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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” brand.
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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 requires a white surface for appearance or
superior printability. The Group markets this product under the “Nine
Dragons” brand.
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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 Dragons” brand.
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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 requires 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” brand.
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Net changes 2007 2006
HER Sales +44.2% 6,690.4 4,638.5
BT ESE AT Earnings before interest, taxes,

(EBITDA) depreciation and amortisation (EBITDA) +24.3% 1,597.3 1,285.0
B 7% A1 & FI(EBIT) Earnings before interest and tax (EBIT) +23.7% 1,371.5 1,109.1
PR 45 M) 7 Profit attributable to equity holders

of the Company +11.4% 1,056.2 948.1
SRMEEHA BN X EBITDA margin -3.8E 0% 23.9 27.7
EM = Gross profit margin 2ABEDE 23.6 26.0
REREX Operating profit margin 508 D& 19.0 24.0
% = Net profit margin -4.6A D2 15.8 20.4
P e e Rate of return on equity -53E0E 17.2 22.5
EHRER K= Rate of return on capital employed 52BN E 10.6 15.8
REBHMERSEHE Net cash generated from operating activities -46.2% 475.9 885.3
BEARXZB &R Cash outflow for capital expenditures +31.4% 3,621.5 2,755.2
HARIRIT R & 88 Bank and cash balances at end of the period -18.5% 691.7 848.4
BN K (fF) Current ratio (times) SN 1.2 1.3
RELLE(fF) Quick ratio (times) -0.11% 0.9 1.0
FERABX(H) Inventory turnover (days) +10H 56 46
EW R AEX(R) Trade receivable turnover (days) +18H 60 42
R ERFAEE(H) Trade payable turnover (days) -9AH 37 46
BB R E%) Gearing ratio (%) +5.98 0% 37.6 31.7
FEE BRI E(%) Net borrowings to equity ratio (%) +17.8E D2 65.5 47.7
BB AT b & () Interest coverage (times) -6.71% 9.6 16.3
BRABM-—EX Earnings per share — basic +29 25 23
BRPHER Interim dividend per share +0.08% 1.68 1.60
ERTROHBE (BER) Number of issued shares (million) +144.0 4,294.0 4,150.0
mEARERET) Market capitalisation (RMB million) +29,068.0 84,678.0 55,610.0
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The formula used for the calculation of ratios is consistent with that applied in
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the annual report for the year ended 30 June 2007. The six months results of the
Group are annualized for the calculation of ratios.

2 BETTELFR-FTRFT_A=1— 2
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As at December 2007 and 2006.
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Dear Shareholders,

| am delighted to present to you the interim report of ND Paper
for the six months ended 31 December 2007. The period under
review continued to see growths in our revenue and profit versus
the corresponding period of last financial year. Against a backdrop
of a constantly changing operating environment, we established a
well balanced strategic blueprint for development of our packaging
paperboard production business covering major manufacturing
centers in China. This secured our unmatched leading position in the
industry facilitating our expansion and diversified development for
the future. We enlarged our scale of operation progressively through
extending our geographical reach, expanding our product range
and identifying upstream exploration of resources. As we expanded
our annual designed production capacity, reaching 5.35 million
tpa by the end of 2007, our economies of scale were improved.
Our long term value growth momentum and cost competitiveness
were strengthened. Our position as the largest packaging paper
manufacturer in Asia was firmly established.

During the period under review the Group achieved encouraging
results with total revenue and gross profit grew 44.2% and 30.9%
year-on-year respectively to RMB 6,690 million and RMB 1,576
million. Net profit attributable to equity holders of the Company was
RMB 1,056 million, up 11.4% from a year ago. Earnings per share
were RMB 0.25, up 8.7% from the same period last year. The Board
of Directors proposed payment of an interim dividend of RMB1.68
cents per share, accounting for 6.7% of the attributable profit for the
period.

As the industry leader, ND Paper always stays close to the minute-
to-minute changes in the operating environment and the pulses
of the market. We maintain close scrutiny to factors including
demand-supply dynamics, diversified needs of customers, supply
and price trends of raw materials in the global market, and new
government policies. We maintain excellent communication with
industry participants and relevant government departments. We
take proactive measures in response to anticipated changes in the
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operating environment. These efforts enable us to fully capitalize on
market opportunities not only for our own benefit, but for driving
the development of the industry as a whole.

(1) Expanding containerboard production capacity

Marketing research by RISI suggests that the overall demand
for containerboard will continue its strong double-digit growth
due to the buoyant domestic market in China. Meanwhile,
healthy growth is also seen in the overall supply. The PRC
Government policies encourage industry participants to invest
in new capacities of 300,000 tpa or higher, and target at
speeding up the elimination of small capacities. Under such
policies, major manufacturers can expand their capacities
according to government rules and market situation. Small
manufacturers, nonetheless, are gradually eliminated due
to inferior production technologies and lack of capital. They
are also facing intensifying competition, tightening supply
of recovered paper and increasing statutory requirements
on environmental protection. As a result, the newly added
large-scale capacities are well-timed to absorb market shares
released by the closure of small-scale capacities. The market
therefore attains parallel growth in supply and demand,
cultivating a more orderly overall operating environment in
favour of major manufacturers.

Capitalizing on the growing demand for containerboard and
industry consolidation, we initiated our plan to expand our
capacities at a very early stage for building our economies
of scale and strengthening our cost-competitiveness. ND
Paper will continue its capital expenditure plans. In addition
to increasing the capacities in the Dongguan and Taicang
bases, we are also building new paper machines and ancillary
infrastructural facilities in the Chongqging and Tianjin bases.
We target to grow our overall packaging paperboard annual
production capacity to 7.75 million tpa in June 2008 and
10.55 million tpa in 2009. By June 2008, we expect to become
the world’s largest packaging paperboard manufacturer.
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(2) Broadening product range to include high value

categories

ND Paper has long been offering a comprehensive product
range in three major categories of packaging paper products
— linerboard (kraftlinerboard, testlinerboard and white top
linerboard), high performance corrugating medium and
coated duplex board. This offering provides customers with
a wide array of choices accommodating their specific needs.
Responding to new requirements evolved in the market,
including the “3R” principles — Reduce, Reuse, Recycle, we
plan to launch light weight high performance corrugating
medium and light weight linerboard products in China in a
move that will make us a pioneer in introducing this product
category into the country. We shall launch our light weight
high performance corrugating medium products in 2008.
This move will broaden our product range and help us gain a
foothold in the high value market.

We forecast the containerboard market to progress gradually
from a rapid-growth phase into a stable-growth phase. In
order to sustain our high growth in the long term, other than
pursuing diversification within the containerboard segment,
we are also exploring into other high value products and
broadening our scope of operations to boost our profitability
and value growth momentum going forward.

