, through technological upgrades, the Group continued
to enhance mechanization of its equipment and foster staff training
in order to improve the overall productivity.
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Having overcome inevitable difficulties in the course of industry
consolidation, the Group achieved a basic balance between production
and sales during the Period. Boasting the most advanced technology
and equipment in the world, the Group has sustained its market
presence by means of quality excellence. Its diversified products (low,
medium and high end) dominate each market with different needs.
In addition, the Group excelled in new product marketing. lts self-
developed high quality products for domestic and overseas markets
have gained high market recognition, which in turn strengthened
ND Paper’s industry-leading position and made room for more sales
opportunities.

Before being beset by changing external factors, ND Paper had been
keeping a close eye on market dynamics and industry policies. On
the back of re|arive|y stronger domestic demand and the relevant
government policy incentives, the Group has shifted its sales focus
to the domestic sector, increasing the proportion of its sales related
to domestic consumption from approximately 55% originally to
approximately 80% in the Period. Meanwhile, the Group has deferred
its expansion plans in line with prevailing market conditions, and put
priority on resources allocation for strengthening its existing core
businesses. Although the manufacturing sector is hit by subdued
exports, the Group’s sales momentum is expected to be sustained by
virtue of its flexible sales strategies and diversified products.

On capital management, to withstand increasing credit risks inherent
in the global economic downturn, the Group has ensured healthy
cash flows by improving the applications of its working capital,
tightening receivables collection and improving financial structure.
Based on its sound financial position, the Group has made effective
financial arrangements including the voluntary prepayment of two
syndicated loans of approximately HK$1.5 billion in aggregate in
December 2008. Also, the Group repurchased and cancelled part
of the notes denominated in US dollars issued earlier in 2008 in the
principal amount of US$16.25 million. The arrangement included
the prepayment of all syndicated loan payments due by the end of
2009, thus allowing more flexible utilization of the Group’s financial
resources in 2009.
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The international communities call for more demands in environmental
protection, energy saving and discharge reduction, and the government
has expressed great concern over these issues and exerted more and
more rigid regulatory enforcements. Since early 2008, the stricter
enforcement of such regulatory measures has affected the continuity
of operations and business performance of certain enterprises, turning
environmental management standards into benchmarks for corporate
survival. Being highly aware of its own social responsibilities, ND
Paper has always adhered to its philosophy of “No environment, no
paper”, and has won the recognition and endorsement from various
governments and community groups. The Group has successfully
passed the energy saving assessment by the Economic and Trade
Commission of Guangdong Province and attained a series of energy
saving targets. The Taicang base has also passed the annual inspection
by the State Ministry of Environmental Protection and has been
granted an award under the environmental project fund of the Jiangsu
provincial government. Furthermore, the Group’s production bases
have been granted the honors of Green/Environmental Creditable
Enterprise by the Guangdong Environmental Protection Bureau and
Taicang Environmental Protection Bureau respectively, and continued
to obtain ISO14001 certification. It is the belief of the Group that an
enterprise can only survive and evolve by persisting in sustainable
developments and reciprocating to society. Therefore, discharge
control and activities of social responsibilities have always been top
priorities of the Group.

ND Paper emphasizes human resources management and always
carries on its “People-Oriented, Fair and Just” philosophy. On the
one hand, the Group follows its heritage of persistence, diligence
and pragmatism. On the other hand, it keeps an open mind and
encourages the staff to embrace novel ideas and expand their visions.
In January 2009, the subsidiaries of the Group — Dongguan Nine
Drangons Paper Industries Co., Ltd. and Dongguan Sea Dragon
Paper Industries Co., Ltd, were listed on the pre-approval list of
High-Tech Enterprises by the state government, bringing tremendous
encouragement to every staff of the Group. Meanwhile, the Group
sought to retain managerial talents with international visions from
diversified fields, so as to enhance its corporate disciplines under
international management systems. It is only when theory and practice
are amalgamated that we can perfect enterprise management and
achieve the goals of standardization and streamlining.
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In 2008, small and medium-sized enterprises faced tremendous
pressure from three perspectives: the market environment, stricter
regulatory endorsement by the government and increasing competition
in domestic purchase of recovered paper, all of which have directly
crippled their business. It is estimated that more than 550 small
paper mills closed down in 2008. The trend of industry consolidation
is believed to continue in 2009. In such a consolidation process,
the Group is bound to face pressure in the aspect of selling prices.
However, as an industry pioneer with the most advanced production
equipment, ND Paper will capitalise on its solid strength and flexible
development strategy to reinforce its leadership position in the industry
consolidation process, gearing itself up for future development to excel
across the industry when consolidation is completed.

Looking into the future, in particular the first half of 2009, the
world economy is to stay grim. Adverse macro-economic events
may occur one after another, causing continuous difficulties to
enterprise operations. Shadowed by the uncertain global economic
outlook, China’s manufacturing sector will be facing a difficult and
challenging environment. Nevertheless, ND Paper still boasts solid
and strong fundamentals comprising its most advanced production
equipment, diversified product mix, an exemplary team of talents
and effective cost controls. All these, together with its appropriate
direction of development, will bode well for ND Paper to go through
the current economic trough and emerge safe and sound from the
difficult environment as a more refined enterprise. Meanwhile, in
view of the national policy measures targeted at raising domestic
demand progressively, the Group will continue to position itself with
unremitting efforts to seize market opportunities. In this regard, the
Group has formulated the following strategies:
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Amid a business environment that is expected to be still difficult in
the short term, the Group will continue to check for short boards
and pursue management perfection by adhering to the principle
of “efficient, rigorous, practical”, in order to further improve its
management to international quality standards. While strengthening its
strategic environmental-oriented business programs and streamlining
its production operations, the Group will continue to tighten control
across all cost elements, in order to maintain its cost-competitive
edges against peers with a view to further enhance profitability upon
completion of industry consolidation.

Leveraging on its advanced international standard production
equipment, flexible product range as well as research and development
capabilities for new offerings, ND Paper is able to meet a large
diversity of market demand and add new profit drivers while
expanding distribution networks especially for the domestic market.
In addition to building a positive corporate social image, the Group’s
philosophy of “No environment, no paper” can also facilitate its efforts
in soliciting customers’ endorsement on the concept of “Support ND
Paper to support the environment”, thus creating a new selling point
for the Group’s business.

Along with defence measures against the economic crisis and
management enhancements, the Group’s new base in Tianjin is
expected to commence operation in the third quarter of 2009 to
fill the market space in northern and north-eastern China which
is experiencing supply shortage. By then, the Group’s total design
production capacity will reach 8.82 million tpa. The production
commencement of new paper machines in Dongguan and Taicang
bases will be withheld until 2011. Such timing is expected to allow
the Group to timely seize opportunities emerging in the market
recovery cycle. The adjustments to the expansion plans have met the
understanding and support from the major suppliers.
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With a development history of over a decade, ND Paper considers
confidence the most important virtue when facing economic plights rare
even in a century. Apart from a solid foundation and the appropriate
direction of development, the persistent confidence of all staff and
management of ND Paper is an integral part of our success formula.
It plays a decisive role in the consistent and steady development of
the Group. As the No.1 containerboard manufacturer in Asia, the
Group has over the years maintained a business strategy comprising
product diversification, economies of scale, high quality and ever-
improving customer service standards, as well as a management
philosophy emphasizing environmental protection and flexibility in
the optimal deployment of various resources. Under such beliefs, ND
Paper has made the proper decisions in the plight, and maintained
healthy operations and orderly development. On behalf of the Board,
I would like to take this opportunity to extend my heartfelt thanks
to the management, all our squf, governments at all |eve|s, labour
unions, investors, banks and our business partners who have been
supporting us all the time! Our future path of development may remain
thorny ahead, but armed with the shared confidence and courage
throughout the Group to overcome and conquer, we are poised to act
even more diligently and powerfully to prepare for the next global
economic recovery, aiming at maximizing our shareholder value and
furthering our commitment on social responsibilities.

Cheung Yan
Chairlady

Hong Kong, 18 February 2009
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Dear Shareholders,

| am delighted to share with you the interim results of ND Paper for
the Period.

Year 2008 was by no means plain sailing for ND Paper. Owing
fo a weakened world economy caused by the global financial
turmoil, and large fluctuations in raw material prices, the paper
manufacturing industry was continuously suppressed. These have
resulfed in unprecedented challenges and difficulties to the Group.
However, during this period, owing fo its prudent and pragmatic
business strategies, the Group was able to sail through the plights
safely. By adopting flexible countermeasures in response to quick and
drastic market changes, the Group was able to respond and adjust
its marketing strategies promptly and consolidate ifs core business
development, thus proactively maintaining its advantages in the volatile
market.

As raw material and energy prices escalated sharply in the second and
third quarters of 2008 and lingered high, coupled with the increasingly
apparent global economic slowdown, customers have shown strong
inertia in accepting the Group’s product selling price adjustments.
Hence a substantial portion of cost increments could not be transferred
to customers. From October onwards, raw material and energy prices
started fo drop significantly, but inventories acquired af high cost levels
could not be completely consumed within a short period of time. These
resulfed in a decrease in the Group's profit. During the Period, the
Group saw ifs sales decreased by 5.3% year-on-year to approximately
RMBG. 3 billion, while gross profit was approximately RMB795 million.
12.6%. Net profit attributable to
shareholders was approximately RMB323 million, ftranslating info

Gross profit margin dropped to
basic earnings per share of approximately RMBO.07.

As at 31 December 2008, the Group's fotal design production
capacity of packaging paperboard reached 7.85 million tpa, a year-
on-year increase of 47%, of which 4.25 million tpa was for linerboard,
2.65 million tpa was for high performance corrugating medium and
0.95 million tpa was for coated duplex board. This operating scale
has made the Group Asia’s largest confainerboard manufacturer by
production capacity. During the Period, sales volume of packaging
paperboard products rose 6.4% year-on-year to about 2.2 million
fonnes, bringing in revenue aggregating approximately RMB6.22
billion to the Group.
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The highly volatile raw material and energy prices in 2008 were not
able to be passed on smoothly to customers via the Group's product
selling prices within a short period of time, which posed pressure on
the Group's gross profit margin in the Period. In face of such cost
volatility, during the Period the Group endeavoured to reduce its costs
and expenses to the necessary minimum by implementing cost control
measures such as bulk purchases made at competitive prices from
suppliers offering stable supply of raw materials and recovered paper.
Furthermore, the Group progressively expanded the market space for
the procurement of good quality recovered paper and established
more domestic channels for good quality recovered paper, aiming at
increasing the proportion of good quality recovered paper procured
domestically. The Group also adopts a centralized procurement system
in recovered paper purchasing, in order that the best value is brought
by each and every cost unit and the highest possible cost efficiency
can be attained.

During the Period, PM22 and PM23 of the phase 1 constfruction in
Chongging base commenced production in August 2008, whereas
PM18 and PM19 located in the Dongguan base as well as PM20 and
PM21 located in the Taicang base successively completed construction
and commenced production in June 2008. These six paper machines
have brought to the Group an additional production capacity of 2.40
million tpa.

The construction of Chongging base was completed and its production
commencement fook place smoothly. lts two new paper machines
went through their opfimization in the Period and are now in normal
operation. In the Dongguan and Taicang bases, PM18 and PM21,
which were specially designed for the production of light weight high
performance corrugating medium, are high speed paper machines
that are only found in Spain, Germany and the Group at present.
They represent the debut of one of the world’s most advanced paper
making equipments in China. Together with PM19 and PM20, which
produce linerboard using a unique enhanced production process, these
new paper machines commenced production in June 2008. Owing
to their unique and noveh\/ nature, their optimization had taken 1-2
months longer than the normal optimization period of 3-4 months for
other regular types of paper machines. Currently, these paper machines
are all in normal operation.
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Chongging base, which has already commenced production, and the
Group's 4th production base, Tianjin base, which will be completed
in the near future, mainly target at satisfying the continuously stronger
demand in the domestic market. Tianjin base is expected to commence
production in the third quarter of 2009, with two new paper machines
under its phase | plan offering a tofal design capacity of 0.80 million
tpa, comprising 0.45 million tpa for linerboard and 0.35 million
tpa for high performance corrugating medium. Rapid development
is now found in the manufacturing industry in Tianjin, resulting in
pressing demand for packaging paperboard products. However, local
production of these products is mainly in small scales at present, and
such scarcity results in customers’ heavy reliance on supplies from other
provinces. Thus the Group’s new base will meet the local demand
and favorable business development is foreseen.

Apart from the Tianjin base, as the current global economic downturn
may still lost for some time, the Group has prioritized its resources
for strengthening the operations of existing paper machines. The
commencement of operation of the four paper machines PM27-30
has been postponed from 2009 to 2011, while the plan for PM31
in Vietnam has been cancelled. The Group will be closely monitoring
changes in the economic environment, pacing the development of its
future projects and adjusting its operating policies flexibly in order fo
capture every opportunity in the market. Meanwhile, the 50,000 tpa
wood and bamboo pulp/specialty paper project in Lleshan, Sichuan,
a market leader in specialty paper acquired by the Group, the 0.1
million tpa packaging paperboard project in Vietam and the 0.12
million tpa unbleached kraft pulp project in Inner Mongolia were all
operating satisfactorily.

The Group believes that steady and healthy development can be
achieved in the current operations by combining preliminary research,
constant review and adjustment on its projects, recruitment of quality
talents from various fronts and cultivation of a team of production
technology professionals, so as to capture the opportunities brought
by the economic revival in future.
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The Group has achieved a general balance between production
and sales during the Period. With a focus actively put on boosting
selected new product projects, the Group caters for market needs by
strengthening ifs sensitivity towards changing market demands and
creativity in product design. In addition, the Group adopts a targeted
approach in its pricing strategy by putting more emphasis on the
marketing of those more competitive products such as cone paper,
heavy weight kraftlinerboard, light weight corrugating medium and
white fop linerboard. The Group will continue to keep ifs inventory
at low levels in order to enhance profitability and maintain sound
financial status.

In line with relatively stronger domestic demand, the Group further
expanded its sales mix in favour of domestic consumption, thus
maintaining sound momentum in sales despite the slowdown in
exports. As domestic demand contfinues to grow, the proportion of
the Group's product sales related to domestic demand has increased
fo approximately 80% from approximately 55% in the past.

Currently, the PRC government is actively enforcing ifs environmental
policy by placing increasingly stringent requirements on energy saving
and discharge reduction. As a vanguard in promoting environmental
profection in the paper industry, ND Paper has not abandoned ifs
environmental commitment as a result of adverse changes in the market
environment. Instead, it stays loyal to the performance of its social
responsibilities by adhering to its philosophy of “No environment, no
paper”. Such dedication to environmental management has brought
fruitful advantages to the Group, as it will not need to face the
penalties and production suspension due to non-compliance. Moreover,
it can make customers realize the benefits of doing business with an
environmentally compliant enterprise, thus positioning ND Paper further
ahead of its competitors.
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Adopting various environmental protection facilities and measures, the
Group has passed the energy saving assessment by the Economic and
Trade Commission of Guangdong Province and atfained its energy
saving targets successfully, while the Taicang base has passed the
annual inspection by the State Ministry of Environmental Protection
and has been granted an award under the environmental project fund
of the Jiangsu provincial government. The Group's production bases
have also been granted the honors of Green/Environmental Creditable
Enferprise by the Guangdong Environmental Profection Bureau and
Taicang Environmental Protection Bureau respectively, and confinved

to obtain 1ISO14001 certification.

In face of the currently volatile and unstable financial market, the
Group has tentatively stopped increasing ifs tofal debts in the Period,
and prepaid certain debts prior to their due dates. Future expenditure
was under strict control with reference to market conditions, with
internal assessment for capital spending also strengthened, in order o
ensure a sufficient cash flow for the Group. In December 2008, the
Group voluntarily prepaid two syndicated loans which aggregated
approximately HK$ 1.5 billion. Besides, the Group repurchased and
cancelled part of the notes issued earlier in 2008 in the principal
amount of US$16.25 million. The arrangement included the prepayment
of all syndicated loan payments due by the end of 2009, which can
enhance the Group's future management of funds. During the Period,
the Group has not recorded any bad debt and maintained a stable
financial position.
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As aftershocks of the financial turmoil are expected fo remain, the
global economy will stay dim for a period of time, resulting in an
extremely difficult business environment for enterprises. To overcome
the adversities, ND Paper will confinue tfo fighten its operating cost
control, stringently manage and economize on expenses, improve
sales risk management and uphold ifs principle of green operations.
By such moves, the Company will be at its prime to harvest the early
fruit when the economy revives.

ND Paper’s equipments and technologies are aligned with advanced
international standards. On the back of such sound foundation, we
will step up management improvement, capitalize on our edges in
a flexible and diversified product offer and drive our earnings and
cost controls with a focused approach, thus sustaining a healthy and
orderly development despite the unfavorable operating situation. We
have paved our way in a confident and courageous manner for the
forthcoming economic spring season, seeking the best returns for our
shareholders.

Liu Ming Chung
Deputy Chairman and Chief Executive Officer

Hong Kong, 18 February 2009
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Being the largest containerboard producer in Asia and one of the
leading players in the world, ND Paper primarily produces a broad
variety of high value packaging paperboard products, including
linerboard (krafflinerboard, testlinerboard and white top linerboard),
high performance corrugating medium and coated duplex board.
Equipped with multiple production lines with flexible configuration,
the Group offers its customers a diversified product portfolio with
various types, sizes, grades, burst indices, stacking strengths, basis
weights, printability and brands in an efficient manner. Currently,
five principal packaging paperboard products are available in over
60 different basis weights with over 1,000 different sizes and type
specifications.