We are expanding into high value specialty paper production
through acquisition into high value specialty paper, and wood
pulp and bamboo pulp projects in Sichuan to pursue the
production of electric insulating paper and capacitor tissue
paper. The current annual designed production capacities
of this new Sichuan base for specialty paper, wood pulp and
bamboo pulp are 15,000 tpa and 26,000 tpa respectively.
It currently commands an approximately 50% share in the
relevant specialty paper market in China. Leveraging our
leading position in the paper manufacturing industry, we
have been able to win support from the local governments to
acquire these projects in favourable terms. We plan to invest
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up to RMB1.6 billion within the next two and a half years to
boost the annual designed production capacities to 50,000
tpa of high value specialty paper (primarily in the production
of electric insulating paper and capacitor tissue paper) and
150,000 tpa of wood pulp and bamboo pulp. These new
capacities are scheduled to commence production by 2010.
As this capacity expansion plan has already been approved by
the government, the development timeframe will be much
shorter than if initiated from scratch. Upon completion of this
expansion drive, our share in this particular specialty paper
market segment in China is expected to be boosted to 70%.
The wood pulp and bamboo pulp output will be supporting
self needs of paper manufacturing in the Sichuan projects,
while extra capacities will be deployed to serve our Chongging
and Taicang bases.

We see strong potential in liquid packaging paper products
in China because demand is mostly met by imports at the
moment. This product category commands prices at higher
levels - on average double the prices of ordinary packaging
paperboard. The Group has earmarked an initial investment
of RMB1.4 billion to build in the Taicang base a paper
machine for this purpose. This new machine will be able to
produce a wide range of products in this category, including
aseptic and non-aseptic liquid packaging board, other coated
packaging board, food packaging board, cup stock and
other high end packaging paper. This machine will have an
initial annual production capacity of 520,000 tpa planned for
production commencement in 2010. As ND Paper is already
capable of meeting the technological standards required
for production of coated duplex board, the Group is fully
eligible in manufacturing of non-aseptic and aseptic liquid
packaging board products and to meet the very stringent
hygienic requirements in the production process. This move
of introducing into China production of high-end liquid
packaging board products reinforces the Group’s insight and
capability as a leading industry participant.
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(3) Building a fully-integrated enterprise

Recovered paper and pulp constitute the mainstay of ND
Paper’s pool of raw materials. The continuing increase in
recovered paper prices has inevitably inflicted pressure on
the Group’s costs. Nonetheless, owing to ND Paper’s leading
position in the industry, one-stop offering of a full range of
products, reliable product quality and excellent after-sale
services, the Group has amassed stronger bargaining power
than its peers. We are able to pass on effects of rising recovered
paper costs in most products to customers. In order to stabilize
our recovered paper costs to support our long term growth,
we plan to source high quality recovered paper from a wider
array of geographical locations globally (including the US,
Europe, Australia and Japan, etc.) through suppliers which can
provide stable recovered paper supplies, especially America
Chung Nam, Inc. We shall also increase the proportion of high
quality recovered paper procured from the domestic market in
China in an effort to mitigate risks associated with the volatile
import prices, and to speed up the closing of small paper mills.

ND Paper aspires to diversify into upstream and resource
business to support its current expansion pace, broadening
of its product range and ultimately build a fully-integrated
enterprise from forestry, pulp to paper. The Group's strategy is
to secure stable supplies of pulp at competitive costs through
its participation in pulp production and securing appropriate
forestry resources via a multitude of different projects.

On top of the ongoing expansion of our joint venture in
Inner Mongolia, we are examining a number of pulp projects
sourced from the domestic market, Asia and the international
market. These include negotiations with selected international
conglomerates on pulp manufacturing and resource projects.
These conglomerates have long operating histories and are
in control of ample forestry resources, advanced plantation
technologies and sound financial and operation track records.
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We are taking a prudent stance in pursuing opportunities
of establishing joint ventures with them in non-controlling
shareholding capacities, building close alliance relationships
with these partners. Such an approach can secure better
chances of success in the pulp projects, accesses to significant
forestry resources and more efficient use of our capital. We
shall source pulp from joint venture companies and alliance
partners under favourable terms. Leveraging ND Paper’s
strong network of its four production bases in China, rich
land reserve, talent pool and strong logistics support, we
can help alliance partners distribute pulp to domestic paper
manufacturers, jointly develop high value paper product
projects and foster closer relationships with them. We also
actively identify in Asia appropriate pulp projects backed by
adequate forestry resources nearby. These projects will be able
to offer us convenient accesses to pulp supplies to support our
paper production bases. Consistent with ND Paper’s prudent
investment strategies, we shall decide on our initial investment
scale in accordance with our financial resources and position.
We shall decide on our subsequent deployment of additional
capital stage-by-stage according to the progresses in these
projects.

Comprehensive and balanced geographical coverage
to meet diverse needs in different parts of China

As the country’s leading paper manufacturer, ND Paper still
derives most of its business from China which provides us
with tremendous opportunities. We have accomplished a well
balanced strategic matrix for development of our packaging
paperboard manufacturing business. We have extended
geographical reach to cover containerboard demand from
different industries in various parts of the country. This
coverage helps us mitigate risks, meet the escalating demand
in the domestic market while reducing our dependence on
exports.

In addition to Dongguan and Taicang, ND Paper has
established its third base in Chongqing, the manufacturing
hub in central-western China. Construction of paper machines
and ancillary facilities in the Chongqing base has been
progressing smoothly, enabling this new base to commence
production in mid-2008 as scheduled. The initial capacity
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will aggregate 800,000 tpa, represented by two paper
machines including one for high-end kraftlinerboard and one
for high performance corrugating medium. Furthermore,
we have finalized our plans for building our 4th production
base in Tianjin, the centre of the Bohai Bay Economic
Belt being heavily promoted by the State. Foundation
work and infrastructure preparation are now in progress.
Commencement of operations is planned for 2009, with an
initial capacity of 800,000 tpa comprising a paper machine for
450,000 tpa of high-end kraftlinerboard and a paper machine
for 350,000 tpa of high performance corrugating medium.
With an initial scale of 800,000 tpa in each of these bases and a
product offer covering the two main categories, the new bases
will be able to meet the one-stop requirements of customers.
More importantly, they will be able to generate reasonable
returns at a very early stage of operation.

Furthermore, in March 2008 we have announced the plan
to invest in a paper mill in Vietnam, so as to expedite our
entry into the ASEAN markets including Vietnam, Laos and
Cambodia.