As at 31 December 2008, the Group had a fotal of 21 packaging
paperboard paper machines in operation in China, with a fotal
design capacity of 7.75 million tpa, of which 4.15 million tpa are
for linerboard, 2.65 million tpa are for high performance corrugating
medium and 0.95 million tpa are for coated duplex board. The 21
paper machines are located in Dongguan base (4.45 million tpal,
Taicang base (2.50 million tpa) and Chongging base [0.80 million
tpa) respectively.

The third production base of the Group in Chongging successfully
commenced production in August 2008 with a design capacity of 0.45
million tpa of linerboard and 0.35 million tpa of high performance
corrugating medium. The construction of the fourth production base
in Tianjin is in good progress. The two new paper machines under
its phase | plan are expected fo commence production in the third
quarter of 2009 with a total design capacity of 0.80 million tpa.
These two bases will cover the central and south-western parts of
China, northern China and the northeastern region of China, mainly
fargeting at the domestic consumption market. After the commencement
of Tianjin production base, the Group can further expand its market
penetration and customer base, with a more comprehensive coverage
of China’s main manufacturing hubs.

With a range of advanced infrastructure and facilities that provide the
Group with power, steam, water supplies, piers and logistics supports,
the Group can achieve betfer cost control and higher flexibility in ifs
operations. These features allow the Group to be self sufficient across
all key operational aspects, and ensure the highest standards in its
environmenfally friendly paper manufacturing process.
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The Group’s 50,000 tpa wood and bamboo pulp/specialty paper
project in Lleshan, Sichuan, a market leader in specialty paper, the
0.10 million tpa packaging paperboard project in Vietnam and the
0.12 million tpa unbleached kraft pulp project in Inner Mongolia
were all operating satisfactorily. Currently, the Group’s total design
production capacity amounfs fo 8.02 million tpa.

In 2008, the global economic downturn has caused a slowdown in
the growth of paper manufacturing industry. This, together with large
fluctuations in raw material prices, has resulted in unprecedented
challenges and difficulties to the Group. However, owing to its prudent
and flexible business strategies, during the Period, ND Paper recorded
a growth of 47% in its packaging paperboard annual design capacity
from that in the same period last year, enabling the Group fo maintain
its leading position and advantages in the market.

At a time of economic uncertainties and adversities, the corporate
operating environment is expected to remain tough. The Group will
actively ufilize ifs resources fo strengthen current operations and adopt
prudent business strategies in an effort to affain its targets in production
volume, profitability, quality and management, driving sustainable
growth in the market at a steady and healthy pace and be prepared
for the future in an optimal manner.

During the Period, PM22 and PM23 of the phase | construction in
Chongging base commenced operations in August 2008, whereas
PM18 and PM19 located in Dongguan base as well as PM20
and PM21 located in Taicang base completed construction and
commenced operations in June 2008. These six paper machines
have brought an additional production capacity of 2.40 million tpa
fo the Group.
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g id b 25 E& sk aT EFEERE (W)
Paper Machine Location Product Design Capacity (tpa)
TR R B ESR IS TR 350,000
PM18 Dongguan Light weight high performance

corrugating medium
TR L AL 450,000
PMIQ Dongguan Linerboard
iy B A 450,000
PM20 Taicang Linerboard
B RE B EmE RS TR 350,000
PM21 Taicang Light weight high performance

corrugating medium
TR BE AL 450,000
PM22 Chongging Linerboard
iy k7 gF =08 BB AR 350,000
PM23 Chongging High performance corrugating

medium
HREERBEFERK  AEBBEL Given the current economic downturn, the Group has prioritized its
LERZEBBAGERENEE  YE©E resources for sirengthening the operations of existing paper machines,
RIRAMBESE £+ H5% - —+ and revised the original capacity expansion plan. The commencement
JUGR s Z+ A=+ REREROKRE of operation of PM27, PM28, PM29 and PM30 will be postponed
RETEEE —T——F  AE&ARKRE to 2011, in line with the expected demand growth arising from the
BEHEEHNFTRER - AK > K% future economic recovery. Meanwhile, the Group has cancelled the
MEBUEMNRBE =+ — 5 E A plan for PM31 in Vietham. However, due fo the significant demand
&l - BERNELERRIEEHER for packaging paper products in northern China and the northeastern
KERAERTRRY  REEGEHRY provinces, PM25 and PM26 located in Tianjin are expected to
MATMS  URREH - THKERZ commence operations in the third quarter of 2009 in order to meef
TARABEARERER _TTNLFFE= the strong domestic demand from the local market.

FRE -
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stElREBH
AR AT F EHE (W) Planned date of
A i Bh E& Design Capacity commencement
Paper Machine Location Product (tpa) of production
i Rz KA 450,000 —ZETNFE=F
PM25 Tianjin Linerboard 3rd quarter of 2009
ZFIRER RiE = 58 FLAS T A 350,000 “TTENFE=F
PM26 Tianjin High performance 3rd quarter of 2009
corrugating medium
Bty o k1 RE A 450,000 —E——F
PM27 Dongguan Linerboard 2011
e AN R B EmE RS G 350,000 —E——%
PM28 Dongguan Light weight high performance 2011
corrugating medium
—th B KA 450,000 —F——F
PM2Q Taicang Linerboard 2011
=15 PV K52 & =58 TS AR 350,000 —T——%F
PM30 Taicang Light weight high performance 2011
corrugating medium
RESTHE Breakdown by product category
(FHE ) —ETtE ZBEN\E ZEFNE —T-%F
(000 tpa) +=A +=H +=A +=A
12/2007 12/2008 12/2009 12/2010
(5H&0) (&)
(planned) (planned)
KA Linerboard 2,800 4,150 4,600 4,600
FL A5 4 Corrugating medium 1,600 2,650 3,000 3,000
2 IR JE B IR 4K Coated duplex board 950 950 950 950
B3 Total 5,350 7,750 8,550 8,550
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RERSH Distribution by product category
—ETtE ZFBFEN\FE ZEThE Z—FT-FTF
+=A +=A +=A +=A
12/2007 12/2008 12/2009 12/2010
(&H&1) (&)
(planned] (planned)
KA linerboard 52.3% 53.5% 53.8% 53.8%
FLAB AR Corrugating medium 29.9% 34.2% 35.1% 35.1%
20 KK B R A& Coated duplex board 17.8% 12.3% 11.1% 11.1%
5t Total 100.0% 100.0% 100.0% 100.0%

RER B S Distribution by location

—ETtE —FENFE ZBThE —T-FTEF
+=A +=A +=A +=A
12/2007 12/2008 12/2009 12/2010
(FH&1) (5H&1)
(planned) (planned)
R Dongguan 68.2% 57.4% 52.0% 52.0%
RE Taicang 31.8% 32.3% 29.2% 29.2%
BE Chongging - 10.3% Q.4% Q.4%
PN Tianjin - - Q.4% Q.4%
#Et Total 100.0% 100.0% 100.0% 100.0%

PEEBREREEE MM ERKEE

No. of packaging paperboard machines in China

(FREHME W) (Geographical breakdown by location of production
base)

(&) —EEtE ZEENE ZBThE —ZFT-FTF
+=A +=A +=A +=H
12/2007 12/2008 12/2009 12/2010
(7H&1) (5t&)
(planned) (planned)
LS Dongguan 11 13 13 13
NE Taicang 4 6 6 6
BE Chongging 0 2 2 2
RE Tianjin 0 0 2 2
#z Total 15 21 23 23
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(1)

(2)

Power resources

To support large-scale, stable packaging paperboard
manufacturing, the Group requires a significant amount of
electricity and steam for its daily operations. Accordingly, the
Group has set up central coalfired cogeneration power plants
in Dongguan, Taicang and Chongqing with an aggregate
installed capacity of 855 MW. The Group is also building
power generating facilities in Tianjin base with an aggregate
installed capacity of 158 MW. These power plants provide
stable electric power for all of its paper machines. Simultaneously,
they provide steam for use in the drying process in production.
The cogeneration of steam and electricity helps to save on
energy costs and valuable land resources. Because of their
high thermal efficiency and low coal consumption, by using
electric power from the Group's own cogeneration planfs, it
can effectively reduce costs as compared to purchasing power
from third parties.

The Group’s sourcing strategy for coal is to purchase from
suppliers that provide a stable and reliable supply af the lowest
cost. To lower its coal expenses, the Group purchases all of
its coal required directly from coal distributors and arranges
its own shipping. The Group receives the coal shipments at
its selfowned piers in Taicang and Chongging, and at Xinsha
Port in Dongguan. The Group has also invested in a new fully
automated and enclosed coal storage dome in Dongguan, which
increases efficiency, reduces wastage as well as improves the
environmenfal protection standards of the Group.

All of the Group’s power plants are connected with the regional
power grids, enabling the Group to sell excess power while
providing the Group with a back-up power source.

Land resources

Apart from investing in infrastructure facilities, the Group has
sufficient land reserves for its existing operations and future
development, a distincfive advantage when economic recovery
and completion of indusiry consolidation takes place. As of 31
December 2008, the Group has secured land use rights for land
plofs aggregating 8.51 million sq.m.
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(3) Transportation infrastructure

In order to reduce port loading and unloading charges, avoid
fransporfation bottlenecks and take advantage of ocean and
inland waterway fransporfation, the Group has constructed a
sel-owned pier at each of Taicang and Chongging.

Currently the pier in Taicang is capable of accommodating
oceangoing vessels of up to 50,000 tonnes. The Group has
obtained all necessary permits to operate the shipping pier for
its own use and fo offer loading and unloading services fo
third parties. The operating berth, with an annual loading and
unloading capacity of 2.7 million tonnes, is mainly used for
receiving coal deliveries now. Given that the Group can fake
direct delivery by shipping from the major coal ports on China’s
coast, unloading charges can be eliminated thus reducing costs
significantly.

The Group has finished the construction of the self-owned pier
at Chongqging production base. There is also a railway spur
connected fo the production base. These ancillary facilities have
been put into service to enhance the operating efficiency of the
Group and increase ifs flexibility in fransportation services.

The Group's six new paper machines which commenced production in
2008 were designed fo meet the growing product demand from the
domestic market. Chongqing base successfully commenced production
in August 2008. lis two new paper machines, PM22 and PM23,
went through their optimization in the Period and are now in normal

8 and PM21,

which produce light weight high performance corrugating medium,

operations. In the Dongguan and Taicang bases, PM1

are high speed paper machines that represent the debut of one
of the world’s most advanced paper making equipments in China.
Together with PM19 and PM20, which produce linerboard using a
unique enhanced production process, these new paper machines
commenced production in June 2008. Owing fo their unique and
noveHy nature, their optimization had taken 1-2 months |onger than
the normal optfimization period of 3-4 months for other regular types
of paper machines. Currently, these paper machines are all in normal
operation.



24 MREEAL 2 (4208 ) B BB A &) NINE DRAGONS PAPER (HOLDINGS) LIMITED

2008/09 1 Hi ¥ 45 #R 25 Interim Report

IR E e

Management Discussion and Analysis

N6 B 56 PO ] A B A — ROR A M TR H
BR-_ZEZNFE=FRE  REAE
tRRIEWEAENEPFR - EE -
AEBNBRAEERGEINEF82E
Mo REEMWHEAERNKEEZEIR
BERRBHKEHRRKEEZR » MLEE
WA KRB NER — GEE AR
RBHE MBN\E- -MEmERE -
TERR-TRNENRFERLR/EOE
We - DRIEELSEWRANISEWES
SR IS AR o

AEBEEERELHAAZEBNZRE
EREONEE —TERE=THRDESE
ERENRERE  CEH_FTTNAF
REE_T——F  WHOHULRNBEK
=t SREREEE -

AEBEREREEE  YUZHEL
(B -wEkaE)WEREEEERETR
HBXRHTIS YA EHEFERER -
A0SR ¥ T 45 7 SK L B SRR ) 7 dn R
AAHEIE  MEAMBEHE - I - K
SERAHYEBERRE - MRBEFD
RENER  JINMYPERSEK  SRESF
TE ERERBCARAEF RESE
BE R T IG HE R o AN 5 B TS 5 A 1
ERENEKF  RRALERF - &
i 62 BR 0 B A AKOR ©

AEBESITERMBOERTEZESE
BORNMA: BRAKESERMHC
RERTE HEE_TTNAFEA—
18 R A% A0 X am (B 1% #6483 12 2 A0 &1 /9
MEE - REBTBBRMAR AR
MR LK 2E - A0SR B TEE9)l - A
RABBEER -

ReHOREEAFTEERENBE
AEBEEEFHORBERE £ P
MERNFTERNEENRE - ARATR
BIEM AEEARATHERFEEL
Pl B ELIS5%EMEIL80% -

Tianjin base, the fourth production base of the Group, is expected to
commence production in the third quarter of 2009 to serve escalating
customer needs in northern and northeastern China. By then, the fotal
design production capacity of the Group will reach 8.82 million tpa.
Tianjin base has favorable water resources which allow abundant
water supply for its future production. In addition, the base is near
the Tianjin Port and a railway spur will be built, offering convenient
fransportation and high accessibility. Total capacity of the two new
paper machines will be 0.80 million tpa, with PM25 and PM26
producing 0.45 million tpa of linerboard and 0.35 million tpa of
high performance corrugating medium respectively.

The Group has prioritized ifs resources for strengthening the operations
of existing paper machines. The commencement of operation of the
four paper machines PM27 to PM30 has been postponed from
2009 to 2011, while the plan for PM31 in Vietnam has already
been cancelled.

The Group emphasizes quality management and sets foot in markets
of different demands with its diversified (low, medium and high end)
product portfolio. It is also involved in the research and development
of new product projects, strengthening ifs sensifivity towards changing
market demands and creativity in product design, so as to cater for
market needs. In addition, the Group adopts a targeted approach
in ifs pricing strategy by putting more emphasis on the marketing of
those more competitive products such as cone paper, heavy weight
kraftlinerboard, light weight corrugating medium and white top
linerboard. The Group will also continue to keep its inventory at low
levels in order to enhance profitability and maintain sound financial
status.

Inventory of the Group's principal raw materials is maintained at below
30 days’ sfock. At present, high-cost raw materials of the Group have
already been fully consumed. The prices of raw materials and finished
products in 2009 are expected to become relatively stabilized and
balanced. The Group also enhances the mechanization of its equipment
through technology upgrades and strengthens staff training in order to
raise overall productivity.

In line with the trend of slowing exports and relafively stfronger domestic
demand, the Group continues its strategic adjustment, which started in
previous years, of further expanding its sales mix in favour of domestic
consumption. As domestic demand continues to grow, the proportion of
the Group’s product sales related to domestic demand has increased
fo approximately 80% from approximately 55% in the past.
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The Group has a sizable maintenance team, members of which
have undergone fraining provided by the original equipment vendors.
The team is responsib|e for regular repairs and maintenance of the
equipment to ensure that they are in proper working order. The
Group upgrades its production equipment concurrently with its repair
and maintenance from time to time so as to increase the life span of
its production equipment, enhance productivity and ensure product
quality. During the Period, the average utilization of the Group's paper
machines was approximately 91.8%. Meanwhile, the Group continues
fo maintain its ISOQ001 quality standard accreditation.

Given the growing demand for environmental protection, energy
saving and discharge reduction among the world's industrial players,
the standard of environmental practices has become an important
indicator of an enterprise’s sustainability in operations. By adhering
to the principle of maintaining a strong sense of social responsibility,
environmental profection remains a fundamental pre-requisite for the
Group's operations and development. The Group has equipped itself
with advanced environmental management facilities. It has passed the
energy saving assessment by the Economic and Trade Commission
of Guangdong Province and atiained a series of energy saving
targets. Its production bases have also been granted the honors
of Green/Environmental Creditable Enterprise by the Guangdong
Environmental Protection Bureau and Taicang Environmental Protection
Bureau respectively, and continued to obtain ISO14001 certification
for its environmental management standards. The Taicang base has
successfully passed the annual inspection by the State Ministry of
Environmental Protection and has been granted an award under
the environmental project fund of the Jiangsu provincial government.
Looking ahead, ND Paper will continue to place high emphasis on
environmental protection and social responsibility, and regard high
standards of environmental practices as a crucial factor for maintaining
the enterprise’s competitiveness.
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Recovered paper and kraft pulp are the Group's principal raw materials
during its product manufacturing process. Therefore, the ability to
maintain a stable source of high quality raw materials at reasonable
prices is crucial to the business operations of the Group.

(1)  Recovered Paper Supply

Recovered paper is the largest raw material component. In order
fo address the highly volatile recovered paper prices in 2008,
the Group sourced from vendors capable of offering stable
supply. The Group's target is to source large volumes of high-
quality recovered paper at competitive prices with consistency
in both quantity and quality, through the longferm and stable
cooperative relationship established with the vendors.

The Group sources its recovered paper from ACN and other
suppliers. The Group has entered into the Renewed ACN Supply
Agreement and Further Renewed ACN Supply agreement in
relation to the supply of recovered paper from ACN to members
of the Group for the 3 years ending 30 June 201 1. In selecting
other suppliers, the Group's procurement department compares
the quality and prices of their recovered paper with those offered
by the major suppliers, while also considering their ability to
safisfy its volume and delivery requirements. The primary criteria
are cost effectiveness and customer needs.