A Responsible Corporate Citizen

As a responsible corporate citizen, ND Paper has been
highly vigilant on issues of fair competition, environmental
protection, and staff training and development. We are
putting in place a long term development strategy that puts
the interests of investors, the environment, customers and staff
top in our priorities. We are paving our way towards becoming
the world’s leading fully-integrated paper manufacturer from
forestry to paper.

We are in full support of the Paper Industry Development
Policy stipulated by the PRC Government in 2007. This policy
promulgates open market competition and maintenance
of market order to avoid monopolistic behaviour. These
principles are in line with our beliefs in fair competition and
compliance. ND Paper initiated at a very early stage a strategy
that matches growth in demand to supply in the market.
We have received approvals for all new projects till 2009. In
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addition, we are actively broadening our product range to
reduce our dependence on a single category, so we shall not
be affected by the market share cap (35%) in single product
categories required by the Paper Industry Development Policy.

Despite our ongoing business development, ND Paper spares
no effort in adhering strictly to environmental protection
principles. We strive to stay close to our philosophy of
“No environment, no paper”. In light of the government’s
commitment on environmental protection as promulgated
in the Paper Industry Development Policy, we shall observe
strictly the highest environmental protection standards
through deployment of environment-friendly production
facilities, technologies and production processes. These,
when intertwining into our corporate culture advocating
environmental protection, allow us to not just meet but
exceed statutory environmental protection standards. These
help us establish ourselves as a role model of environmental
protection for our industry.

ND Paper understands well how important staff members are
to its enterprise value. We put strong emphasis on building
relationships with staff members based on mutual trusts,
and training of staff members to facilitate their professional
development. This constitutes an essential component of
ND Paper’s successes accomplished to date. The new Labour
Contract Law, enacted since late 2007, is part of the PRC
Government policy to protect its working population. As
a responsible corporate citizen, we are to comply with the
new law in full to provide staff members with the protection
they are entitled to. As labour costs constitute only a
small proportion of our overall production costs, the new
Labour Contract Law will inflict a very small impact on us.
Nonetheless, we shall keep an eye on the impact of the new
law on our customers, staff members and industry as a whole.
The Group will proactively boost loyalty among staff members
by providing them with a pleasant working environment and
opportunities for them to polish their capabilities through
internal staff training programmes. These efforts will help
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nurture talents to support our upcoming production bases, so
as to ensure effective operation once these bases commence
production. We believe that ND Paper’s corporate culture and
spirit can be propagated through this process.

We are confident that through the long term business strategies
outlined above, ND Paper will achieve leapfrog development in
the future. Our position in the industry will ascend from the largest
packaging paperboard manufacturer in Asia to the largest in the
world. We shall pursue this aspiration through expanding our
production capacity, broadening our product range, initiating our
exploration in upstream resources and extending our geographical
reach. We target to transform ourselves into a fully integrated paper
manufacturer from forestry, pulp to paper including high value
packaging board. We shall continue to progress our transformation
into a fully integrated, diversifyied, truly international paper
manufacturer backed by solid strengths, creating more lucrative
returns to our shareholders.

The accomplishments of ND Paper are the results of diligent work
of the management and the staff. In addition to my gratitude
to our management and staff, | would like to express my sincere
appreciation to various governments for providing us a business-
friendly environment and necessary support to enable us to grow
our business smoothly. | would also like to thank our shareholders,
investors, bankers and business partners for their ardent support.
We look forward to continuing to share with all of them our
accomplishments in the future.

Cheung Yan
Chairlady

Hong Kong, 17 March 2008
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Dear Shareholders,

| am delighted to share with you our satisfactory results for the six
months ended 31 December 2007. Against a backdrop of rapidly
changing operating environment, we accelerated expansion of
our operations in order to achieve further economies of scale. Our
efforts to extend our geographical reach, diversify our product mix
and identify upstream and resource projects yielded solid progress.
On the other hand, ND Paper continued to excel on its business
management and delivered strong operating results during the
period. These further strengthened our long term value growth and
cost competitiveness

During the period under review, the Group saw its gross profit
grow 30.9% to approximately RMB1,576 million from the last
corresponding period on the back of a 44.2% year-on-year
increase in revenue to RMB6,690 million. Profit attributable to the
Company’s equity holders was RMB1,056 million, translating into
basic earnings per share of RMBO0.25.

As at 31 December 2007, ND Paper’s total production capacity
reached 5.35 million tpa, of which 2.8 million tpa was attributed to
linerboard, 1.6 million tpa to high performance corrugating medium
and 950,000 tpa to coated duplex board. This operating scale
has made the Group Asia’s largest containerboard manufacturer
by production capacity. Sales volume rose 30.6% from the last
corresponding period to 207 million tonnes, driven by growing
market demand and increase in our production capacity.

Demand from the domestic market in China continued to surge,
resulting in changes to the geographical distribution of our sales.
About 60% of the sales was derived from the domestic market in
China, 30% from indirect export and 10% from direct export. ND
Paper maintains a balanced mix of export sales markets. As a result,
we expect that the anticipated decline in the US economy will inflict
relatively benign impact on our sales.

Sales growth for the period under review was mainly attributable
to increases in our production capacity, sales and our product
prices. Enlarged capacity enabled us to continue to leverage on
our economies of scale and enhance our cost competitiveness.
Nevertheless, recovered paper prices have been rising during the
past period and we have raised our product prices primarily to
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offset these increases. As a leading position player in the industry,
ND Paper had been able to pass on effects of rising recovered
paper costs in most products to customers within 45 to 60 days
to mitigate the cost pressure. In light of the anticipated slackening
of the US economy, recovered paper prices are set to peak out,
easing the cost pressure on customers. We plan to source high
quality recovered paper from a wider array of geographical locations
globally (including the US, Europe, Australia and Japan, etc.)
through suppliers capable of securing stable supplies, especially
America Chung Nam, Inc. We shall also increase the sourcing of
high quality domestic recovered paper in China to a target level
of 30% of the total procurement in 2008, in an effort to mitigate
risks associated with volatilities in prices of imports and further drive
market consolidation.

We endeavor to improve continuously our operating efficiency to
maintain our cost-competitiveness amid the uptrend of raw material
costs. We strive to tighten our costs further through more efficient
use of energy and raw materials, and bulk procurement of raw
materials at better rates.

The Group continued to expand its production capacity during the
period under review as it added to its Dongguan base PM12 and
PM13 which provide 800,000 tpa of linerboard capacity. In the
Taicang base we upgraded PM8 to add 50,000 tpa of linerboard. All
these new capacities commenced operation since August 2007.

As part of our strategy to reinforce our leading position in the
industry by expanding our operations, we have commenced
construction of PM19 and PM20 respectively in Dongguan and
Taicang bases. These two new machines will commence production
in June 2008 as scheduled, providing additional 900,000 tpa of
linerboard in production capacity.