Meanwhile, the Group has a policy in place to diversify its
recovered paper sources so as fo ensure stability in supply. Apart
from purchasing from ACN recovered paper sourced from various
countries, the Group also sources recovered paper from suppliers
other than ACN for no less than 20% of its aggregate purchase
value in recovered paper. In addition, the Group is gradually
expanding its procurement market coverage and diversifying its
recovered paper sources in order to maintain a stable supply
of quality recovered paper to the Group. The Group's strategy
is to have a certain proportion of its recovered paper sourcing
from the domestic market.
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(2) Kraft Pulp Supply

Kraft pulp is another principal raw material of the Group other
than recovered paper. The Group uses both bleached and
unbleached kraft pulp in the production of some of s products
fo increase the consistency of product appearance and strength.
The Group has acquired a 50,000 tpa wood and bamboo
pulp/specialty paper project in Leshan, Sichuan, a market leader
in specialty paper. Together with the 0.12 million tpa unbleached
kraft pulp project in Inner Mongolia, the two projects can supply
kraft pulp to the Group's various paper manufacturing bases.
Apart from these projects, the Group will also diversify the sources
of kraft pulp supply to meet its needs arising from capacity
expansion upon economic recovery in the future.

The Group adheres to the corporate principle of a “people-oriented”
strategy, with the belief that only human resources of excellence
can enhance the overall competitiveness and cohesive spirit of the
Group. The Group has obtained OHSAS18001 certification for
its occupational health and safety management system in March
2005. During the Period, the Group endeavored to implement various
confinuous staff development programs, such as regular fraining and
promotional opportunities. In addition, the Group actively drove the
association between staff and enterprise development, and diversified
employee communication channels, in order to increase the staff's
satisfaction and sense of belonging towards the enterprise.

As at 31 December 2008, the Group had approximately 11,000 full
fime staff in China. Expenses related to employees (including directors’
emoluments) for the Period amounted to approximately RMB184.3
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. Moreover, the Group has adopted a share opfion scheme
for employees and refined its incentive bonus program fo attract and
retain capable talents.
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The Group recorded a reduction in turnover and net profit for the Period
as compared with those in the corresponding period of last year.

The Group's revenue for the Period decreased by 5.3% over the
corresponding period of the last year to approximately RMB6,333.3
million. The major confributor of the Group's revenue was sfill from
its paper business which accounted for approximately 98.2% of the
fotal group revenue, with the remaining revenue generated from its
pulp business.

The Group's revenue for the Period decreased by approximately 5.3%
over the corresponding period of last year, as a result of substanfial
drop on average selling price of its packaging paperboard products
while the Group's sales volume maintained slightly increase. Revenue
of linerboard, high performance corrugated medium and coated duplex
board for the Period accounted for approximately 49.3%, 26.4% and
22.5% respectively of the fofal revenue, compared o 44.7%, 28.5%
and 24.7% respectively in the corresponding period of last year.

The Group's annual design production capacity in packaging
paperboard as at 31 December 2008 was /.85 million tpa, comprising
4.25 million tpa of linerboard, 2.65 million tpa of high performance
corrugating medium and 0.95 million tpa of coated duplex board. The
Group's sales volume of packaging poperboard products increased
by 6.4% to approximately 2.2 million tonnes in the Period from 2.1
million tonnes in the same period of the last year.

Although 6 new paper machines commenced production during 2008,
sales volume in the Group's financial statements for the Period did not
increase correspondingly reflecting the additional production capacity
of 2.4 million tpa, as these 6 new production lines were substantially
in the opfimization period during the Period. Among these paper
machines, PM18 and PM21 are high-speed machines specialized
for the production of light weight high performance corrugating
medium and represent the debut of one of the world’s most advanced
paper making equipments in China. PM19 and PM20 use a unique
enhanced process to produce linerboard. Owing to their unique and
novelty nature, after they commenced production in June 2008, their
optimization had taken 1-2 months longer than the normal optimization
period of 3-4 months for other regular types of paper machines.
Currently, these paper machines, together with PM22 and PM23 in
Chongging which started their optimization period in August 2008,
are all in normal operations.
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The sales volume of linerboard, high performance corrugated medium
and coated duplex board for the Period increased by approximately
20.6%, and decreased by approximately 0.7% and 10.6% respectively
which is in line with the change in production mix as compared with
the corresponding period of last year.

The decrease of selling price in certain of the Group's products led
to the decrease in sales. The average selling prices of linerboard,
high performance corrugated medium and coated duplex board for
the Period decreased by approximately 14.1%, 10.6% and 3.3%
respectively. The majority of the Group's sales continued to be realized
from the domestic market, in porticu|or from the corrugating medium
and coated duplex board sectors. For the two six-month period ended
31 December 2008 and 2007, sales related to domestic consumption
represented approximately 77.9% and 57.7% of the Group's tofal sales
respectively, while the remaining revenue are sales denominated in
foreign currencies which primarily represented sales made to foreign
invested processing enterprises.

For the Period, sales to the Group's top five customers in aggregate
accounted for approximately 4.8% (2007: 8.6%) of the total revenue,
with that to the single largest customer accounted for approximately
1.4% (2007: 2.7%).

The gross profit for the Period was RMB795.0 million, representing a
decrease of approximately RMB781.2 million or 49.6% as compared
with the RMB1,576.2 million in the same period of the last year.
Overall gross profit margin for the Period decreased from 23.6% to
approximately 12.6% due to the substantial decrease in selling price
while the raw materials (mainly cost of recovered paper and coal cost)
maintained at a very high level during the Period.

The average utilization rate of the Group’s paper machines for the
Period decreased from 94.0% in the corresponding period of the last
year to approximately 91.8% in the Period. The decrease in utilization
rate was mainly due to increase in shutdown period required for product
and basis weight changes as the Group has changed its product mix
to increase the production of high performance corrugating medium
and more packaging paperboard products with lighter weight fo cope
with the changes in the market demand.
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Other gains (net] of the Group increased by 10.2% to approximately
RMB137.9 million in the Period from RMB125.1 million in the same
period of the last year. The increase was mainly the net gain on
repurchase of the senior notes and the nef increase in the sale of
scrap materials.

The operating profit for the Period was approximately RMB621.7
million, representing a decrease of approximately RMB648.0 million
or 51.0% over the RMB1,269.7 million of the same period of the

last year.

Selling and marketing costs increased by approximately 13.7% from
RMB 144 .4 million in the same period of the last year to approximately
RMB164.3 million in the Period. The increase in the selling and
marketing costs was due fo larger sales volume and more geographical
coverage. When counted as a percentage of the Group's revenue, the
total amount of selling and marketing costs increased from 2.1% in the
same period of last year to approximately 2.6% in the Period.

Administrative expenses decreased from RMB287.2 million in the
period of the last year to approximately RMB147.0 million in the
Period. The amount of administrative expenses as a percentage of
group revenue decreased from 4.3% in the same period of last year
fo approximately 2.3% in the Period. The decrease during the Period
was mainly a result of write-back the share options expenses of
approximately RMB94. 1 million and optimal level of management and
administrative costs incurred after the launch of new paper machines
and new production bases. The Group's administrative expenses
amounted to approximately RMB241.1 million after deducting the
share option expenses written back, representing 3.8% of the Group's
revenue.

The net profit attributable to the equity holders for the Period was
approximately RMB323.4 million, representing a decrease of
approximately 69.4% over the same period of the last year.
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The Group's finance costs increased by 257.0% to approximately
RMB230.5 million in the Period from RMB64.6 million in the same
period of the last year. The increase in interest on bank borrowings
from RMB187.8 million to approximately RMB504.1 million was
mainly due fo that the total borrowings increased by approximately
RMB6.0 billion from RMBQ.0 billion as at 31 December 2007 to
approximately RMB15.0 billion as at 31 December 2008.

Basic earnings per share for the six month period ended 31 December
2008 and 2007 were RMBO.07 and RMBO.25 respectively. The
Board does not recommend the payment of an interim dividend for
the Period.

The level of inventory as at 31 December 2008 decreased by 52.6%
to approximately RMB1,334.6 million from RMB2,818.5 million at 30
June 2008. Inventories mainly comprised recovered paper, pulp and
other raw materials of approximately RMB803.9 million and finished
goods of approximately RMB530.7 million.

The turnover days for raw materials and finished products were
approximately 26 days and 17 days respectively during the Period,
compared to 42 days and 14 days in the corresponding period of
the last year.

The trade receivables and bills receivable as at 31 December 2008
were RMB1,715.7 million, decreased by opproximote|y 13.9% from
RMB1,991.8 million as at 30 June 2008. The turnover days for trade
debtors were 49 days, compared to 60 days in the corresponding
period of the last year. As at 31 December 2008, the trade receivables
with age less than 60 days accounted for approximately 90.2% of
the fofal frade receivables.

The trade payables and bills payable decreased by approximately
29.8% to RMB1,604.0 million as compared to the corresponding
figure at 30 June 2008. The turnover days for trade payables were
approximately 53 days, comparing to 37 days of the same period
of the last year.
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The working capital and longterm investment funding requirements of
the Group during the Period was primarily satisfied by the Group’s
operating cash flows and borrowings.

The Group's net cash inflow from operating activities for the Period
increased from RMB475.9 million in the same period of the last year
to approximately RMB1,955.1 million in the Period. The increase was
attributable primarily to the changes in working capital, mainly from
the decrease in period end trade receivables and inventories due to
effective control on trade receivables and inventories. In terms of the
Group's available financial resources as at 31 December 2008, the
Group had bank and cash balances of approximately RMBQ14.5
million (excluding restricted cash of approximately RMB108.9 million)
and tofal undrawn bank loans and overdraft facilities of approximately

RMB5,340.8 million.

As at 31 December 2008, the shareholders’ funds were approximately
RMB13,400.6 million, an increase of RMB129.1 million from that
as at 30 June 2008.

The Group had outstanding bank loans and borrowings as at 31
December 2008 of approximately RMB14,961.9 million. The short-
term and long-term borrowings amounted to approximately RMB1,203. 1
million and RMB13,758.8 million respectively, accounting for
approximately 8.0% and 92.0% of the total borrowings respectively.
As at the end of the Period, more than approximately 98.8% of the
Group's debts were on unsecured basis.

The net borrowings to equity ratio for the Group as at 31 December
2008, expressed as a percentage of net borrowings of RMB13,938.5
million and shareholder's equity of RMB13,568.7 million, was increased
fo approximately 102.7% from 95.9% as at 30 June 2008.

The Group has established treasury policies with the objectives of
achieving effective control of freasury operations and of lowering cost
of funds. Therefore, funding for all its operations and foreign exchange
exposure have been cenfrally reviewed and monitored at the Group
level. To manage the Group's exposure to fluctuations in exchange
rates and inferest rafes on specific transactions and foreign currency
borrowings, currency structured instruments and other appropriate
financial instruments were used to hedge material exposure. It is the
policy of the Group not to enter info any derivative confracts purely
for speculative activities.
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The treasury policies followed by the Group aim fo:
(a) Minimise interest risk

This is accomplished by loan refinancing and negofiation.
The Board will continue to closely monitor the Group's loan
porifolio and compares the loan margin spread under its existing
agreements against the current borrowing inferest rates under
different currencies and new offers from banks.

(b)  Minimise currency risk

In view of the current volatile currency market, the Board closely
monitors the Group's foreign currency borrowings. As at 31
December 2008, total foreign currency borrowings amounted to
the equivalent of RMB5,569.7 million and loans denominated
in RMB amounted to RMB9,392.2 million, representing
approximately 37.2% and 62.8% of the Group's borrowings
respectively.

The Group invested approximately RMB2,946.8 million for the
construction of factory buildings, purchase of plant and machinery
and equipment during the Period, as compared to RMB3,740.2 million
in the same period of the last year.

The Group made capital expenditure commitments mainly for machinery
of approximately RMB2,480.6 million, which were contracted but
not provided for and approximately RMB1,492.9 million, which
were authorized but not confracted for in the financial statements as
at 31 December 2008. These commitments were mainly related fo
the expansion of the Group's production capacity, and part of these
commitments may be postponed accordingly based on the availability
of Group's internal financial resources and market conditions in the
forthcoming years.

As of 31 December 2008, the Group had no material confingent
liabilities.
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ND Paper is committed to ensuring high standards of corporate
governance in the interests of shareholders and devotes considerable
effort to identifying and formalizing best practices. Throughout the
Period, the Company followed the principles and complied with
applicable provisions under the Code on Corporate Governance
Practices as set out in Appendix 14 to the Listing Rules of the Stock
Exchange.

The Company has adopted the Model Code set out in Appendix 10 fo
the Listing Rules as its code. Specific enquiries have been made with
all directors, who have confirmed that, during the Period, they have
complied with provisions of the Model Code. Senior management who,
because of their office in the Company, are likely to be in possession
of unpublished price sensitive information, have been requested to
comply with the provisions of the Model Code.

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.

The members of the Executive Committee shall be executive directors,
but the Executive Committee shall not at any time consists of more
than four members. No change shall be made to the composition of
the Executive Committee except with the approval of all the directors
in writing. The Chairlady of the Board shall be the Chairlady of the
Executive Committee.

Currently, the members of the Executive Committee includes Ms.

Cheung (Chairlady), Mr. Liv and Mr. Zhang.

The functions of the Remuneration Committee include making
recommendations fo the Board on the remuneration policy and practices
and esfablishing recruitment policies that enable the Company to
recruit, refain and motivate high-calibre staff to reinforce the success
of the Company and create value for our shareholders.
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In addition, the Remuneration Committee supervises and enforces the
Pre-listing Share Option Scheme and 2006 Share Option Scheme of

the Company in an effective manner.

Currently, the Remuneration Committee consists of Ms. Tam Wai Chu,
Maria [Chairlady), Mr. Chung Shui Ming, Timpson, Dr. Cheng Chi
Pang, Mr. Liu and Mr. Zhang.

The Audit Committee meefs at least four times each year with the
purpose of monitoring the integrity of the Group's financial statements
and to consider the nature and scope of internal and external audit.
The Audit Committee, fogether with the Company’s management
and its external auditor, PricewaterhouseCoopers, have reviewed
the accounting principles and practfices adopted by the Company
and discussed over and reviewed the auditing and financial matters,
including all significant aspects involving financial, operational and
compliance controls.

All members of the Audit Committee are INEDs, namely, Dr. Cheng
Chi Pang (Chairman), Ms. Tam Wai Chu, Maria, Mr. Chung Shui
Ming, Timpson and Mr. Wang Hong Bo.

The Risk Control Committee is formed by the Supervision Department
and Finance Department. The primary duties of the Risk Control
Committee are strengthening the control environment; assessing relevant
risks and carrying out necessary control activities; ensuring seamless
information exchange; exercising appropriate supervision to ensure
the effectiveness and efficiency of control over activities within and
between different departments; identifying risks and analysing such
risks which may impede the achievement of corporate objectives
[including such risks associated with constant changes in the regulatory
and operating environments); establishing internal control measures for
minimising and eliminating risks; reviewing and reporting to the Board
in respect of the effectiveness of internal control; and mainfaining
confact with external auditors for maintaining the quality of the Group's
internal control system.
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REVIEW OF INTERIM RESULTS

The unaudited condensed consolidated interim financial report has
been reviewed by the Company’s Audit Committee and the Company's
auditor, PricewaterhouseCoopers, in accordance with Hong Kong
Standard on Review Engagements 2410 “Review of Interim Financial
Information Performed by the Independent Auditor of the Entity” issued
by the Hong Kong Institute of Certified Public Accountants.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend
for the Period (Six months ended 31 December 2007: RMB1.68

cents per share).

DISCLOSURE OF INTERESTS

Directors’ and Chief Executive’s Interests and Short
Positions in Shares, Underlying Shares and Debentures
of the Company and lts Associated Corporation

As at 31 December 2008, the Directors and chief executive of the
Company and their associates had the following inferests and short
positions in the shares, underlying shares and debentures of the
Company and ifs associated corporation [within the meaning of Part
XV of the SFO) as recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to the Model Code:
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TRETARAEEREE The table below sets out the aggregate long positions in the
TBRAEBER-_ZTZNF+ = Shares and underlying shares of the Directors and the chief
A=+—HBAHEERRARK execufive of the Company as at 31 December 2008.