ND Paper is boosting its value growth momentum by expanding
into production of high value containerboard products. We are
now constructing respectively in Dongguan and Taicang bases two
new paper machines PM18 and PM21 that produce light weight
high performance corrugating medium in large scale. These two
machines, when commencing commercial production, will become
the first capacity tapping this product category in Asia (including
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Japan and Australia). Our visionary strategy of introducing these
paper machines from overseas will be able to meet the escalating
demand for light weight high performance corrugating medium.
PM18 and PM21 with a total annual production capacity of 700,000
tpa will commence production in June 2008 as scheduled.

On top of expansion into production of high value containerboard
products, we also plan to expand into high value specialty paper
products and liquid packaging board. Through the acquisition of
high value specialty paper and wood and bamboo pulp projects in
Sichuan, we shall pursue the production of pulp, electric insulating
paper and capacitor tissue paper. The acquired project has already
commenced commercial operations and achieved good results. We
plan to raise the current annual designed capacity to 50,000 tpa
for high value specialty paper and 150,000 tpa for wood pulp and
bamboo pulp in the next two and a half years. These new capacities
are scheduled to commence production in 2010. In addition, we
plan to invest in a non-aseptic and aseptic liquid packaging board
production line in Taicang base for beverage and food packaging
board. The initial annual production capacity is 520,000 tpa,
commencing production in 2010.

Following the commencement of construction of production
bases in Chongqing and Tianjin, ND Paper has established a well
balanced geographic network of production bases with production
scale increasing significantly. During the period under review, the
construction of the Chongqing base progressed as scheduled. This
base houses two new machines, PM22 and PM23, that provide
respectively 450,000 tpa of linerboard and 350,000 tpa of high
performance corrugating medium. These two paper machines are
expected to commence production in June 2008 as scheduled. The
construction of ancillary facilities, including a power plant, a self-
owned pier, and a railway spur specially dedicated to serve this
base also progressed as scheduled. We are confident in completing
construction of these facilities on time to match the commencement
of production. For the Tianjin base, the construction of paper
machines with annual production capacity of 450,000 tpa of high-
end linerboard and 350,000 tpa of high performance corrugating
medium as well as the ancillary facilities including a power plant, a
dedicated railway spur and water treatment facilities are scheduled
to be completed in 2009.
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The Group is currently evaluating and negotiating on the acquisition
of controlling interests in a paper mill in Vietnam. Upon completion
of the acquisition, we shall transfer delivery to Vietham a 400,000
tpa paper machine originally ordered for our future projects in
China, so as to accomplish the mill’s expansion in 2009.

ND Paper’s demand for pulp is set to spur following the Group’s
decision to increase production of packaging paper products and
expand its product range into high value products. Parallel to the
rapid development of the domestic market in China for pulp, a
new business direction has evolved for the distribution and sale
of this raw material category in China. As we need to keep raw
material costs under even tighter control, ND Paper is expanding
into upstream and resource projects. This strategy aims at securing
stable supplies of pulp at competitive rates through participating
in pulp manufacturing activities via various projects and securing
appropriate forestry resources. At present we are in the process of
examining a number of pulp projects sourced from the domestic
market, from Asia and from the international market. Negotiations
are underway with selected international conglomerates on a wide
array of options in pulp manufacturing and resource ventures.
These include investments into joint venture pulp manufacturing
businesses in a non-controlling shareholding capacity, and securing
of stable supply of pulp from joint venture companies and alliance
partners under favourable terms. We also actively identify in China,
Asia and other countries appropriate pulp projects which are
supported by adequate forestry resources nearby. These projects will
provide us with convenient access to pulp supplies to support our
paper production bases. Leveraging on ND Paper’s advantages from
its four production bases and large-scale operation, we are confident
that the negotiations will bring favourable outcomes.

ND Paper strives to become a role model in the industry in
environmental protection as we settle ourselves on performing
better than, not just meeting, statutory standards and requirements.
We maintain strict controls over sewage treatment, solid waste
treatment, emission and noise pollution in our production process.
Our production bases were named Green/Environmental Creditable
Enterprise by the Guangdong Environmental Protection Bureau
and the Taicang Environmental Protection Administration. We
continue to maintain our ISO 14001 accreditation on environmental
protection.
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In an effort to raise loyalty among staff, the Group provides them
with accommodation across our production bases. The Dongguan
production base is equipped with comprehensive sports facilities
while a large-scale indoor sports center is built in the Taicang base
to create a pleasant environment for work and living for the staff
members. We reward our staff for their outstanding performance
via our remuneration incentive scheme while keeping our staff
compensation adequately competitive to retain talents. We place
strong emphasis on nurturing talents and encourage our staff
to upgrade their skills through training and further education to
cope with the needs of the Group’s continuing expansion. These
measures also help nurture adequate supply of talent to support
our upcoming new production bases. Furthermore, we remain
vigilant in industrial safety and have maintained our OHSAS18001
accreditation.

The new Labour Contract Law enacted towards the end of 2007
will undoubtedly increase staff cost for all enterprises. ND Paper is
a capital intensive, but not labour intensive paper manufacturer.
We have over the years been reducing our dependence on manual
labour as we enhance our production process through increasing
use of machinery and automation. Our staff cost accounted for only
4.7% of our revenue, and as new machines commence production,
this percentage will drop further. Hence direct effect from the new
Labour Contract Law is very small. Nonetheless, we shall keep an eye
on the impact of the new law on our customers and the industry as
a whole.

ND Paper adheres to principles of scientific and democratic
management. We maintain a slim management structure that
encourages prompt responses in order to boost the efficiency of
both the staff and the overall operation. We spare no effort in
maintaining tight management on quality as we adopt the highest
quality standards in every aspect. We continue to maintain our
ISO9001 quality management accreditation.

The Group adopts a prudent approach in its deployment of financial
sources. We appropriate capital to projects in accordance with
their potential and future return prospects. The Group’s strong
profitability provides a firm base to finance its further development
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with internal resources. We prefer debt financing over other
alternatives when external financing is necessary. The guiding
principles are to keep financing costs at low levels while maintaining
our healthy financial position.

ND Paper benefits from the ongoing strengthening of Renminbi as
most of our sales revenue is denominated in the Chinese currency
while a large portion of our costs are settled in foreign currencies.
We have been actively reducing our Renminbi borrowings since we
forecasted strengthening of the currency at a very early stage.

Going forward, ND Paper will continue to expand our operation
scale, extend our geographical reach, broaden our product range,
identify upstream and resource projects, thus reinforcing our
competitiveness and higher value growth in the future, creating
better value for our shareholders. Capitalizing on opportunities
from the increasing demand for packaging paper, we plan to
progressively boost our capacity from the existing 5.35 million tpa
to 10.55 million tpa by 2009. With 7.75 million tpa by June 2008,
we are set to become the world’s largest packaging paperboard
manufacturer by production capacity. We shall expand our product
range to include high-end products to meet the increasing diversity
in demand. ND Paper actively pursues opportunities in upstream
businesses and exercises strict cost control, to create excellent
returns for our shareholders.

Liu Ming Chung
Deputy Chairman and Chief Executive Officer
Hong Kong, 17 March 2008
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The Group is the largest containerboard producer in Asia and
one of the leading players in the world. The Group primarily
produces diversified containerboard products, including linerboard
(kraftlinerboard, testlinerboard and white top linerboard), high
performance corrugating medium and coated duplex board. The
Group also participates in unbleached kraft pulp production. The
Group’s operations enable it to serve as a one-stop shop for a broad
range of high quality containerboard products. Due to the size,
width, versatility and number of its paper machines, it is able to
offer a diversified product portfolio with various types, grades, burst
indices, stacking strengths, basis weights, printability and brands
to meet a variety of customer requirements. The Group’s multiple
production lines allow a flexible configuration offering of diversified
products in an efficient manner. The broader width of its machines
also allows the Group to manufacture products in a large variety
of sizes, increasing its flexibility to meet customer demands. Its five
principal products are available in 40 different basis weights and
over 1,000 different sizes and type specifications.

The Group added two paper machines PM12 and PM13 during
the six months ended 31 December 2007. PM8 also underwent
a revamping to boost its capacity by another 50,000 tpa. The
15 paper machines in operation command design capacities
aggregating 5.35 million tpa, of which 2.80 million tpa are for
linerboard, 1.60 million are for high performance corrugating
medium and 950,000 tpa are for coated duplex board. Until
31 December 2007 all the paper machines in operation were located
in the Dongguan base (3.65 million tpa) and the Taicang base (1.70
million tpa).

The Group has started construction of its third production base in
Chonggqing during the period under review. With the construction
proceeding as scheduled, installation of PM22 and PM23 has already
started, targeting to add capacities of 450,000 tpa of linerboard and
350,000 tpa of high performance corrugating medium when they
commence production by June 2008 as planned.
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Establishment of the fourth production base in Tianjin received
green light during the period. This base will serve the market in
northern and northeastern China. It will commence production
in 2009 with an initial capacity of 800,000 tpa including both
linerboard and high performance corrugating medium.

The Group has a fully functional infrastructure to control costs and
operate in an efficient manner. In addition to the 15 paper machines,
the Group also operates facilities that supply power, steam, water
supplies and logistical support. These features allow the Group to
be self-sustaining in several areas while also ensuring the highest
standard of environmentally friendly manufacturing.

The Group aspires to become the world’s premier packaging board
manufacturer. It is gradually evolving itself into fully-integrated
manufacturer from forestry to end-product with international reach
and diversified offerings. While operational efficiency will continue
to provide benefits of economies of scale as the Group increases
its capacity, it also continuously strives to improve through the
implementation of advanced and more efficient technologies. The
long term value growth momentum and cost competitiveness
were strengthened. During the period, the Group maintained its
vigilance in consolidating the Group’s market leadership position in
Asia, further enhancing operating efficiency, attracting high caliber
employees and continuing to emphasize and reward performance
excellence.

The Group continued to expand its capacity and market share
according to market demand and supply situation and government
policies, to become one of the leading players globally. As fostered in
our annual report for 2006 we plan to achieve a compound annual
growth rate of no less than 40% in our packaging board production
between 2006 and 2008. We now expect that this target will be
achieved by mid-2008. We plan to expand our aggregate capacity
from 5.35 million tpa by the end of 2007 to 7.75 million tpa by June
2008 and further to 10.55 million tpa by 2009. At 7.75 million tpa
by June 2008, we shall become the world’s largest containerboard
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Paper Machine Location
AN V=)

PM8 Taicang
TR +=5% R
PM12 and PM13 Dongguan
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i b B
Paper machine Location
TR R
PM18 Dongguan
TSR R
PM19 Dongguan
—+5k V=)
PM20 Taicang
5% e
PM21 Taicang
—t =% BF
PM22 Chonggqing
—t=5 Y
PM23 Chongging

manufacturer. The Group is well-prepared to capture any

opportunity for future growth via the following initiatives:

Further Capacity Expansion to Achieve Economies of Scale

During the period the Group enlarged the production capacity of
PM8 with an additional 50,000 tpa and commenced the operations
of PM12 and PM13 in August 2007.

Em FE®ED

Product Capacity

R4 32 )150,000ME == 500,000/
Linerboard 500,000 tpa (addition of 50,000 tpa)
R $£800,0001

Linerboard 800,000 tpa in total

The Group commenced installation of PM18 and PM19 in
Dongguan, PM20 and PM21 in Taicang and PM22 and PM23 in
Chongging. Commencement of commercial production of these six
new paper machines by June 2008 will boost ND Paper’s aggregate

capacity by 2.40 million tpa.

Em FERE
Product Capacity
ErEmRRE LA 350,000
Light weight high performance corrugating medium 350,000 tpa
R 450,000
Linerboard 450,000 tpa
R 450,000
Linerboard 450,000 tpa
ErRERRRE A 350,000
Light weight high performance corrugating medium 350,000 tpa
R 450,0001
Linerboard 450,000 tpa
= 58 AR T AR 350,000/
high performance corrugating medium 350,000 tpa
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In March 2008, the Group announced its plan to acquire controlling
interest in a paper manufacturer in Vietnam, in order to develop
production and export bases outside China, resulting in further
strengthening of the Group’s position in the global market. Upon
completion of the acquisition, the Group plans to increase the
production capacity of the Vietham paper manufacturer to a level
where economies of scale can be attained.

REBR2009F A ERE S HKRE B Owing to the plan for investment in Vietnam, the Group’s 2009
FAEABMAEMBALE  EERENS M capacity expansion plan has been modified, with the new capacity
BRMR allocated by product as follows:

EAE Em FEEN
Paper Machine Product Capacity

i ol T A 450,000
PM25 Linerboard 450,000 tpa
i VAN i = 58 FLAR T AR 350,000/
PM26 High performance corrugating medium 350,000 tpa
— A 450,000/
PM27 Linerboard 450,000 tpa
i AN ErESRRE TR 350,000
PM28 Light weight high performance corrugating medium 350,000 tpa
—t AR KA 450,000/
PM29 Linerboard 450,000 tpa
=15 ErRERBRE LA 350,000/
PM30 Light weight high performance corrugating medium 350,000 tpa
=+ A 400,000
PM31* Linerboard 400,000 tpa

* B 1+ IEE * To be confirmed
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Capacity by Product Category
FER(BEBM)
million tpa
6 *
5.90
sk
4.15
*
4

3
Py
1 0.95 0.95 0.95
04:5/-
] ] ] ]
06/2006 06/2007 06/2008 06/2009
( > P —n— BRI )
Linerboard Corrugating Medium Coated Dulex Board
RERDBZEREE) REEEM DB ER
Capacity by Product Category (cont’d) Capacity by Product Base

100% — % 100% [~ .