MEMERND TR BE -

AERHYE
(HEBREME)
Rir¥E Number of underlying shares
Number of Shares fin respect of share options)

RoKR

BRl

- £3:24 Be/%e EAER Rigfa AR N 5+ Righa Approximate

Name of Long Position/ Personal Fomily Corporate Personal Fomily B%  percentage of

Directors Short Position Interests Interests Interests Interests Interests Totl  shareholdings

(Bf3E1)
(Note 1)

Rt f7e 30,552,106 13,562,836 2,992,120,000 46,738,652 46,731,348 3,129,704,942 72.25%
Ms. Cheung long Position

i e 13,562,836 30,552,106 2,992,120000 46,731,348 46,738,652 3,129,704,942 72.25%
Mr. Liy long Position

iyt 78 13,025,928 - - 40,288,893 - 53,314,821 1.23%
M. Zhang long Position

Py e - - - 4,000,000 - 4,000,000 0.09%
Mr. Zhang Yuanfu long Position

RELL e 200,000 467,000 - 300,000 1,200,000 2,167,000 0.05%
Ms. Gao Jing long Position

EEY Lo e 516,608 - - 700,002 - 1,216,670 0.03%
Ms. Tom Woi long Position

Chu, Maria

Erfrs ) 709,494 - - 700,002 - 1,400,496 0.03%

Mr. Chung Shui Ming,  long Position
Timpson
L e - - - 700,002 - 700,002 0.02%

Dr. Cheng Chi Pang Long Postion
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B aE Notes:
() Best ResultE B 5 & (m Best Result directly held 2,992,120,000 shares in the Company.
2,992,120,000f% & 2 7] % The issued share capital of Best Result is held as to approximately
% ° Best ResultB# 1T A H 29.706% by HSBC Bank USA, National Association, as Trustee,
HSBC Bank USA ' National and Zhang Xiujie, as Special Trustee, of YC 2006 Family Irrevocable
AssociationlAYC 20006 Trust, as fo approximately 7.367% by Ms. Cheung and as fo
Family Irrevocable Trust approximately 37.053% by Ms. Cheung and her spouse, Mr. Liu,
EFEABEHDKEZhang Xiuvjie as the trustees and the special trustees and Bank of The West as
R RME R /\ % mHEL a frustee of MCL Living Trust. Each of Ms. Cheung and Mr. Liu is
290.706% WHAKRKEHE therefore deemed to be interested in the shares held by Best Result
#7.367% M =2 S ﬁ i K by virtue of her or his interests in Best Result pursuant to Part XV of
HEB2I%EELUMCL Living the SFO.
Trus TE’HE&/\&’HE‘HZEE/\
&1 KBank of The WestlA
MCL Living TrustEsEA &5
BB #37.053% Ak R
BESRBEGRMNEX VA
Rzt RBEESOERESR
Best ResultFTHF BRI HY 1
(2) WRELWABERESEIL _F [2)  Details of the share options granted under the Pre-listing Share
TN IR R AT B ey BB IR Option Scheme and 2006 Share Option Scheme are set out in
HEREBE R LA T (i1) 30 » Part (i) below.
(1) ETAIERES (1) THE PRE-LISTING SHARE OPTION SCHEME
RABEA - RiE E™ Details of the opfions outstanding under the
A1 B A M 5T &1 = R AT Pre-Listing Share Option Scheme during the Period
ZHBREFBEET are as follows:
ERENE
Number of share options
RZBBNE RZBENE RaRk
bjar: _ +=R=f-8 Hk
Mgl RABEGR  RANEEE  RAMERN Wit Approximate
REA Balonce as at  Exercised during Cancelled durinﬂ Lapsed durmg Balance os at percentu?e of
Grantees 1 July 2008 the Perio the Perio the Period 31 December 2008 shareholding
| 2B i} Directors
Bt (H3) Ms. Cheung [Note 3| 13,538,652 - - - 13,938,652 0.313%
Bk (FE3) Mr. Liv [Note 3| 13,531,348 - - - 13,931,348 0.312%
R Mr. Zhang 7,088,893 - - - 7,088,893 0.164%
RELT Ms. Gao Jing 300,000 - - - 300,000 0.007%
EERUL Ms. Tam Wai Chu,
Maria 700,002 - - - 700,002 0.016%
ERRLE Mr. Chung Shui Ming,
Timpson 700,002 - - - 700,002 0.016%
dleEL Dr. Cheng Chi Pang 700,002 - - - 700,002 0.016%
et Subrfotal: 36,958,899 - - - 36,958,899 0.844%
i) EEREM il Employees and others 28,517,402 - - - 28,517,402 0.658%
it Total: 65,076,301 - - - 65,076,301 1.502%
* NZEZN\F+_A=+ * The issued share capital of the Company was 4,33 1,892,099
—BARRBEBITRAR as at 31 December 2008

4,331,892,00082 81 -
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SERE - BREHIKRM -

Notes:

(1) All options under the Pre-Listing Share Option Scheme were granted on 1
January 2006 at an exercise price of HK$3.06 per Share.

(2) Each of the grantees to whom options have been conditionally granted
under the Pre-Listing Share Option Scheme will be entitled to exercise:

(i) up to 20% of the Shares that are subject fo the option so granted
to him/her (rounded down fo the nearest whole number) at any
time during the period commencing on the first anniversary of the
date on which the relevant option was so granted to him/her on 1
January 2006 ("Grant Date”) and ending on the second anniversary
of the Grant Date;

(i) 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 second
anniversary of the Grant Date and ending on the third anniversary
of the Grant Date;

(i) 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 third
anniversary of the Grant Date and ending on the 54th month from
the Grant Date; and

liv)  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 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-listing Share
Option Scheme.

(3) M. 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.

Save as disclosed above, no option was granted, cancelled
or lapsed under the Pre-listing Share Option Scheme during
the Period.
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(2) ZZTTXRFERETE (2) 2006 SHARE OPTION SCHEME
RABEA RE-_ZTZT FE Defails of options granted and outstanding under the
PRt Bl R Ko R ITE 2 BB AR 20006 Share Option Scheme during the Period:
RHFBMT
ERENE
Number of share options
R-EE\EF RIFRNE
tA-8 RAHE REHE REHE #3%E +-A=t8 itk
tit ] i Fid A tigh .0
Bolance Granted Exercised Cancelled lopsed ~ Bolonce as  Approximate
ARA as ot during during during during at 31 percentage of
Grantees 1July2008  thePeriod  thePeriod the Period  the Period December 2008  shareholding
| E% i|  Directors
Frt (W1R2) Ms. Cheung [Notes 1 & 2] 33,200,000 - - - - 33,200,000 0.766%
8%k (W1R2) Mr. Liu [Notes T & 2) 33,200,000 - - - - 33,200,000 0.766%
Rt (WE1R2) M. Zhong (Notes 1 &2) 33,200,000 - - - - 33,200,000 0.766%
Rk (i) M. Zhang Yuanfu [Note 3| - 4,000,000 - - - 4,000,000 0.092%
15t Subotal: 99,600,000 4,000,000 - - — 103,600,000 2.392%
i EEREM il Employees and others
(MizE4) (Note 4] - 20752286 (1,030,000 (3961,143 {700,000 15,061,143 0.348%
it Total: 09,600,000 24,752,286 (1,030,000  (3,961,143) (700,000 118,661,143 2.739%

RZZTENFFT_A=+—BERQA
BEITRAR4,331,8902,090 A%

o

BEZZTTEFRERETE KL
T BARERREEDRIHER T
41,500,000/ B x4 - TEE AT
0.8365%8IL  BRZTEEAF+AZFN
H (ZEFgRERBTEEUNEREE
BERLERE) 2ROKMERBE=
ZERFFAZFTANALAERZAZ
BHKRTEESE (UBReSEAE) &
H#3% c (TESHHm -_EENE—HA—H
2-F——F+-A=+—8-

* The issued share capital of the Company was 4,331,892,099
as at 31 December 2008.

1. Ms. Cheung, Mr. Liv and Mr. Zhang each was granted
41,500,000 share options under the 2006 Share Option
Scheme. The exercise price is HK$9.8365 per Share, being
about 3% premium to the higher of the closing price of the
Shares on 26 October 20006, the date of the meeting of
the Board fo consider and propose the grant of the share
options, and the average closing price of the Shares for
the five trading days immediately preceding 26 October
2006. The exercise period is from 1 January 2008 to 31
December 2011.
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2. BREAFEIFNERRBEEFAT
- BT+ F+tA-BE_FT—
—FRAZTHBBzAEMEREE

([#EEHE] ) SFXETRANTE
i‘%fﬁﬁ’( c MBERREFRAEERE
“ETRFUBEEZERN (BT R
ARRBEZZEERF=ZAzLmAE
RARBEERNBIEREMSOHT LK
A) ([ZZETRUMBEEHER] ) &
HFBRRBEERE-_ZSZRPEEF
EHAGFERISUTE - NIETHIM
EFFBRABIRE - HAITEIEES
i 2 HERA R AR -

RXEBFWOT

The performance targets are as follows:

2.

The exercisable of the share options is subject to the
achievement of the per{ormonce targets of profil. The each
of the five financial years during from 1 July 2007 to 30
June 2011 (the "Particular Period”) has different performance
targets of profit. The performance target of profit is calculated
based on the net profit of the Group for FY2006 which
excludes the interest income of the Company derived from
the oversubscription of the shares during the Pre-Listing Initial
Public Offering in March 2006 ("Net Profit FY2006"). The
performance fargets of profit is calculated based on the 35%
growth of the Net Profit FY2006 on the annual basis. If the
performance target of profit is met in the Particular Period,
the share options associated with the Partficular Period will

be exercised.

MERHERF

Performance target of profit

TR ERREE
FY2007

—EEN\FRHREFR
FY2008

—ETNFRHREFR
FY2009

—E-TERHREFR
FY2010

—E R HRER
FY2011

a"éﬁ@ﬂ%@Eﬁ,\,%%?ZX%@Zﬂ/FHEEE

PORZBTRMBFEMF2135%
Not less than 135% of the Net Profit FY2006

FORZZETARNUBRFELFZ170%
Not less than 170% of the Net Profit FY2006

NORZTETRNUBFEMLF 2205%
Not less than 205% of the Net Profit FY2006

NORZZETRNMBFEMLF 2240%
Not less than 240% of the Net Profit FY2006

TORZZETARNMBFELF2275%
Not less than 275% of the Net Profit FY2006

The Remuneration Committee will be responsible for

monitoring the performance targets of the profit of the

Group and whether or not that the Group has met the

targets for each of the relevant years.
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3. ERTRIBAENERESER 3. Defails of the options granted to Mr. Zhang Yuanfu are as
mE - follows:—
EREYE
Number of share options
=2 J1%:3 REH
R-ZFINE +-ZA=+-H B 88
tA-H REHE REHE REHE REHE 3k bd &3
BHAH Sk b (i fid ] %% Balance  Closing price
(MRteH ) e T Balance Granted Exercised Cancelled Lapsed as at 31 immediately
Dafe of grant Exercise  Exercise as at during during during during December before
(“Grant Date”) price period 1 July 2008 the Period the Period the Period the Period 2008 Grant Date
ki (i3 B
HK$ [Note] HK$
—EEN\E 4.310 —ZENENAZTHEE - 1,000,000 - - - 1,000,000 4.20
NAZ+EA “F-Z5¥\AZtEA
25 August 2008 25 August 2009 fo
24 August 2013
—EEN\E 0.894 —EENETAZTNBE - 2,000,000 - - - 2,000,000 0.72
TRA=TNR “R-ZftAZttA
28 October 2008 28 October 2009 o
27 Oclober 2013
—EEN\E 1.590 —EENET-AT-BE - 1,000,000 - - - 1,000,000 1.44
+-At+E ZE-=%+-A+H
10 November 2008 11 November 2009 fo
10 November 2013
B 4,000,000 - - - 4,000,000
Total:

RE-_ZTBRFHERESERTRESE
FESHGHERTEBETI

(i) R A EXEREERERD
—BEFEHEERE _BEF
ERLEE - EESITEAER
ARETEBEAERN20%

(KR =

7

REINHEE) OB

(i) EBERLEHEHRE_BFEH
HEWME=BEFE A AR
B B 1T {6 P JE 0 AT AR BB TR B
R A% 0 40%8 1% 2 17 68 8 ik
EMETOHRODEER(HRE
R R BB B R A

(i) ERLEHEMREZBAFEH
HRERBBHRBHSMEAE
HILHEAM - BERfT(EPTER AT
7R FE T A8 3 AH B AR 1) 6 0% Rl 12
B 17 0 A e T 28 77 0 AR 40 3K
B(ORERBONBEZINE

Pt K&

(iv] BREBHZESAERER
% HERB-_ZTRFER
REFTER AR AR B RE MR
Pe#E B # 1% FOOME A #R -
B B 17 {68 P 2 35 T 5B BB 2 0 AR
B R 0 R AR B 17 (68 B AR 1 3%
TTHIB D BB AR A A o

Mr. Zhang Yuanfu has been conditionally granted under the
20006 Share Option Scheme will be entifled to exercise:

(i)

(ii)

(iii)

(iv)

up to 20% of the Shares that are subject to the
option so granted to him (rounded down fo the
nearest whole number] at any time during the period
commencing on the first anniversary of the date on
which the relevant option was so granted fo him on
Grant Date and ending on the second anniversary
of the Grant Date;

up to 40% of the Shares that are subject to the
option so granted to him less the number of Shares
in respect of which the option has been exercised
[rounded down fo the nearest whole number) at any
time during the period commencing on the expiry
of the second anniversary of the Grant Date and
ending on the third anniversary of the Grant Date;

up to 60% of the Shares that are subject to the
option so granted to him less the number of Shares
in respect of which the option has been exercised
[rounded down fo the nearest whole number) at any
time during the period commencing on the expiry of
the third 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 less the number of Shares in respect
of which the option has been exercised at any time
commencing from the expiry of the 54th month from
the Grant Dafe and ending on the expiration of 60
months from the date upon which such opfion is
deemed to be granted and accepted in accordance
with the rules of the 2006 Share Option Scheme.
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4. ERTEERAMATHEREESR 4. Defails of the options granted to Employees and others are
mr = as follows:—
RREHE
Number of share options
R-ZFENE REH
RZBENE +=ZA=+-H BH#a
tA-8  RE¥HHE REHE REHE REHE Sk ZWHE
REBEH kTS it i€ i FS Balance  Closing price
(TgHBH) ffEfE  TEY Balance Granted Exercised Concelled Lopsed asat31  immediately
Date of grant Exercise  Exercise as at during during during during December before
(“Grant Date”) price  period 1 July 2008 the Period the Period the Period the Period 2008 Grant Date
B (ko) B
HK$ [Note 6) HK$
ZZTNE 6.004 —ZEEAELA-T-HE - 1,640,958 - (1,640,958) - - 5.60
tAZ+T—B(HES) ZE-ZftAC+H
21 July 2008 Note 5) 21 July 2009 1o
20 July 2013
—EEN\E 4310 —EEAENA-THRE - 3,020,185 - (2,320,185) (700,000] - 4.20
NAZTEB(KS) “ER-=f)\AZTREA
25 August 2008 [Note 5] 25 August 2009 to
24 August 2013
—EREN\F 0.894 ZEEnF+A-THAZE - 5,561,143 - - - 5,561,143 0.72
TAZHNB(HES) “E-ZF+AZTNA
28 October 2008 (Note 5) 29 October 2009 to
28 October 2013
ZETNE 0894 ZZEENETA-TAHEE -10,530,000 (1,030,000 - - 9,500,000 0.72
TE-1/R “F-=ftAZTNR
28 October 2008 29 October 2008 fo
28 October 2013
EHE 20,752,286 {1,030,000) (3,961,143) (700,000) 15,061,143
Total:
5. BE_ZTZEFEREFIESEK 5. Each of the grantees has been conditionally granted
HRTFERENSERA - AT : under the 2006 Share Option Scheme will be entitled to
exercise:

(i)

(i)

(iii)

RO AHEREMBERERS
—REFERRERE_AFE
HIE 8 - BE 1T 65 AT
AR T B B AE B AR 9 20%
(KR EFELMEZ)MER
o

ERLASRAE_BFER
REWEZBEFEA LR
BERS 1T PR AT BB TR 1B
MR R% 10 40% 1% B 17 68 i Ik
BMETHBEMEE(WEZE
R R B AR AR

ERLAHSRRAE=ZBFER
RERBBAHRBS4EANE
HILHEAR - BER 1T PTER AT
708 T8 18 4E B AR 17 6 0% R 32
B 17 {62 B8 A4 1 3 17 MO AR 10 2K
B(ORESREOINESINE
Pt K&

(i)

(ii)

(iii)

up to 20% of the Shares that are subject to the
option so granted to him [rounded down fo the
nearest whole number) at any time during the period
commencing on the first anniversary of the date on
which the relevant option was so granted to him on
Grant Date and ending on the second anniversary
of the Grant Date;

up to 40% of the Shares that are subject to the
option so granted to him less the number of Shares
in respect of which the option has been exercised
[rounded down fo the nearest whole number) at any
time during the period commencing on the expiry
of the second anniversary of the Grant Date and
ending on the third anniversary of the Grant Date;

up to 60% of the Shares that are subject to the
option so granted to him less the number of Shares
in respect of which the option has been exercised
[rounded down fo the nearest whole number) at any
time during the period commencing on the expiry of
the third anniversary of the Grant Date and ending
on the 54th month from the Grant Date; and
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(iv)] BREBHEES4ERGER
% HERBE-_ZZTFAE
BRAETERR AR L k&
MEBAE B B E00E A H
B BERTEAERIRES
6 HE BE PR (0 R 12 B 1T (5 BB AR
MEITHRMDEE HERE -

6. MREREZRRBITEBN  ARBKRH
TR EREEI T -

B EXHEEEI  RABMREAL EE
BEBRBE_ZFTAFERESFIER

138 WA

6.

(iv)

such number of Shares subject to the option so

grorﬂed to him/her less the number of Shares in

respect of which the option has been exercised

at any fime 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 2006 Share

Option Scheme.

The weighted average closing price of the Shares of the
Company immediately before the dates on which the options

were exercised was HK$1.17.

Save as disclosed above, no any other options were granted,
cancelled or lapsed under the 2006 Share Option Scheme

during the Period.