13.6% 12.3% 10.3%

21.1%
80% 80% [~
60% 60% —
04 — =
40% 40% 71.2%
53.5% 63.3% 57.4%

45.5% BT 49.7%

20% — 20% [~
33.3%
0% | | | 0% ] ] ]
06/2006 06/2007 06/2008 2009 06/2006 06/2007 06/2008 2009
RT3 AR AR AR R AR B X2 )
[ O Linerboard -] Corrugating Medium ] Coated Dulex Board ] [D Dongguan -Taicang o Chongging u Tianjin O Vietnam ]

24
2007/08 FHi# = INTERIM REPORT



REERIEREURESERER

(1)

)

EHER

AEEERREETRRERAE
ENMEANBREERFTARR
BEEEKRALEE HE_TTLF
T_AE AEEERZERAAR
FREBBTERSN KR T RN
REEH EEEEM ST HEEERRZ
ERAHEAKRATIRENME E
ERE BREBRTERI20KE -
AEBE W ERZEMEERLE
RER AERESERLERH
AEMENMEBME - AIEEEE
BRERARBEENLTHER  ELD
AATERRNLEEBRETHHEZR
Bo-mHRARRESMERENR
MUHRE=ZTBEEN  HALE
EREHAHERNASEN=02
— o ANER B RO B R BRI RS B A &R
EERARENSENHERRER
Ko REERREA AEEER
RRK D HERBABMHERR -
YETZFER AKREELEW
B A BRI ERBEMERRK -

AEENEHBEEHRERMESE
B EAKERTHEBRNELRE -
Lo - EERER A AR EE R MR
BWEIR e

T R

BRIEENEMZ I  AEEBE T
BRI ENEBARKRENERE R
BRTEEFHARERE  BISEX
BRENTHERAE R LF
T-A=+—R8 A£EEHEEY
ARBN2EBTRRESE - KB &

Investing in infrastructure to accommodate capacity

expansion

(1)

2)

Power resources

To facilitate expanding production capacity and support
large-scale containerboard manufacturing, the Group
requires a significant amount of electricity and steam for
its daily operations. The Group has set up central coal-fired
cogeneration power plants in both Dongguan and Taicang
with aggregate installed capacity of 591 MW by end-
December 2007. In Chongqing we are building two power
generators with aggregating installed capacity of 120 MW to
propel the new paper machines there. The Group also plans
to build power generating facilities in the Tianjin base. These
power plants provide both electric power and steam for use
in the drying process in the production process to all of its
paper machines, thereby saving energy costs and valuable
land resources. Because of their high thermal efficiency and
low coal consumption, the Group can achieve savings as
much as approximately one-third by using electric power
from the Group’s cogeneration plants compared to the cost
of purchasing power from third parties. The Group’s sourcing
strategy for coal is to purchase from suppliers that can provide
a stable and reliable supply at the lowest cost. To lower its coal
costs, the Group purchases all of its coal directly from coal
distributors and arranged its own shipping. The Group receives
the coal by ship at its pier in Taicang and at Xinsha Ports.

All of the Group’s power plants are connected with the
regional power grids, which enable the Group to sell excess
power. In addition, the connection to public power grids
provides the Group with a back-up power source.

Land resources

Apart from investment in infrastructure, the Group has made
substantial investments in acquiring land use rights for large-
scale land plots for its existing operations to allow for future
development and expansion. Until 31 December 2007, the
Group invested a total of RMB1.12 billion to secure land use
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(3)

rights for land plots in Dongguan, Taicang, Chongqing and
Tianjin aggregating 5.99 million sq.m.

Transportation infrastructure

In order to reduce port loading and unloading charges, avoid
transportation bottlenecks and take advantage of ocean and
inland waterway transportation, the Group has constructed a
self-owned pier at Taicang. The Chongging base construction
blueprint already included a self-owned pier while another pier
is in the middle of the planning stage for the Dongguan base.

The current 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 to offer loading and unloading services
to third parties. The operating berth, with an annual loading
and unloading capacity of 2.7 million tonnes, is dedicated
to receiving coal deliveries. Given that the Group can take
direct delivery by ocean freight from the major coal ports on
China’s coast, including Qinhuangdao, Tianjin and others, the
Group is able to realise significant cost savings by eliminating
unloading charges that the Group would otherwise incur for
transit of coal.

The Group has commenced the construction of a self-owned
pier and a direct railway spur to the Chongqging base. These
ancillary facilities will be ready to start operation to cope
with commencement of commercial production of the paper
machines there.

In Dongguan base, the Group also plans to construct a pier to
meet the transportation requirements for finished products,
raw materials and coal. The relevant approval procedures are
still underway. This Dongguan pier is scheduled to complete
construction and commence service by 2010. It has a design
annual loading and unloading capacity of approximately 3.0
million tonnes.
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Establishing a Highly Balanced Geographical Coverage of
Production Bases

In addition to production bases in Dongguan, Taicang and
Chongqing, the Group continued its efforts to extend its
geographical reach to achieve comprehensive market coverage. In
September 2007, the Group confirmed that its fourth base will be
built in the Ninghe Economic Development Zone in Tianjin. This
will enable the Group to fully cover the major economic regions and
provide services to customers throughout the PRC.

The Group’s fourth base centres around the Tianjin and Beijing
areas and services the northern and north-eastern regions, where
the supply chains are well formed with escalating containerboard
demand from key sectors such as food, medicine, high-tech
and IT products, electronics, textile and various light industries.
Current containerboard supplies in these regions are still limited
and primarily met by small-scale manufacturers. This segment is
expected to go through fast market consolidation in the foreseeable
future. Today customers in these regions have to rely on supplies
from other provinces such as Henan, Shandong and Jiangsu.

The Tianjin base is situated next to the Binhai New Area and
enjoys investment incentives that are the same as those available
from the Binhai New Area. It has reserved the land use rights for
approximately 2.4 million sq.m. capable of accommodating a
planned capacity of 4 million tpa. The first phase will consist of one
high performance linerboard paper machine of 450,000 tpa and one
high performance corrugating medium paper machine of 350,000
tpa. Production is expected to commence in 2009.

The Tianjin base is located only 30 km from the Tianjin port, one of
the major port destinations in China that serves ocean bound vessels
directly, thus allowing direct access to ocean transportation at
lower transportation costs as transhipment is not required. This also
alleviates the need for the base to build its own pier — a significant
reduction in capital expenditure. The base is also served by a rail spur
for direct movement of coal, raw materials and finished products,
and is conveniently accessible by the statewide highway network
linking the north-eastern and southern provinces in China. There is
an abundant supply of good quality water for paper production in
the base.
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Introduction of New Products to Expand Product Offerings

As the leader in the Asian market, the Group is always ahead of its

peers by introducing the newest products to the market. The Group

is not only able to expand its product lines to offer a broader range

of complementary products to customers, but also to leverage its

existing production expertise and distribution network.

(1)

2)

High value-added containerboard

Targeting to meet customers’ increasing demand for lighter
weight corrugating medium (70-90 g/m?) along the 3R’s
strategy “Reduce, Reuse and Recycle”, during the period
the Group commenced construction of high-speed paper
machines PM18 and PM21 specifically dedicated for this
product category. These machines are expected to commence
commercial production by June 2008 with capacities
aggregating 700,000 tpa.

High value specialty board

The Group plans to diversify into production of high value
specialty board products through acquisitions into Sichuan
Qian Wei Baiya Paper Co. Ltd. (“Qian Wei”) and Sichuan Rui
Song Paper Co. Ltd. (“Rui Song”).

Pursuant to the sale and purchase agreements (the “Qian Wei
Agreements”) for the acquisition of Qian Wei, the Vendors
transferred their entire equity interests in Qian Wei to the
Group free of consideration. Except for those items which the
Group has expressly agreed to be responsible, the Vendors
will be responsible for all debts and liabilities of Qian Wei
prior to completion of the acquisition. Pursuant to the Qian
Wei Agreements, the Group will only be responsible for the
payment of the balance of the land premium and construction
costs for site formation, and the compensation for relocating
the residents on the land up to an amount of RMB2 million.
Payment in excess of RMB2 million would be borne by the
Vendors. Qian Wei was established in December 2005 and
will principally be engaged in the production of high value
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specialty board products (mainly electric insulating paper and
capacitor tissue paper), wood pulp and bamboo pulp. The site
formation work for the setting up of the manufacturing facility
is currently underway.

The terms on the transfer of the Rui Song are still being
negotiated and no definite share transfer agreement has
been entered into as at the date of this report. Rui Song
was established in June 2003 and is principally engaged
in the production of high value specialty board products,
mainly insulating paper and capacitor tissue paper, wood
pulp and bamboo pulp. The existing annual designed
production capacity of Rui Song for the production of high
value specialty board products and bleached wood pulp and
bleached bamboo pulp is 15,000 tonnes and 26,000 tonnes
respectively. The Directors estimate that the market share
of Rui Song'’s existing specialty board products in the China
market is approximately 50%.

The terms of the Acquisition will include the relocation of Rui
Song’s existing operation to another premises and combine
Rui Song'’s operation with the future expansion of Qian Wei.
As the concrete plan for the development of Qian Wei and
Rui Song and the exact terms for the acquisition of Rui Song
are still being finalized, the Company cannot ascertain at this
stage the exact scale of investment that may be involved with
the development of Qian Wei and Rui Song. Depending on
market conditions and the requirements of the Group, the
Directors expect that the Group may invest up to RMB1.6
billion a period of two and a half years to relocate and combine
the existing operations of Rui Song with Qian Wei and develop
Qian Wei for the production of high value specialty paper,
mainly electric insulating paper and capacitor tissue paper
products of annual designed production capacity of 50,000
tonnes and wood pulp and bamboo pulp of annual design
production capacity up to 150,000 tonnes with expected
production commencement in 2010. The Directors estimate
that after the completion of the expansion plan, the market
share of Rui Song’s specialty board products in the China
market would be increased to 70%. The wood pulp and
bamboo pulp will be mainly utilized within the Group for the
production of packaging paper products while any excess
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output will be routed to support the Chongqing base in
order to reduce the cost of the Group’s production. These
two acquisitions were arrived at highly favourable terms not
otherwise possible by other peers, reflecting the Group’s
leading position in the industry.

(3) Liquid packaging board

The Group also has planed to invest in a non-aseptic and
aseptic liquid packaging board in the Group’s Taicang base
in China. The paper machines can produce varies kinds of
different products. The facility will have an initial annual
production capacity of 520,000 tonnes with commencement
planned for 2010. It will be capable of producing other coated
folding box board, food packaging board, cup stock and other
high end packaging. The main raw material for the production
of the liquid packaging board is pulp. It is estimated the initial
funding commitment of the Group for the establishment
of the liquid packaging board investment is approximately
RMB1,400 million.

China currently has few non-aseptic liquid packaging board
manufacturing capabilities and relies mostly on imports
for its requirements of aseptic products. With economic
development, demand for liquid packaging board products
has increased significantly in the past few years. In view of
the premium that liquid packaging products command and
with higher selling prices than the normal packaging paper
products (on average 100% higher), the Directors are of
the view that the liquid packaging board investment has
significant development potentials.

Committed to Environmentally Responsible Practices

The Group considers the implementation of environmentally
responsible practices and the maintenance of high environmental
standards as an essential part of being the market leader in
the industry. The Group’s production bases have been granted
the honours of Green/Environmental Creditable Enterprise by
the Guangdong Environmental Protection Bureau and Taicang
Environmental Protection Bureau and obtained 1SO14001
certification for its environmental management standards. Since
its establishment, the Group has been in compliance with the
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environmental laws and regulations promulgated by central and
local environmental authorities. It has obtained all required permits
for wastewater discharge, airborne emissions and solid waste
disposal. It is believed that the Group’s record of environmental
compliance has been a positive factor in obtaining regulatory
approvals for its expansion projects.

Continuing to Enhance Operating Efficiency

With the expanding production capacity, the Group is able to enjoy
better economies of scale while its ability to manufacture a variety of
products simultaneously allows it to minimise equipment shutdowns
required for product and specification changes. During the period,
the Group’s paper machines were operated at 94.0% efficiency on
average, compared with 95.2% in the last corresponding period.

The Group has technologically advanced paper machines with
automated DCSs and quality control systems. Its fourdrinier
kraftlinerboard paper machines are among the largest and fastest
in China, and certain machines can shift the production from one
type of product to another without halting production or with a very
brief pause before resuming production. The Group has a diversified
product mix. It meets the target of recycling by redeploying water
and scrap fiber byproduct from the production of one product into
the production of another product. Leveraging its technological
know-how, the Group has been able to accommodate the use of
a broader variety of recovered paper while maintaining product
quality and performance standards. This feature provides the Group
with increased flexibility in sourcing raw materials at competitive
prices.