E 31T
LERYE

No. of issued

EOECY
Bt

Approximate

EEfE Long Position/ St ordinary shares held percentage
Name of directors Short Position Capacity in Best Result of shareholding
SR+ HE BEREBA 7,367 7.367%
Ms. Cheung Long Position Beneficiary Owner

Eilbataa "R EREEEA 37,053 37.053%
Mr. Liu long Position Beneficiary of a trust

SRITHE HE BEEEEA 25,874 25.874%
Mr. Zhang Long Position Beneficiary of a frust

BESEE "R EREEEA 14,853 14.853%

Mr. Llau Chun Shun Long Position
BREXHBEEIN  RZTTEN\F+Z
A=1t—B AXARAIZEZFE TBMTH
AEBRBRENBEAL(EEZERZ SN
HIERAEX VIR BIEAE AR R HE
ERABEZENRD - HEKRD RES
EERIARMBELRBREZE S KB
BIRBIEIS2FEATHEIFNELMA
IREBEFETRAMNGARE RBER
Ffr -

Beneficiary of a trust

Save as disclosed above, none of the Directors or chief executive

of the Company or any of their associates (within the meaning

of Part XV of SFO) had any interests or short positions in the

shares, underlying Shares or debentures of the Company or any
associated corporation as at 31 December 2008, as recorded
in the register required to be kept under 352 of the SFO, or

as otherwise notified to the Company and the Stock Exchange

pursuant fo the Model Code.
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MARNBZERTSATRSITHRAERNA
RZEBEZN\F+_A=+—HH HBLEX
BBEZARNAESAGRSTRAB Z#
wmMOKBIN - THA TR AR B G5 K
HEAROFHREREZEFRBEENE
XVBE2REIDHBARAR RGN IFEE -
HARARNBIRBLHEMAEKENEI36
BREEFzELMPLE  ENe
AARRBRAZERIAR

So far as is known to any Directors or chief executive of the
Company, as at 31 December 2008, other than the interests and
short positions of the Directors or chief executive of the Company
as disclosed above, 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, or as otherwise notified to the
Company and the Stock Exchange:

M
RACET =R 4
50— Py kB Approximate
&M (fHsh) Long Position/ 4% No. of issued percentage of
Name (Note| Short Position Capacity ordinary shares shareholding
Best Result HE ERERA 2,992,120,000 69.07%
Best Result long Position Beneficial Owner
HSBC Bank USA, National S YC 2006 Family 2,992,120,000 69.07%
Association and Zhang Xiujie Irrevocable Trust fEFE A RBFRIEFTEA
HSBC Bank USA, National long Position Trustee and Special Trustee of
Association and Zhang Xiujie YC 2006 Family Irrevocable Trust
Bank of the West e Trustee of MCL Living Trust BJfE5EA  2,992,120,000 69.07%
Bank of the West long Position Trustee of MCL Living Trust

fg5E © Best ResultEHEFEF2,992,120,000%
KRR MD o Best Resul tEEITIRA A
HSBC Bank USA, National Association
LAYC2006 Family Irrevocable Trust
FREAFMORZhang XiviieREFREE
AGDHFEN20.706% W HIKRZITFH
BHR7.367% LERBARZLTRERB
BIEHELMCL Living TrustBfEsE AR
HRlEEAZHD KBank of The West
LAMCLLliving TrustsstASHRAEL
37.053% - AWt REFHFRHPERK
BIEXVE  RE T RBACESERABER
Best Result T AR D AR -

BEXPHEEEN  R_TTNEFE+
A=1t—B ARATEEZFEMNE
MALT(RRBREMEFTREZTHA
BRINFEAR QR R BERMDO
HEARMELNIREEF KBS K
I 336EMBHIFHERLMA -

Notes: Best Result directly held 2,992,120,000 shares in the Company. The issued
share capital of Best Result is held as to approximately 29.706% by HSBC
Bank USA, National Association, as Trustee, and Zhang Xiujie, as Special
Trustee, of YC 2006 Family Irrevocable Trust, as to approximately 7.367%
by Ms. Cheung and as to approximately 37.053% by Ms. Cheung and
her spouse, Mr. Liu, as the trustees and the special trustees and Bank of
The West as a trustee of MCL Living Trust. Each of Ms. Cheung and Mr.
Liu is therefore deemed 1o be interested in the shares held by Best Result by
virtue of her or his interests in Best Result pursuant fo Part XV of the SFO.

Save as disclosed above, as at 31 December 2008, as far
as the Company is aware of, there was no other person (other
than any Director or the chief executive of the Company) who
had any inferests or short positions in the shares or underlying
shares of the Company as recorded in the register required to

be kept by the Company under Section 336 of the SFO.
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BRhEATFEERI —BEAETEERN]
RiAhrn - HEEEEAN]
(TZERADEE - ZFRANTE

W& :

The fair value of opfions are determined used “Binomial Valuation
model” and “Black-Scholes model” (the “Models”). Key assumptions
of the Models are:

—8%rs L
LR ETE BERHERT B BERRiERTE

Pre-Listing Share 2006 Share 2006 Share

Option Scheme Option Scheme Option Scheme

FRHBEHE: —EE X F-H-H “EEXE+—At++B —EENFLA-T-—H
Date of Grant: 1 January 2006 17 November 2006 21 July 2008
—EENENARZTHA

25 August 2008

—EENE+AZFNA

28 October 2008

—EZN\E+-HTH

10 November 2008

B —ER MAOw— R —ER
Model: Binomial Valuation Black-Scholes Binomial Valuation
EEBRFE IFHINEES ERMER 3.75%3.81% 1.798%-3.354%

Riskfree rate:

BHREE
Expected dividend yield:

BHARRARNHERE
Expected volatility of the market price
of the Company’s Shares:

EREBHRTEER (K1)

Fair value as af effective date [approximatelyl:

ZERABSREREST LB HREK
- BARNEIBRINEEGREEFER
FEENENE WUEERS - B]IT
BABARRERBEREAFEENKE—
Al SEEtE

Yield of 5-year
Exchange Fund Notes

5% B4 per annum B4 per annum

1.00%4.50% 1.013%7.356%
25% 28% 60%62%
70,000,000/ 7T 364,000,000 7T 16,000,000/ 7T
HK$70,000,000 HK$ 364,000,000 HK$16,000,000

The Models requires the input of subjective assumptions, including the
volatility of Share price. As changes in subjective input assumptions can
materially affect the fair value estimate, in the directors’ opinion, the
existing models do not necessarily provide a reliable single measure
of the fair value of shares options.
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L HRAIE13.51(8)2
EERTAN

AT RRE EMRAIEIS.51(8B )MH
BHEEEEAN -

EHRLAE 22 MEZy KFax - B
—EERF_ARNARBEEARA ZE
VHERTEES - HARFAPEHBE S
wBE(EB)ROBRAE (] B
AEDRERBEGEERQARZBILIEHR
TEE NAEBRELECEBRAF
CEBUFPTEETRERTZESERE -

BELBEFRER(ZER)AERRAA
ErBEEasEE(FER)ARQA(S
BEE) 2BIFNTEETRERE
BgXF BR_ZTETENF_ABESR
BRER(ER)ERARZBILIFERT
BELREZZESIFERL - —FTFN
FTATHEB  FEBALTEBES
B FEEBEXASTEBANZENE

N
BE LHEIBODFXFAFT L
&8 &

RASEN - AR RREAFHER A

BMEBE LEFIBEOQAQFNHLHE
% o

CHANGES OF DIRECTORS INFORMATION UNDER
LISTING RULE 13.51(B)

Below is the change of director information required to be disclosed
pursuant fo Listing Rules 13.51(B).

Mr. Chung Shui Ming, Timpson, GBS, J£ has been an INED of the
Company since 6 February 2006. He is currently INED of China
Unicom (Hong Kong) Limited ("China Unicom”), Glorious Sun Enterprises
Limited, and also INED and chairman of the audit committee of Miramar
Hotel and Investment Company, Lid.

Mr. Chung was previously an INED and chairman of the audit committee
of Tai Shing International (Holdings) Limited and China Netcom Group
Corporation (Hong Kong) Limited [“China Netcom”). He resigned as an
INED and chairman of the audit committee of Tai Shing Internafional
(Holdings) Limited in February 2008. On 15 October 2008, China
Netcom became a wholly-owned subsidiary of China Unicom pursuant
to the merger of China Unicom and China Netcom.

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company's listed securities for the Period.
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Condensed Consolidated Interim Balance Sheet
ZETNF ZEENF
+=—A=+—8 ~A=1A
31 December 30 June
2008 2008
RICEZ BEZ
Unaudited Audited
M5 AREFIT ARBTIT
Note RMB’000 RMB'O00
&E ASSETS
ERBEE Non-current assets
e Property, plant and equipment 4 26,170,576 23,536,557
i fh Lland use rights 4 1,171,214 1,185,424
| AE Intangible assets 5 238,001 238,284
PTESRTA Derivative financial instruments - 25,023
EREEEST Total non-current assets 27,579,791 24,986,188
RENEE Current assets
FE Inventories 6 1,334,591 2,818,476
FEWE Z R Trade and
T Eo o i W Ek I8 other receivables 7 2,355,812 2,852,233
TESRMTA Derivative financial instruments 15,206 -
ZRRFIRE Restricted cash 8 108,930 393,175
IRITMIR S R Bank and cash balances 914,504 1,562,873
RBEESET Total current assets 4,729,043 7,626,757
HEE Total assets 32,308,834 32,612,945
K EQUITY
AATHEEFAAEN Capifcﬂ and reserves attributable to
B A Rtk equity holders of the Company
%N Share capital 9 6,527,934 6,526,986
HFE Other reserves 10 1,189,440 1,233,201
REBEF Refained earnings
kP HAR R Proposed dividend = 151,580
AN RRE BT Unappropriated refained earnings 5,683,183 5,359,735
13,400,557 13,271,502
VEREER Minority interests 168,115 273,648
4AELS Total equity 13,568,672 13,545,150
&f& LIABILITIES
FERENEE Non-current liabilities
BB Deferred government grants 11 14,634 17,039
B3 Borrowings 12 13,758,846 12,389,923
RIEFET AR Deferred income tax liabilities 507,855 452,421
EFRHEEES Total non-current liabilities 14,281,335 12,859,383
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MG EPHHEEEER
Condensed Consolidated Interim Balance Sheet

ZEENF —EENF
+—HA=+—H ~NA=1+H
31 December 30 June
2008 2008
REEZ LFIZ
Unaudited Audited
M5 AREFIT ARBFIT
Note RMB’000 RMB'O00
RENEE Current liabilities
PTEESHMT A Derivative financial instruments 19,394 1,730
ERE SRR Trade and
Hfh A 5R0R other payables 11 3,128,027 3,838,793
FERTBIEARR 1B Current income tax liabilities 107,455 72,374
B3 Borrowings 12 1,203,051 2,295,515
RBEESE Total current liabilities 4,458,827 6,208,412
b= Total liabilities 18,740,162 19,067,795
HERREE Total equity and liabilities 32,308,834 32,612,945
RENEEFE Net current assets 270,216 1,418,345
HEERREBAE Total assets less current liabilities 27,850,007 26,404,533
FS5AE78BERMIE ARG RS K E The notes on pages 54 fo 78 form an integral part of this condensed

R EEREERD o consolidated interim financial information.
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BlREGaPHERR

Condensed Consolidated Interim Income Statement

EFHE
Hipdas OF5F0)

HEMTSHEEERER
TR

EERF

M5B M

R P15 Bt A 2 F

PSR X

HIERR

AT AR -
ARREZFEA
DB R R

FAERIHE AR
BANSRE
(AAERA RHE3)
— &R
—#8

2

F5AE78ENMERBALE R

BRI

REEER
Unaudited
BE+-—A=+—HI17-EA

Six months ended 31 December

—EENF —EELF
2008 2007
M5 AREFIT ARBTIT
Note RMB'000 RMB'000
Sales 13 6,333,264 6,690,409
Cost of goods sold 15 (5,538,235) (5,114,195)
Gross profit 795,029 1,576,214
Other gains [net] 14 137,906 125,142
Selling and marketing costs 15 (164,260) (144,419)
Administrative expenses 15 (146,991) (287,241)
Operating profit 621,684 1,269,696
Finance costs 16 (230,504 (64,562)
Profit before income tax 391,180 1,205,134
Income tax expense 17 (70,333) (126,452)
Profit for the period 320,847 1,078,682
Profit attributable to:
Equity holders of the Company 323,448 1,056,163
Minority interests (2,601) 22,519
320,847 1,078,682
Earnings per share for profit attributable
to equity holders of the Company
[expressed in RMB per share)
- basic 18 0.07 0.25
— diluted 18 0.07 0.24
Dividend 19 = 72,140

consolidated interim financial information.

/

The notes on pages 54 to 78 form an infegral part of this condensed
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Condensed Consolidated Interim Statement of Changes in Equity

RZBEtE
+tA—BEhs

AEREF

E=b
BE-TTLF
NA=ZTHIE
FENRPRE
mOERELEDH
BN EHER

ETESRREEMN
R

TiER AR

ERAREEH

RZFFtF+ZA
=+- Bt

RZBENE
tA—Bi&E

RERE R

REMBRADH
RREHE

ENPERREE

BE_TT\FRA
=THLEFES
RER S

MR

ETESRREEMN
Rl

TR R

ERREER

RERHrEE

RZ¥FNE+ZR
=t+-—-BH&E

FSAE78AMMER RS T M B ER

BORERRE -

Balance at 1 July 2007

Profit for the period

Transfer

Final dividend for the year
ended 30 June 2007

Partial disposal of equity interests
in certain subsidiaries to
minority shareholders

Share options granted fo
directors and employees

Exercise of share options

Currency translation differences

Balance at 31 December 2007

Balance at 1 July 2008

Profit for the period

Contribution from minority
shareholders of a subsidiary

Dividend paid to a minority
shareholder

Final dividend for the year
ended 30 June 2008

Repayment of capital fo

a minority shareholder
Share option expense writien back
Share options granted fo

directors and employees
Exercise of share options
Currency translation differences
Cash flow hedge reserve

Balance at 31 December 2008

2008/09 B % 45 #E Interim Report 51
GG E IR EHR
REERZ
Unaudited
FABRGHAAEY

Attributable to equity holders of
the Company

1.3 Hipftth REERH LBRFER
Share Other  Retained  Minority
capital  reserves  earnings interests
ARBTLT ARBTRT ARBTT ARET:E
RMB'000 RMB'000 RMB'000 RMB'000
6,179,161 1,056,189 4,277,584 123,084
- - 1,056,163 22,519

- 37,289 (37,289 -

- - (429,403 -

- - - 1,879

- 103,531 - -

12,606 (2,573 - -

- (4,325 - -
6,191,767 1,190,111 4,867,055 147,482
6,526,986 1,233,201 5,511,315 273,648
- - 323,448 (2,601]

- - - 4,099

- - - (34,920)

- - (151,580 -

- - - (70,021)

- (94,091) - -

- 9,019 - -

948 (136) - -

- (2,569) - (2,090)

- 44,016 - -
6,527,934 1,189,440 5,683,183 168,115

consolidated interim financial information.

&t

Total
AREFT
RMB'000
11,636,018

1,078,682

(429,403

1,879
103,531

10,033
(4,325

12,396,415

13,545,150
320,847
4,099

[34,920]

(151,580

[70,021]
(94,091]

9,019
812
(4,659
44,016

13,568,672

The notes on pages 54 fo 78 form an integral part of this condensed
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EERGESEIRERER
Condensed Consolidated Interim Cash Flow Statement

REEEEZDNRERE
FHERF
BT BIBRIELHE -
FIBHAX
ik
B
FEYGRIERE R S B

BERRERX
BEHRRAEE
HEME - BELREESE

FEAHER X D
RYEEREENELE

EfTASRMIALNTE
REELRMFRL

R

M BBRR H & 7B D
IEPNGIE: S PN

FEMKA
BEELREELRKES

RITRR S EREOE R BX

EEASEHMEERT

FE

FEWE B IRH K
HioEURTIR

R E SRR K
Hib TR

CEXBMARE
B
BB BER
BEAME

BERPMEREFR

Cash flows from operating activities

Profit for the period

Adjustments for:

Income tax expense

Depreciation

Amortisation

Reversal of impairment charged
for receivables

Impairment charged for inventory

Negative goodwill recognised

loss on disposal of property,
p|om and equipment

Share option expense written back

Share options granted fo directors
and employees

Net loss arising from change in fair
value of derivative financial instruments

Finance costs

loss on partial disposal of equity
inferests in cerfain subsidiaries to
minority shareholders

Inferest income

Gain arising from repurchase of
senior nofes

Exchange loss on bank and
cash balance

Operating profit before working

capital changes
Inventories
Trade and other receivables

Trade and other payables

Cash generated from operations

Income tax paid
Receipt of prepaid income tax
Interest paid

Net cash generated from
operating activities

BisE
Note

KREER
Unaudited
BE+=-RA=+—HIt7EAR

Six months ended 31 December

—TT)N\F “ET+F
2008 2007
ARETIT ARETT
RMB'000 RMB'000
320,847 1,078,682
70,333 126,452
305,000 214,682
12,573 11,085
(20,923) -
13,813 -

= (56,840)

1,863 -
(94,091 -
9,019 103,531
2,458 19,750
230,504 64,562
— 1,879

(7,519) (4,138)
(86,024) -
7,721 32,865
765,574 1,592,510
1,455,184 (59,405)
800,451 (861,414)
(520,299) 97,834
2,500,910 769,525
(35,637) 42,490)
55,488 -
(565,673) (251,126)
1,955,088 475,909
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Condensed Consolidated Interim Cash Flow Statement

REER
Unaudited
BE+=-A=+—HIt7<ER

Six months ended 31 December

—EENFE T EF
2008 2007
BiE AREFT ARBTT
Note RMB'000 RMB'000
REREEZDHHRLSRE Cash flows from investing activities
BB A A Acquisition of a subsidsidary,

(fBRFAEHRSE) net of cash acquired - 2
BEME  BWELEE Purchase of property, plant and equipment (2,862,331) (3,511,172)
AT b A Payment for acquisition of land use rights = (110,344]
HENE  BEX Proceeds from disposal of property,

B plant and equipment 1,786 3,337
RBEBEALRARS Cash advances made fo related parties - [12,294)
[mEeES Interest received 7.519 4,138
RERSMBRSFHE Net cash used in investing activities (2,853,026) (3,626,333)

REMEEBHRETE Cash flows from financing activities
[ERFEER Proceeds from borrowings 7,311,375 5,924,080
BEER Repayments of borrowings (6,954,837) (3,425,848)
BWHSEE S Govemnment grants received 51,519 47 856
2 EINE B s B Cash received from termination of

BRFMERE cross currency swap confracts 75,936 -

ENAREESERAARS Dividend paid fo equity holders
of the Company (151,580) (429,403)
ERDBBERR S Dividend paid to a minority shareholder (10,013) -
PEBER BB R Repayment of capital fo a
minority shareholder (70,021) -
T RE AR Exercise of share opfions 812 10,033
LERREE Capital contribution by
minority shareholders 4,099 -
RMELBEHRS R Net cash generated from
financing activities 257,290 2,126,718
RITRB&EHBDFE Net decrease in bank and cash balances (640,648 (1,023,7006)
HRiRT KR 2 Bank and cash balances at
beginning of the period 1,562,873 1,748,224
RITMR S RBHROERLBR Exchange loss on bank
and cash balances (7,721) (32,865)
HIESRIT RN R Bank and cash balances at
end of the period 914,504 691,653

RV EVASS LI YT LR

)

FHpm R o

TER2R

g A

FHM AR

consolidated interim financial information.

The notes on pages 54 to 78 form an integral part of this condensed
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Notes to the Condensed Consolidated Interim Financial Information

1.

—REH

REREEER)BRAR(R
RAIDR=_ZEZERFNA+LEH
REBRE—NN\—FRRIEE
BREAMK I ABEREER A
Ale AR REWB AR AE
B DDEEREREEHE - AQ
AMEMHEEREMLRClarendon
House, 2 Church Street,
Hamilton HM11, Bermuda.

ARANEBBMERZMARA
ARE— LW -

AERGEATHUBENCKE
“ZETZAF AT NBHET

£
EREE

AHEWERES T HBYBER
EREEFBGFERSA[ P HH
BwmE | mE - AEEALRE TR
HBENEEARBERBEM B REE
AT ERAUBREER D REEE
ETENFRA=ZTHLFE
B FE T RR — FBIE -

Wi B

BR T XA E SN - FTER AR & &R
REHE—_FTTNFAA=ZTHL
FENFERBRR(RZEFE
MBsmAAA) PTERABERR -

(a) ATHZEBLAR-_ZZTN
FLtA-—BRENVRFE
BEREMA BEAEAEH

e EHR(EBRMBESEMR
BLZEg®) 2EBF12
5 — IR AT B

gavas

BZEg) 2ESF)
S — &P R BE E S

e FE(BEBRMBMmMERE
3

e FTER(BEBRMBHmERE
BZB8g) 2EF14
- EEGERE
105% — REW@AMEE
ReE REESERRK
M & 10 B B R

1.

GENERAL INFORMATION

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. The Company and its subsidiaries (fogether the “Group”)
are principally engaged in the manufacture and sales of paper.
The address of its registered office is Clarendon House, 2 Church
Street, Hamilton HM11, Bermuda.

The Company has its primary listing on The Stock Exchange of
Hong Kong Limited.

This condensed consolidated interim financial information was

approved for issue on 18 February 2009.

BASIS OF PREPARATION

This condensed consolidated interim financial information for
the six months ended 31 December 2008 has been prepared
in accordance with Hong Kong Accounting Standard (“HKAS”)
34, 'Interim financial reporting’. The condensed consolidated
interim financial information should be read in conjunction with
the annual financial statements for the year ended 30 June
2008, which have been prepared in accordance with Hong
Kong Financial Reporting Standards [“HKFRS").

ACCOUNTING POLICIES

Except as described below, the accounting policies adopted
are consistent with those of the annual financial statements for
the year ended 30 June 2008, as described in those annual
financial statements.

[a)  The following new interprefations and amendment are

mandatory for the first time for the financial year beginning
1 July 2008 but are not currently relevant for the Group.

° HK(IFRIC] = Int 12 - Service Concession Arrangements

o HK(IFRIC) = Int 13 — Customer Loyalty Programmes

o HKI(IFRIC) = Int 14 — HKAS 19 — The Limit on a Defined
Benefit Asset, Minimum Funding Requirements and
their Interaction
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Notes to the Condensed Consolidated Interim Financial Information

3. EEBUR (%)

(a)

UTHBREREFTBERLA
R-ZEZENFLtA-BHAK
MR EERA - 88 ATE
REEER - (8)

s FAREEGF KR FION
(BFT) — &M T A :
REFE-SREEN
BN -

LATE 37 % B I 8 % B9 R T
EEEMET AR -FEN
FLtA-—BRENVRFE
AR BYRERFERA -

s FBABMEUFEIR(KE
BF) —MBHRERN2
H(B-_ZTTNF— A
—HEZEBRABENEFER
HEER) AKEH
H-_FTFAFLA—H
EHRAEEEERE
158 (RBERT) o

o HHEGEAFE23%
(&1EE]) —BHHEA
(BZZEZThFE—A—
Hk 2 %R s/ FE
MAEKR)  AEEHH
—EENFEA—HR
KRB EAE
235 (£ {5 5]) - T8
HreHASENGE
B35 R E K E R E K
2=

s FHREEGFERF2/R
(€ER]) e RE
YHBHER(BEZFE
NFLtA-BXZEHA
wE E IR AR -
AEERBH _TTNF
tA-—BERAERE
S EAE27R(EE
&) e

3. ACCOUNTING POLICIES (Continued)

(a)

(b)

The following new interpretations and amendment are
mandatory for the first time for the financial year beginning
1 July 2008 but are not currently relevant for the Group.

(Continued)

° HKAS 39 (Amendment) — Financial Instruments:
Recognition and Measurement — Reclassification of
financial asses.

The following new standards and amendments to standards
have been issued but are not effective for the financial
year beginning 1 July 2008 and have not been early
adopted.

o HKAS 1

Statements (effective for annual period beginning

(Revised) — Presentation of Financial

on or after 1 January 2009). The Group will apply
HKAS 1 [Revised) from 1 July 2009.

° HKAS 23 (Revised) — Borrowing Costs [effective
for annual period beginning on or after 1 January
2009). The Group will apply HKAS 23 (Revised)
from 1 July 2009, but it is not expected to have
any material impact on the Group's consolidated
financial statements.

° HKAS 27 (Revised) — Consolidated and Separate
Financial Statements (effective for annual period
beginning on or after 1 July 2009). The Group will
apply HKAS 27 (Revised) from 1 July 2009.
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Notes to the Condensed Consolidated Interim Financial Information

3. EEBUR (%)

(b) AT #ER & H &A@ EFT
EEREMEIRR-ZFZEN
FLtA-BRBENTRFE
EX - BY RERERA -
(%)

e FE GG ER EI0R
(1BFT) — @ T A : i
RBRFE - & EREM
BE(BZZZhELA
—HEZRABNEER
HEAER) - AKEKH
—EThAFLA-HE
REBBEFERIESIO
S(ERT) - EFRHATE
HARKE NS WK R
REKREFRERTE -

e EHEBEMBMESERE?2
SR(ERT) — BN
FEBEGREHE(H
—EENF-—H—HBHK
BB FEE IR E
W) REBBEH-T
ThELtA—BRERER
EEMBEREERE?2
SR(EE])  EHEHTE
HAEBWERE ISR
REKNTMEATE o

e FAEMBHMEEAES
B (ERT) —¥B6 6
(BZZEZENFtA—
Bk 2z %0 FE S
MAE®R) - NEBETEH
EH_ZTZTNAFELA—
HREABBVE®RE
HERAFE IR (LEEET) o

s FTREUBHMESEAFES
B-RESM(BEZF
EANF-H—-—BEXZ
BERENFERRE
M) REBKH_-F
ZEAFLtA-HEKRR
BREMBHRELERFES
5 MEBEDESMA
AEEZESR -

(b]

3. ACCOUNTING POLICIES (Continued)

The following new standards and amendments to standards
have been issued but are not effective for the financial year
beginning 1 July 2008 and have not been early adopted.
(Continued)

o HKAS 39 (Amendment) — Financial Instruments:
Recognition and Measurement — Eligible hedged
items (effective for annual period beginning on or
after 1 July 2009). The Group will apply HKAS
39 (Amendment] from 1 July 2009, but it is not
expected to have any material impact on the Group's
consolidated financial statements.

e HKFRS 2 [Amendment) — Share-based Payment Vesting
Conditions and Cancellations (effective for annual
period beginning on or after 1 January 2009).
The Group will apply HKFRS 2 [Amendment) from
1 July 2009, but it is not expected to have any
material impact on the Group’s consolidated financial

statements.

o HKFRS 3 (Revised) — Business Combination (effective
for annual period beginning on or after 1 July 2009).
The Group will apply HKFRS 3 (Revised) from 1 July
2009 prospectively.

e HKFRS 8 — Operating Segments [effective for annual
period beginning on or after 1 January 2009).
The Group will apply HKFRS 8 from 1 July 2009.
The impact is still being assessed in detail by

management.
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3. EEBUR (%)

(c)

AT HaERYEINESR
EEBEMBEIRR-_ZFZEN
FLtA-BRENMBEE
AR BEEANEEER -

BB G ERFI2H
(&) REE G ERI
F1HRUERT) —FAAE
TRIARRBRBE
EMEE(BE=-FZTA
F—A—HKZERAA
WEEHBER) -

ERGBREEDE]
(R —BRERE
BHBRELENRES
i E R E27% — £
AERBYMBHRE K
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X(EBZZEZENFLEA
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ER(BEBEMBERE R
BZEg) REE15
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(BZZEZhF—-—A—
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3. ACCOUNTING POLICIES (Continued)

(c]

The following new interprefations and amendments fo

standards have been issued but are not effective for the

financial year beginning 1 July 2008 and not relevant for

the Group.

HKAS 32 (Amendment) and HKAS 1 (Amendment) —
Puttable Financial Instruments and Obligations Arising
on liquidation (effective for annual period beginning

on or affer 1 January 2009).

HKFRS 1 (Amendment] — Firsttime adoption of HKFRS
and HKAS 27 — Consolidated and Separate Financial
Statements — Cost of an Investment in a Subsidiary,
Jointly Controlled Entity or Associate (effective for
annual period beginning on or after 1 July 2009).

HK(IFRIC) = Int 15 — Agreements for the Construction
of Real Estate (effective for annual period beginning

on or affer 1 January 2009).

HK(IFRIC) — Int 16 — Hedges of a Net Investment
in a Foreign Operation (effective for annual period

beginning on or after 1 October 2008].

HK(IFRIC) = Int 17 — Distributions of non-cash assets
to owners (effective for annual period beginning on

or after 1 July 2009).
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4. EFHX 4. CAPITAL EXPENDITURE
M - BE
i
T fERE Property, plant
Land use rights ~ and equipment
ARETT ARETT
RMB’000 RMB'000
BE_BTtE+-A Six months ended 31 December 2007
=+—H17<EA
—EEtEtA—BH Opening net book amount
MIREFE as at 1 July 2007 Q49,259 13,802,727
EREIRENEL Optimization on consfruction in progress - 115,558
NE Additions 93,454 3,624,624
U BB B B A A Acquisition of a subsidiary 63,130 270
k= Disposals - (3,337)
BiH ERX Amortisation/depreciation charges
(BFEE15) (note 15 (11,085) (218,634)
—EEtE+T=A Closing net book amount as at
=+—HHRREFE 31 December 2007 1,094,758 17,321,208
BE_BT)N\E+-A Six months ended
=+—H17<EA 31 December 2008
—FT)\EtA—BH Opening net book amount
MIREE{E as at 1 July 2008 1,185,424 23,536,557
FREIENEL Optimization on construction in progress - 381,368
NE Additions - 2,565,474
ank== Disposals - (3,649)
ERZER Exchange difference (1,920) (7,809
B ERX Amortisation/depreciation charges
(BFEE1S) (note 15 (12,290) (301,365)
—EENE+ZA Closing net book amount as at
=+— B R REFE 31 December 2008 1,171,214 26,170,576
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5. BREE 5. INTANGIBLE ASSETS

ARETT
RMB'000
BE_TTtE
+=BA=+—B8I17EA Six months ended 31 December 2007
R-TTtELtA—BX Opening and closing net book amount
“ETtF+-A=+—HBHW as at 1 July 2007 and
RERAREIRE 31 December 2007 146,694
BE-TB)\EF
+=BA=+—B8I17<EA Six months ended 31 December 2008
NR-FFNEFETA—BMHEMEREFE  Opening net book amount as at 1 July 2008 238,284
s Amortisation (283)
R-ZTNF+-A=+—8 Closing net book amount as
B EAR AR E at 31 December 2008 238,001
6. BE 6. INVENTORIES
ZETNF ZEENF
+=—BA=+—~H ~NA=+H
31 December 30 June
2008 2008
AREFIT AREFIT
RMB'000 RMB'O00
JR# Raw materials 803,901 1,814,744
X Finished goods 530,690 1,003,732
1,334,591 2,818,476
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FE W B 5 AR 7 & H it B U 7. TRADE AND OTHER RECEIVABLES

7.

™I
—TTN\EF —TTNF
+ZA=+—H ~NA=+H
31 December 30 June
2008 2008
ARETT ARBTT
RMB'000 RMB'000
FRUTFISF 2B S8R . Trade receivables due from:
- = — third parties 1,245,119 1,550,758
—-BHEEAL (HEb) - related parties (nofes (b) & 21(d))
PARPHEE21(d)) 54,957 120,581
1,300,076 1,671,339
B ENEUBRE R less: provision for impairment of receivables (30,024 (50,947)
JEWE FER T Trade receivables — net 1,270,052 1,620,392
B EE Bills receivable 415,620 320,463
SEUNESRE Prepayments 415,266 527,316
HoAt WK IE Other receivables 254,874 384,062
2,355,812 2,852,233
(a) RZZEENF+_A=+— [a)  As at 31 December 2008, the fair value of trade and
B HBRRERER  BK other receivables approximate their carrying amounts after
B 5 R HE Mt fE W RIR H provision for impairment.
ATFEEARmERS °
(b) ZEWKFBEAREER 28 (b)  The amounts due are unsecured, interest free and repayable
RBBREKRKER - on demand.
(c)] REBREFEXTFHEM [c]  The Group's sales to corporate customers are entered into
RIZMEEBRLOR/I0ES0 on credit terms around 30 to 60 days.
E o
(d) RZZEENF+_A=+— (d)  As at 31 December 2008, the ageing analysis of fotal
H BRESEXREEZER trade receivables is as follows:

gwaormT
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7.

FE W B 5 AR 7 & H 1t B U
I (4%)

0z 30H 0-30 days
31£60H 31-60 days
61E90H 61-90 days
#90R Over 90 days

ENAEBESRS  BHRF
B AUERESER R
BT o

ZRERE

R-BENFT_A=+—8"
XREBAEBERAEE MR
EANRTEREENRZER
A K #108,930,000t( = &
ZENFEFRA=ZTH: AR¥
393,175,0007T) °

7. TRADE AND OTHER RECEIVABLES (Continued)

ZEENF ZEENF
+=A=+—8H NA=1H
31 December 30 June
2008 2008
ARETIT AREETIT
RMB’000 RMB'O00
Q61,836 1,139,493
210,477 394,480
85,757 Q7.610
42,006 39,756
1,300,076 1,671,339

There is no concentration of credit risk with respect to trade
receivables as the Group has a large number of customers,
which are widely dispersed within the PRC.

RESTRICTED CASH

Asat 31 December 2008, the restricted cash of RMB 108,930,000
(30 June 2008: RMB393,175,000) has been pledged as

securifies for bank borrowings and bills payable.
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9. =& 9. SHARE CAPITAL
Lk
LiEk HESE
LiEk HEfE  Equivalent
B  Nominal  nomindl
Number of  valueof  valueof — BRAi(E
ordinary ~ ordinary  ordinary Share &3
shares shares shares  premium Total

T AxTr ARETT AREFT ARETR
Shares in thousands ~ HK$'000 ~ RMB'O0O0  RMB'000  RMB'000

BE-FT+LE Six months ended
+=B=+-HiRER 31 December 2007
R-ZE+E+A—BMNEH Balances as at 1 July 2007 4,290,652 429,065 445059 5,734,102 6,179,161
1T EE AR Exercise of share options 3,383 338 328 12,278 12,606
RZETLHF Balances as at
+ZA=t—BR&H% 31 December 2007 4,294,035 429403 445387 5,746,380 6,191,767
BE-TT0E Six months ended
+=R=+—-HL~ER 31 December 2008
R-ZE\E+A—BMEH Balances as at 1 July 2008 4,330,862 433,086 448,822 6,078,164 6,526,986
T ARRE Exercise of share options 1,030 103 91 857 948
RZEENE Balances as at

TZRAZ+—AMER 31 December 2008 4,331,892 433,189 448913 6,079,021 6,527,934
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RFEERERNERE

1TiEEmE
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10. Hith &

10. OTHER RESERVES

Six months ended 31 December 2007

Balances os ot 1 July 2007

Transfer from net profit

Share options granted fo direciors
and employees

Exercise of share opfions

Currency anslafion differences

Bolances as ot 31 December 2007

Six months ended 31 December 2008
Bolances os of 1 July 2008
Share opfion expense witten back
[note 15]a]|
Share opions gronted o directors
and employees
Exercise of share opfions
Currency Hanslafion differences
Cash flow hedge reserve
[note (b))
- Fair value change

- Amount released to set off the impact

of hedged ifems thot cffected
income sfofement

December 2008

Bolances os ot 31

7 & (a)

E_EENFt+_A=+—

B k7

//1; /‘

i

&

F38F44F -

>k
&8 A
>
N

-+

|

35 0 MY

N E N

i

S @S | B
LuﬁHH‘|U>/
e SH
—|—%Tﬂ]

O

s
N©)
o>
2% =

:m

BAMBERERZSF

[
e

(b

AR ERXSY
E B 5P IS B e

= F

— = =

—EJJ:/\1Iﬁ

NEF

» \(,O
(@]
(@]
O
siNTY
I
el
I
i

JJ:E’MSZ%%%E%W%

A E 75,936,0007T °
BeRY P EED HR
I MARRIEBHEENER
TR IR AR RS o s
Hﬁﬁ"?ﬁﬁu?}ﬁ?ﬁmﬂ’]ﬂﬁlﬂlﬁﬁ
TEBEDRRER

R
HERLE
¥REd
Statutory Ben
BRE  reserve Epil
HElRRE and Cash
fmps ETEE  Share enferprise flow
Confributed ~~ Capitl ~ options ~ expansion BE  hedge ait
suplus  reserve reserve und Translafion  reserve Totel
AREFR ARETT ARETT ARBTT ARETR ARETR ARETT
RVMB000  RMB'OOO  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000
(HizElol)
note (a))
660,542 98980 107,554 188,983 530 - 1,056,189
- - - 37,289 - - 37289
- - 103931 - - - 103,931
- - 2573 - - - 2573
- - - - (4329 - 4329
660,542 98980 208512 225872 (3,799] - 1,190,171
660,542 98980 127945 330,159  (16,726] 32,301 1,233,201
= - (94,091) = = - [94,001)
= - 9019 = = - 9019
- - 136 - = - (1%
= = = - 2569 - (2,509
= = = = - 50013 %0013
= = = = - 5997 (5997)
660542 98980 42737 330,159 (19,295 76,317 1,189,440

A summary of the share option schemes and details of the
movement in share options of the Company during the six
months ended 31 December 2008 are set out on pages

38 to 44.

During the six months ended 31December 2008, cross
currency swap confracts were terminated before maturity
with counterparties. Fair value change of approximately
RMBS50,013,000 was resulted during the six months ended
31December 2008 up to the termination date and net
gains of approximately RMB75,936,000 were received
from the termination. The cash flow hedge accounting was
discontinued and cumulative gains existing at the termination
date remained in equity. The gains will be recognised
when the hedged items that previously designated affected
income statement.
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FE 1+ B 5 ik 73k & H it FE 15 11. TRADE AND OTHER PAYABLES
IR

—EENEF —EENEF
+=ZA=+—8H ~NA=+H
31 December 30 June
2008 2008
ARETT AREFT
RMB'000 RMB'000
FERTHETZESERF : Trade payables due fo:
-B=5 — third parties 1,062,762 832,368
—BREAL - related parties (notes [a) & 21(d))
(B&E(a) %2 21(d)) 391,236 1,284,309
1,453,998 2,116,677
ERRE - AT Bills payable, secured 150,000 169,796
REFPEERZS Deposits from customers 302,593 188,448
HAth eI FRIE Other payables 1,071,479 1,160,741
fE B TR Staff welfare benefits payable 46,648 82,793
EFTE R Accrued expenses 118,843 137,377
3,143,561 3,855,832
W REBUSHEE less: Deferred government grants (14,634) (17,039
3,128,927 3,838,793
(o] ZRBREEM 2ERAR [a)  The amounts due are unsecured, interest free and repayable
EREER - upon demand.
bl RZZEBENF+_A=+— (b)  The ageing analysis of trade payables as at 31 December
H BNESIERERRZERDNT 2008 is as follows:
LU
—EENF —EENF
+=—A=+—~” ~NA=+H
31 December 30 June
2008 2008
ARBTFT ARETT
RMB’0O00 RMB'000
0ZE90H 0-90 days 1,379,187 2,039,363
Q1=180H 91-180 days 47,586 41,167
1812365H 181-365 days 18,838 17,149
#365H Over 365 days 8,387 18,998

1,453,998 2,116,677
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12. B 12. BORROWINGS
—ETNF ZEENF
+=—A=+—8H NAZ=Z1H
31 December 30 June
2008 2008
AREFIT AREEF T
RMB'000 RMB'000
FETRED Non-current
—REIRITER — Long-term bank borrowings 9,137,892 6,463,692
—iREBEHER - Syndicated term loans 2,705,075 3,903,005
—BEEE (M b) — Senior notes (note (b)) 1,915,879 2,023,226
13,758,846 12,389,923
MED \ Current
—ﬁiﬁﬂﬁﬁié?%\ — Shortterm bank borrowings 938,467 1,190,768
—RHRITER — Current portion of long-term
BIERER bank borrowings 264,584 64,678
—IREBHER — Current portion of syndicated
BNERER term loans - 240,069
— R HIR & 5 — Shortterm financial bills - 800,000
1,203,051 2,295,515
BWER Total borrowings 14,961,897 14,685,438
(o) REZFNEFHTLT : (@)  Movements of total borrowings are as follows:
AREFT
RMB'000
BE-ETtE+=-A=+—HI7EAH Six months ended 31 December 2007
R_ZTLF+ A —-HONEHR Balances as at 1 July 2007 6,632,009
e E R New borrowings 5,924,080
BEEN Repayments of borrowings (3,425,848)
MEH ZRE Exchange difference (152,228)
RIEBETZ+F+-_A=1+—HWOER Balances as at 31 December 2007 8,978,013
BE-FEFNFE+=-A=+—HI7MEA Six months ended 31 December 2008
R-ZZZTN\FLHA-HOGEH Balances as at 1 July 2008 14,685,438
e ER New borrowings 7,311,375
EEER \ Repayments of borrowings (7,040,861)
BESH BT Amortisation of issue cost 13,904
MEH ZRE Exchange difference (7,959)
RZZEZNF+ A=+ —HBHEH Balances as at 31 December 2008 14,961,897
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12. R (4%)

(b) EBERBNESHWT :

BE—SFtFE+-A=+—HL~EA
R-ZFZLFLA-HR
—EEAFTA=+—HB8EEE

BE-_FE)N\EF+-A=+—HILREA
R-ZTZ\FLA-HNEEE
BOELERE

BIHEITACR

PEH ERE

R-ZEENF+_A=+—HKRHEE

s
T
- >
o
S S

ﬁi%‘B(S,OQAL,OOOTE

(c) E/\ ZENF+=RA=+—
'J«A$EIE’J§JX&$
SEETWBARFTEDE

REEFNERABARK
13,505,647,000t( = &
T/\E/\ﬁ +H: AR

,630,072,0007 ) © #

12. BORROWINGS (Continued)

(b)  Movements of senior notes are as follows:

ARETT
RMB'000
Six months ended 31 December 2007
Carrying amount as at 1 July 2007
and 31 December 2007 -
Six months ended 31 December 2008
Carrying amount as at 1 July 2008 2,023,226
Repurchase of senior notes (111,321)
Amortisation of issue cost 11,324
Exchange difference (7,350)
Carrying amount as at 31 December 2008 1,215,879

Senior notes with principal amount of US$16,250,000
(equivalent to approximately RMB111,321,000) were
repurchased by the Company at discounted prices and
net gains of approximately RMB86,024,000 were
recognised.

[c)  Asat31 December 2008, borrowings of RMB13,505,647,000
(30 June 2008: RMB11,630,072,000) are secured by
assets of the Group and guarantees given by subsidiaries
within the Group which are detailed as follows:

ZZDT
—ETN\F —EENF
+=A=+—H NA=+H
31 December 30 June
2008 2008
ARETIT ARETT
RMB'000 RMB'000
AAREEHETEE Borrowings secured by cerfain assets

TEEIPHER* of the Group* 177,612 485172

MAEEETHERR  Borrowings guaranteed by subsidiaries
REEROER within the Group 13,328,035 11,144,900
13,505,647 11,630,072

U EERAAREENE TY
X BEERBEZRGIRE
EEHER -

*  The above borrowings are secured by certain of the Group's

property, plant and equipment and restricted cash.
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12. B8 (%) 12. BORROWINGS (Continued)
(d) ERFHBEHOT : [d)  The maturity of the borrowings is as follows:

“EEN\E+-R=1+—H
‘ 31 December 2008
PTER REFHER

Bank Syndicated BRRE Bt

borrowings ferm loans Senior nofes Tofal

ARETTT AREFTT ARETT AREFT

RMB'000 RMB'000 RMB'000 RMB'000

—FR Within 1 year 1,203,051 - - 1,203,051
—FEMF Between 1 and 2 years 6,236,980 1,654,355 - 7,891,335
MEZRF Between 2 and 5 years 1,438,850 1,050,720 1,015,879 4,405,449
BRIFERNTEHEE Wholly repayable within 5 years 8,878,881 2,705,075 1,915,879 13,499,835
ARF Over 5 years 1,462,062 - - 1,462,062

10,340,943 2,705,075 1,915,879 14,961,897

RZZENERA=1H
30 June 2008
RITER RHgEs  FEEHER

Bank Shortterm Syndicated BRERE ast
borrowings  financing bills ferm loans Senior nofes Total
ARBTT ARETT ARETT ARBFT ARBTT
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
—ER Within 1 year 1,255,446 800,000 240,069 - 2,295,515
—FERE Between 1 and 2 years 4,304,747 - 547 940 - 4,852,687
MEERF Between 2 and 5 years 1,208,740 - 3,355,065 2,023,226 6,587,031
BARTENEEEE Wholly repayable within 5 years 6,768,933 800,000 4,143,074 2,023,226 13,735,233
BARE Over 5 years 950,205 - - - 950,205
7,719,138 800,000 4,143,074 2,023,226 14,685,438

(e) RZBEENFE+_A=+— le)  The effective interest rates as at 31 December 2008 are

H2EBRNERET : as follows:
ZETN\F+ZA=1—H
31 December 2008
ARE BT e Hith
RMB HK$ Us$ Others
RHFTER Longterm bank borrowings 6.2084% 2.8090% 4.6377% =
REFHER Syndicated term loans = 2.2119% 3.7100% =
BEZR Senior notes = = 9.8750% =
RHRITER Shortterm bank borrowings 6.5692% = 4.5601% 9.2959%
“ZE\FRA=TH
30 June 2008

ARE B e Hith
RMB HK$ Us$ Others
RERTER Longterm bank borrowings 6.9560% 2.8090% 3.8444% -
REFHER Syndicated term loans - 2.7781% 2.9140% -
BEZR Senior nofes - - 7.8750% -
EHRITER Shortterm bank borrowings 6.6038% 5.0307% 5.1636% 4.1944%

EHRES Shortterm financing bills 5.5750%
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12. B (%) 12. BORROWINGS (Continued)

f) #2-TFTNE+-A=+ (fl  The carrying amounts of all the Group's borrowings as at
—B AEEMRBERZE 31 December 2008 are denominated in the following
HAENA Ty EEEE currencies:

ZEENF ZEENF
+=A=+—8H NA=tH
31 December 30 June
2008 2008

ARET T AR®ETIT
RMB’000 RMB'0O00

AR RMB 9,392,178 7,287,615

ETT US Dollars 4,020,985 5,008,815

BT HK Dollars 1,443,469 2,064,992

HEmE® Other currency 105,265 234,016

14,961,897 14,685,438

(g) AEBEHRERZERBB [g) The Group has the following undrawn borrowing
AT : facilities:

ZETNF —ZEENF
+=—A=+—8 ~A=1+A
31 December 30 June
2008 2008
AREFIT AREEF T
RMB’000 RMB'O00

FENFE Floating rate:

—F R E B — expiring within one year 4,547,933 3,518,883
—FREH — expiring beyond one year 792,848 2,347,229

5,340,781 5,866,112
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13. SALES

Sales recognised during the six months ended 31 December

2008 are as follows:

BE+-A=+—HI<EAR

Six months ended 31 December

—EELF

2007
AREF T
RMB'O00

6,546,213
144,196

6,690,409

BE+-A=+—HL~EAR

Six months ended 31 December

—EENF
2008
ARMBTFTT
RMB'000
HEBER Sales of paper 6,217,976
B E AR Sales of pulp 115,288
6,333,264
14. Hihlrzs (7F8H) 14. OTHER GAINS (NET)
—EENF
2008
AREFT
RMB'000
B Transportation fee received 959
5 & BER Sales of scrap materials 64,619
HEE 7 REIR Sales of electricity and coals 8,450
HMEIA Interest income 7,519
RERBEER Net foreign exchange (loss)/gain

FIEH (1BK) e on operatfing activities (16,472)
EHAEHE Negative goodwill recognised -

EITESMIARXTME  Net loss arising from change in fair value of
WEEERFIEL derivative financial instruments (2,458)
IR EAS A EEMIEXR loss arising from termination of swap contracts (10,735)
BREEREESNWE Gain arising from repurchase of senior nofes 86,024

[ D BCR & 7B 1
(R)ESPNCIE: S s S

loss on partial disposal of equity interests in
certain subsidiaries to minority shareholders =

137,906

—EELF

2007
ARET T
RMB'O00

1,065
51,328
11,734
4,138
20,766
56,840
(19,750)

(1,879

125,142
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15, M HE S8R

RRAHERA - HERMGEE
BERMITBRASXOTHTWT

15. EXPENSES BY NATURE

Expenses included in cost of goods sold, selling and marketing

costs and administrative expenses are analysed as follows:

BE+-—A=+—HL~EAR

Six months ended 31 December

BEEEE (M)
o ERE U FER
FORR BRI
ERERTIEF
HORRROFRIR

BB (HfiE@)

P

EFEMARE MR M
(BHERRER)

B

REeEHE
—HimfE A ()
—&F

O SEEH 2 TR
B EHIEKA

P Wi R T Rk S ek [

HApFIX

Depreciafion of fixed assets [note 4]

Less: amount charged fo
other gains — net

amount charged to construction

in progress

Employee benefit expense [note (a))

Changes in finished goods

Raw materials and consumables used

(net of claims)
Transportation
Operating leases
- land use rights (note 4)
- buildings
Non-deductible value added tax
for export sales

Reversal of impairment charge for receivables

Other expenses

(a)

R-_EBEERF+—-—HAT+L
BIRE_ZTNFEKRE

RREREMERENRARE
THEE - AREEFRRH
T=ZHBEREMHMOET
R e NRRBHEZE
A R AN HA R B @ SE AT
BESXMBRZTER
AR BRERIOA
R #%94,091,000T( & =
—EFE+FE+-_A=+—H
ERMEA : &) -

It £ JIES —TT L
2008 2007
AREFL ARBTL
RMB’000 RMB'000
301,365 218,634
(96) (3,903
(10,114 -
201,155 214,731
184,333 419,075
465,660 97,369)
4,540,089 4,567,148
69,004 61,934
12,290 11,085
1,904 1,079
84,512 178,588
(20,923) -
221,462 189,584
5,849,486 5,545,855

Performance conditions are attached to share options
granted on 17 November 2006 under the 2006 Share
Options Scheme. As the direcfors consider that performance
targets attached to the remaining three tranches of the share
options would not be met in future periods, share option
expense of approximately RMB94,091,000 related to
these share options that previously charged to income
statfement was reversed during the six months ended 31
December 2008 (Six months ended 31 December 2007:
Nil).
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16. BHEER

16. FINANCE COSTS

BE+-A=+—HL~EAR

Six months ended 31 December

—ETNF —ETLF

2008 2007

ARBT T AREFT

RMB'000 RMB'000

RITERFE Interest on bank borrowings 504,103 187,818

B BEETMEFE less: interest capitalised (331,541) (17,398

172,562 170,420

FHRARER Bills discount charge 41,108 42,896

HAb B EFKA Other incidental borrowing cost 23,260 3,474

ERAIEE H s Exchange gains on borrowings (429) (152,228)
REMEFH R FE Fair value gain on cash flow hedge

s R R transferred from equity (note 10)
(Fft3E10) (5,997) -
230,504 64,562

RAHE BEEREETIEM
EANERZESMBERZER
et & 8 R6.562% (B = —
EELF T _A=1T—HIERE
A :5.660%) -

17. FifeBif <

The capitalisation rate applied to funds borrowed generally
and used for the development of construction in progress is
approximately 6.562% for the six months ended 31 December
2008 (Six months ended 31 December 2007: 5.660%).

17. INCOME TAX EXPENSE

BE+-A=+—HL~EAR

Six months ended 31 December

—ETT)\F —TTLF
2008 2007
ARBT T AREFT
RMB’0O00 RMB'000

BVEAT 18 Current tax
—BBNEH - Hong Kong profits tax - -
— BTSN — PRC enferprise income fax 14,512 68,111
14,512 68,111
RIEFT1S TR Deferred income tax 55,821 58,341
70,333 126,452
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17. INCOME TAX EXPENSE (Continued)

17.

18.

FrRHB (4)

HRAEERAREHLBEMNE
AHEHERBEAME - BT R
REANSHAREE FED
EFT1S BTy A A BRI fh 5t FE AR B
iR oo T D = Nl NI R

L EH -
BixEF

—-&XF

% 2 A5 BRI J0 A A B3RS A A A

EERAAREBABRABRET
BB MNEFSHTE -

>t

18.

Hong Kong profits tax has not been provided as the Group did
not have any assessable profits during the six months ended 31
December 2008. 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.

EARNINGS PER SHARE
- 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.

BE=E+-A=+—HLREAR

Six months ended 31 December

—EENF —ERAF
2008 2007
RRATERFFE ARG Profit attributable to equity holders
&R (AREFIT) of the Company (RMB'000) 323,448 1,056,163
BEITEBEREEMINE  Weighted average number of ordinary
IR (FRRED shares in issue [shares in thousands) 4,330,970 4,291,792
BIRERZF] Basic earnings per share
(FRARE) (RMB per share) 0.07 0.25

— g

BREERNBRERMAA A E#EN
BEELBBRME KRR REE®
TEBROMEFDRARGTHE -
ARBBAEENECELERRA
BhE BRERBATERK
RFFMHMRBENEEEE B
ERRFE(BEERARARNR
AR F BT (E ) 7] BB A K B {0
2R BUESAFENRDHK
B EERRERETEMRED %
TR BB LR -

— Diluted

Diluted earnings per share is calculated by adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The dilutive
potential ordinary shares of the Company are share options.
For the share options, a calculation is done to determine the
number of shares that could have been acquired at fair value
(defermined as the average market share price of the Company'’s
shares during the period) based on the monetary value of the
subscription rights attached fo outstanding share options. The
number of shares calculated as above is compared with the
number of shares that would have been issued assuming the
exercise of the share options.
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18. BRREF (4) 18. EARNINGS PER SHARE (Continued)
B (47) Diluted (Continued)

B8E=E+-HA=+—HIL~EA

Six months ended 31 December

—ZETNF —ZERLF
2008 2007
RAElE=FEA Profit attributable to equity holders
EhEF (AREFIT) of the Company (RMB'000) 323,448 1,056,163
BT E BARE g Weighted average number of ordinary
g (FReED shares in issue (shares in thousands) 4,330,970 4,291,792
AR R Adjustments for share options
(FHEH) (shares in thousands) 7,626 135,490
AEEREERMN LMK Weighted average number of ordinary
B N 7 19 AR 2K shares for diluted earnings per share
(FR&EH) (shares in thousands) 4,338,596 4,427,282
BlEE R (BIRARE)  Diluted earnings per share (RMB per share) 0.07 0.24
19. &2 19. DIVIDEND

B#E+-A=+—HL~EAR

Six months ended 31 December

“TTNF —EELF
2008 2007
ARMF7E AR¥FTE
RMB'000 RMB'000

FREARR S (M EE(b) Interim dividend (note (b)) - 72,140
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19. BRB (4%)

(a)

(b)

KRR _ZBEENE + —
AZ+tRHA2THBRRA
FAE LT IR20084F
RKEREFBRARESS0
2(2007F B K H B B -
ARBI10.00% ) & &4
A R #151,580,0007T
(2007F RHARE + AR
429 065,0007T) * ZEWE
ERBE_ZEENF+_A=
+—BIENEARZA -

E=xgUdTEHAMNAHBEIK
ZHRHRE  AAFREHE
VEBEBRE_TTLFE+Z
A=+—BLEXREAZ+H
REBRARK! .80 &
HARBL72,140,0007T °

20. ik
(o) EXFKIE

R-BENF+=A=+—
ARAEBEREEHEAR
BT :

19. DIVIDEND (Continued)

(a)

(b

A 2008 final dividend of RMB3.50 cents (2007 final:
RMB10.00 cents) per ordinary share, totaling approximately
RMB151,580,000 (2007 final: RMB429,065,000) has
been declared in the Company's Annual General Meeting
on 27 November 2008 and paid in the six months ended
31 December 2008.

The Board does not recommend the payment of an interim
dividend for the six months ended 31 December 2008.
An inferim dividend for the six months ended 31 December
2007 of RMB1.68 cents per ordinary share, fotaling
approximately RMB72,140,000 has been approved and
paid.

20. COMMITMENTS

(a) Capital commitments

Capital expenditure committed as at 31 December 2008
but not yet incurred is as follows:

ZEENF ZEENF
+=—A=+—8 ~A=+H
31 December 30 June
2008 2008
ARETFIT ARBTT
RMB'000 RMB'000
BERTHMEREHE Contracted but not provided for:
—W% - WEREE — Property, plant and equipment 2,480,645 4,514,218
BEERERRATY Authorised but not contracted for:
—W% - B N&RE — Property, plant and equipment 1,492,819 835,494
3,973,464 5,349,712
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20. &IE (%) 20. COMMITMENTS (Continued)
(b) EBHERE-XE (b) Operating lease commitments — where the
BEREA Group is the lessee
BRETARELERHEX N The future aggregate minimum lease payments under non-
MARKRKEZLZBESWAT : cancellable operating leases are as follows:
—FFENF —EEN\F
+=A=+—8H RNAZ=+H
31 December 30 June
2008 2008
ARETIT ARETTT
RMB'0O00 RMB’000
T KR Lland and buildings
—FER—%F - Not later than one year 529 Q86
—ZR—FEE — Later than one year but not later than
AFNR five years 2,117 2,125
—hF% — Later than five years 20,427 20,721
23,073 23,832
21. ARAEANLTRS 21. RELATED PARTY TRANSACTIONS
(o) AEAZEALTZBERERZ (a) Name and relationship with related parties
H"E 2152
Name Relationship
EEFREARAR(EETRE]) RRAREEFRALTESERNAF
America Chung Nam Inc. ("ACN") Company beneficially owned

by Ms. Cheung Yan, a director of the Company.

REBK(AR)ERAR(TAREE]) RAREERARELERERHAA
Nine Dragons Packaging (Taicang] Company beneficially owned by

Company Limited (“Taicang Packaging”) Mr. Zhang Chengfei, a director of the Company.
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21. BRAEANLTR S (4) 21. RELATED PARTY TRANSACTIONS (Continued)
(b) HERMEANLTETZ (b) Transactions with related parties

X5

BE-_TEAF+=A=+
~BIEABEARN AEEY
BEMBEATHETATEA
%5  BREMBALEAZ
BEXHNEEREKER
RETT R R e TR

During the six months ended 31 December 2008, the
Group had the following significant fransactions 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 as with non-related parties:

HIEFAEALERR
BE+-A=+—HL*ER
Six months ended 31 December
—TENEF —TETAF
2008 2007
ARETT ARETTT
RMB'000 RMB'000
HEEM Sales of goods:
- KEBEK — Taicang Packaging 30,489 39,718
HERR Sales of utilifies:
—XEBE — Taicang Packaging 4,587 2,751
R (BHEERESE):  Purchase of recovered paper [net of claims):
—XEdE - ACN 1,697,760 1,839,850
- XEBE — Taicang Packaging 4,016 4,003
1,701,776 1,843,853
BEELOZHKEE Agent fee of direct export sales:
—XEdE - ACN = 4,556
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21. BREANLRS (1) 21. RELATED PARTY TRANSACTIONS (Confinved)
(c) EEEEEFHMN (c) Key management compensation

BE+-A=t+—HIL*EAR

Six months ended 31 December

—ETNF —TTLF
2008 2007
ARETT ARBFT
RMB'000 RMB'000
e Salaries 19,943 16,813
RIS E A Termination benefits - 3,625
R Share options 7,700 102,426
BN D Share option expense writien back (94,091) -
(66,448 122,864
(d) BRAEANLTZHEER (d) Balances with related parties
—EEN\EF —TTNF
+ZA=+—H ~A=TH
31 December 30 June
2008 2008
ARETFT ARETFTT
RMB'000 RMB'000
W THEH 2B B+ Trade balances due from:
BBREAL Related parties:
- REBE - Taicang Packaging 54,957 120,581
JER T B A 2B 548 © Trade balances due fo:
BREAL Related parties:
—XBHE - ACN 390,339 1,279,040
- KEBE — Toicang Packaging 897 5,269
391,236 1,284,309
HAMEBEALZHERZIGEN  F2HW For terms of balances with related parties, please refer to notes 7(b)

FA7(b) K1 1(a) e

& 11{al.
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22. EHBEEIA 22. SUBSEQUENT EVENT

RZZEZRF_RAAB - AQA On 9 February 2009, the Company commenced a tender offer to
ERKRBEYN RASHEER purchase for cash any and all of its outstanding senior notes due
ER-_ZE—=Ff"WA=-+AhAF on 29 April 2013 at a discounted price. Based on the tender
HHEMEE2HMELER - RE offer, its fender expiration and setflement dates are 9 March
WE2KH HEBOEMBE REE 2009 and 12 March 2009 (New York City time) respectively.
HRRR_ZEZAF=ANLBR For details, please refer to the Company's announcement dated
—EENF=ZRART+ZH(AAOK 9 February 2009.

M) BRAFRE  F2EAQAR
—EENF_ANBHRM -



MEEAL 2 (1208 ) B PR A 7 NINE DRAGONS PAPER (HOLDINGS) LIMITED

2008/09 B % 45 # 5 Interim Report /79

REH R R A RER

Investor Relations and Communications with Shareholders

SEEBZEERRBEREERTA
B AR EEHRRNEBER
REREE - TERBRALASEZTED
AR o

BT EBFRMFRERSERTHEEIN
& B 5E B33 B N B A8 uh N 1R B8 2 4 T
o AERREEAT NSRS ABRN
A oo RAEEERER2EAR
BROREFTERONEARZRERE
G MBIRAMEKREEMERR
ANEBERETBER -

SERFERBEREENARONES
BEZCRAACHNERETHRE - 5
Sy REARLRHDTEMESKELZE
EEEN AR MEARRERE
TEMAEER 7RO -

SENREEBREBHNPEREELR
AMBERMER  YFAREREEY
RAMER - BUHFRFEREENTEHE
B BRI EABB2SRK A N E KT
THIBREEAAERETOITRSE

RZZEZENF+_A=+—H K&H
HEBL, B60RIEHBRR -

“EEAMBEE R-TETN
hHRE kYN

The Group communicates with investors through diversified
communication channels to strengthen the understanding of investors
on the Company’s business development, operating strategies, as well
as to provide them with indusiry updates and outlook.

Apart from the release of annual report and interim report each year, the
Group regularly releases press releases through the company website
and media fo ensure investors can acquire fimely corporate updates.
In addition, the management of the Company partficipates actively in
the regional and global investor conferences organized by investment
banks and securities brokers to explain the business development and
financials of the Company to overseas and domestic investors.

The Group frequently organizes conference calls or meetfings with
institutional investors and research analysts to maintain close contact.
Besides, the Group also organizes plant tours for analysts and fund
managers fo enhance their understanding of the business operation
and production procedures of the Company.

The Investor Relations Department of the Group adopts an interactive
approach with investors by collecting their opinions and suggestions
about the Company and giving defailed answers to enquiries.
Currently, more than 25 local and international research insfitutions
have published reports on ND Paper.

As at 31 December 2008, the Group had over 4,860 non-institutional

shareholders.

FY2009 interim results Announcement published on

18 February 2009
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REAENRND AR ER EWORN

K% - 2689 .HK) -

REERES TR HRM DK -
BAEGZRE BRI

EETERB(RZFENF
tZA=+-H):

fE

BFEEEM

4,331,892,0990k i {7

BRO.1ET
1,000/ & 3

The Shares of ND Paper are listed on the Main Board of the Stock
Exchange (Stock Code: 2689 .HK).

ND Paper is a constituent of the following index:
Hang Seng Composite Index Series

Issued Shares as at 31 4,331,892,099 Shares
December 2008:

Nominal Value:

Board Lot

HK$0.1 per Share
1,000 Shares
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ARARZZTER
F_A+t-BEHZ
BB AR M T &

EBEFBEERA
Al —HKBREXHE
A A8 FE 3R MK 2
KL BRRAA -
HEXETHEEE2E
wA

Best Result Holdings
Limited » RIFEE K
BHEIRAZIMAKL
WARE - BRARA
WEERR

ARREEE
REBRLES

REMEH LA
A

NEBE(ER)AE
RAR*  —ZETRF
NA+tBERBERE
BE—NN\—FQF
SRR Ak S Ay E
% B R R A

KRB EFHEM
HP—RE=S

BEANA=1HI
RFEE

ARRRENB R
5

BREEEBET

EEMEREHMA
- /NE]

REARANBEE
AR E

2006 Share
Option Scheme

ACN

Best Result

Board
BVI

Bye-laws

Company or ND
Holdings or ND Paper

Director(s)

FY

Group

HKD/HK$

HKSE or Stock Exchange

Hong Kong or
Hong Kong SAR

Definition
the share option scheme adopted by the
Company on 12 February 2006

America Chung Nam, Inc., a corporation
established with limited liability under
the laws of the State of California in the
United States, is indirectly wholly owned

by Ms. Cheung

Best Result Holdings Limited, a company
incorporated under the laws of BVI, is a
substantial shareholder of the Company

The board of directors of the Company
the British Virgin Islands

the byelaws of ND Holdings

Nine Dragons Paper (Holdings) Limited,
a company which was incorporated in
Bermuda on 17 August 2005 under the

Companies Act 1981 as an exempt
company with limited liability

the director(s) of the Company or any
one of them

Financial year ended/ending 30 June
The Company and ifs subsidiaries

Hong Kong dollars

The Stock Exchange of Hong Kong
Limited

The Hong Kong Special Administrative
Region of the People’s Republic of or
HKSAR China
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[BYIFATT $8
5%

[EmRA $8

[MCL Lliving 18
Trust ]

MEESFAI] 48

M85 4] B
[ 3R St & | tc
R 20+ ] 15

[ A H e Ec

[ AR e

[EHAfER  f8

Rt &l

AR ] B

M%7t ¥

BUFATES

BRXHES TR
A

BAEEUNER
TAED KRRk
B ENUETEAR
HFRIfEE A S D
Bank of The West
IEFE A& DKL
B & AT EFE © 57
HRABIELE

FHARNEERS
BERPNBET
A

BEzPiE - AR
FMITESR B X
[T AE L

RARRELE - AR
AMITEFRETT
AR,

RARXL ARA
HWTEERESFR

HE_ZZNFT
“A=Z=+—H1tz2
7~ & A

AEBERKOR
oo Bl — SR iE
MEEAERENSE
—BERK

KAFTHZIEEN
F—H—BREREMND
AT AR R AT B

TEEAEEBAR

XBEZAERE®ET

INED(s)

Listing Rules

MCL living Trust

Model Code

Mr. Liu

Mr. Zhang

Ms. Cheung

Period

PM

Pre-Listing Share Option
Scheme

RMB

USD/US$

Independent Non-executive Director(s)

the Rules Governing the Listing of Securities
on the Stock Exchange

a living trust set up by Mr. Liu as the
setflor and Ms. Cheung and M. Liv as
the trustees and the special frustees and
Bank of The West as the trustee. The
object of the trust is Mr. Liu

Model Code for Securities Transactions
by Directors of Listed Issuers

Mr. Liu Ming Chung, an executive Director,
the Deputy Chairman and the Chief
Executive Officer of the Company

Mr. Zhang Cheng Fei, an executive
Director and the Deputy Chief Executive
Officer of the Company

Ms. Cheung Yan, an executive Director
and the Chairlady of the Company

for the six months ended 31 December

2008

a prefix referring to the Group's paper
machines. For exomp|e, PM1 refers to
the Group's first paper machine

the Pre-listing Share Option Scheme
adopted by the Company with effect from
1 January 2006

Renminbi, the lawful currency of the

PRC

US dollars
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ARFARETRA
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T R
ARABBFHE A
FHR

F K

BFEUAMBAENE

4k,
BE

Ao

SFC

SFO

Share(s)

Shareholder(s)

sq.ft

sg.m

tpa

%
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Definition

Securities and Futures Commission
Securities and Futures Ordinance

Ordinary share(s) of HK$0. 10 each in the
issued share capital of the Company
holder(s) of Shares of the Company
square feet

square metre

fonnes per annum

per cent
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[RRR&] $8
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[ 4 Ec

[RIRFT R 5

(HEFRAE] &

—EaRkE - HEH
—EARRBHNER
M - & m E R E
BE BREMHK
J& B R 4

AERERE EME
B AR A - AR
FREITEBRRFRE
K LRSS - IRl
BRE2HARA

FAEBLRK R 4R 8
B ROR BUEB 9 P A
H AR AR

PR B BB R EOA S
MEBLE AR
XY AN 8% o B BR BB
HEZRE2HER
BE 22 RE
% B REARRR
M E R TR
(RB) B /B
EECEmE AR
AREFHAREE -
HEoABHOARE
ZEHME KT
EEKD)

AEHE S BP ) K AR
SR = R R AR

DHRKENERR
K EMEIR - A fER
A 1E B A R IR

A K Ph B AR SRR Y
R

m—EEEARA
BEBEAEEAE
475 ) % B LR

coated duplex board

containerboard

corrugating medium

kraft pulp

kraftlinerboard

recovered paper

testlinerboard

white top linerboard

a fype of duplex board with a
glossy coated surface on one side
for superior printability, including
coated duplex board with grey
back

the paperboard components
used to manufacture corrugated
contfainers.  Containerboard
primarily includes linerboard and
corrugating medium and can also
include coated duplex board

a paperboard used to form the
corrugated or fluted component
sandwiched  between  the
linerboard

pulp produced by the kraft or
sulphate chemical process. The
kraft process is the predominant
chemical pulping process used
globally, and involves cooking
[digesting] wood chips in an
alkaline solution for several hours
during which time the chemicals
attack the lignin in the wood. The
dissolved lignin is later removed
leaving behind the cellulose fibers
[the primary constituent of pulp)

a high grade of linerboard
manufactured wholly or partially
from kraft pu|p

used paper and board separately
collected for re-use as fiber
raw material in containerboard
manufacture

linerboard made entfirely from
recovered paper

a type of linerboard comprising
a multiple-ply sheet composed
of one bleached layer with the
remaining layer(s) unbleached
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