Sources of high quality and price competitive raw
materials

Recovered paper and kraft pulp are the Group’s principal raw
materials used in the manufacture of its products. Therefore, the
ability to maintain a stable source of high quality raw materials at a
reasonable price is one of the Group's keys to success.
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Recovered Paper

Recovered paper usually accounts for more than half of the
production cost of the Group’s products. Like most large-
scale containerboard manufacturers, the Group’s ability to
source large volumes of consistent high-quality recovered
paper under stable, long-term arrangements is critical to its
success. Because of the Group's policy of maximising the use
of recovered paper to produce high-quality products to meet
its customers’ cost objectives and environmental policies,
this ability is even more critical to the Group’s strategy. As
a result, the Group’s sourcing strategy is to purchase from
suppliers that can offer reliable and high volume supplies of
recovered paper with consistent quality. To select additional
suppliers, the Group’s sourcing department compares the
quality and price of recovered paper from major suppliers
and considers each supplier’s ability to satisfy its volume and
delivery requirements. As the increasing price of overseas
recovered paper and the quality of domestic recovered paper
improved, the Group increased sourcing recovered paper from
the domestic market in China during the period. The Group
targets to jack up this proportion further to 30% within 2008
to mitigate the risk of over-reliance on the supply from the

overseas.

The Group sources its recovered paper from ACN and the
remainder from several trading companies. For the six months
ended 31 December 2007, the Group’s purchases of recovered
paper from ACN amounted to RMB1,839.9 million (2006/07:
1,203.4 million), representing 56.3% of the Group’s total
purchases of recovered paper (2006/07: 65.8%). Due to
the Group’s recurring purchases of recovered paper in large
quantities and centralized procurement, the Group has been
able to secure supplies from suppliers (including from ACN) at
more competitive prices and incur lower transportation costs.

We believe that the above arrangement can better ensure
that the terms of the Group’s purchases with its suppliers,
including ACN, are in the best interests of the Company and



2

RERBOXEMED - XETEOF
BRBEAEE2EMTS(BEEE -
BOM RN R BAREM) WEEE
BEAR - A B B AR < B R R
RBEMEEPREAHESEN I
e AEBEAIRFEEXBERRERI L
MESHEESNZEELRERE
B A Hith B A K8 SRR 4R it 8 2R
R RSB A IR LA
SERARARERBFRNGTE -

REE R SE
ARRRAREBEERAINEERM
- EEFNERR AEEE
EREAREMAEBARE  UTE
mINE M EE NG — o BN P E
ARFEEER  AUBRSEAER—
BEAFOREHRBHYAEEAOK
W+o% -  NREENRBEREE
ERNamEERNRAR - SKER
ZERBAFEAORIR - AR E
REKKANEE - /7T H#E— S
REERA REEEDE T AL
HRERBEBHNERITR

BRTRBAERZABELRR/AE
BRERRABOSNDASAREHR
B AKEFEBAZRATAR
RAFEEZRED MG EOMA
BIR - BERIRIE MK AN ) A B
JE - BEZEREAXRFEMERR
HENRBZTERSEEER -
BPIEARFERF R E BRI - 8t
R BAREHSAEER -
REREERFTEHKSRBH
BE -BRTRANRRMNEARBIN &
PMEEZERZ EEBRME - i
B ARBEANKFEERR - EHE
RE LR EEERIOARTEE
EREREBETER BBIFE
LIS ERERFEE - 3

2)

its independent shareholders as a whole. In recent years, ACN
actively source their recovered paper globally (including USA,
Europe, Australia and Japan) and as the Group’s purchases
from ACN currently account for only a part of ACN'’s total
sales volumes to China, with its priority to purchase from ACN
under the long-term supply contract as well as the Group’s
other sources of recovered paper supply, the Group will have
sufficient raw material supply to support its capacity expansion
in the future.

Kraft Pulp

Kraft pulp is the Group’s second largest raw materials
component. The Group uses both bleached and unbleached
kraft pulp in the production of some of its products to increase
the consistency of appearance and strength of the products.
Due to the shortage of kraft pulp in China, a stable supply
of substantial volumes of consistent high quality kraft pulp is
critical to the Group’s success. The Group’s sourcing strategy
is to seek to maintain a diversified source of kraft pulp, to
ensure stable supply and cost competitiveness while meeting
its quality requirement. ND Paper has inked on strategies to
expand into upstream and resources activities to tighten its
control on raw material costs.

On the top of an initiative to secure part of the supply of
unbleached kraft pulp through the joint venture Nine Dragons
Xing An Paper Industries (Inner Mongolia) Company Limited,
the Group also participates in kraft pulp manufacturing
activities via various projects and prospecting into appropriate
forestry resources to secure stable and low-cost pulp supplies.
ND Paper’s demand for kraft pulp is set to spur following
the Group’s decision to increase production of packaging
paper product and expand its product range into high value
products. Parallel to the rapid development of the domestic
market in China for kraft pulp, a new business trend has
been evolved for ourselves in distribution and sale of this raw
material category in China. In addition to the Qian Wei and Rui
Song projects, we are in the process of examining a number
of kraft pulp projects sourced from the domestic market,
from Asia and from the international market. Negotiations are
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underway with selected international conglomerates on wide
array of options. They include kraft pulp manufacturing and
resources ventures, investments into joint venture kraft pulp
manufacturing businesses in a non-controlling shareholding
capacity, and securing of stable supply of kraft pulp from joint
venture companies and alliance partners under favourable
terms. We also actively identify in Asia appropriate kraft pulp
projects which are supported by adequate forestry resources
nearby. These projects will provide us with convenient accesses
to kraft pulp supplies to support our paper production bases.

Retaining In-house Maintenance Teams to Enhance
Efficiency and Quality

The Group has over 800 maintenance personnel in total in
Dongguan and Taicang bases who have undergone training
provided by the original equipment vendors and are responsible for
periodic repair and maintenance of its paper machines. The paper
machines are regularly inspected and maintained by the Group's
maintenance teams 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 to increase the life span
and efficiency of its production equipment to better ensure delivery
of high quality products.

The Group is implementing an enterprise resource planning (ERP)
system for its Dongguan and Taicang operations. It will manage,
control and track all aspects of operations, including inventory
control, operation and maintenance of the paper machines, quality
control of its products, sales and marketing and delivery of its
products through its internal transportation and delivery network.
All paper machines have DCSs that monitor and control all aspects
of production and automated quality control system to ensure that
every segment of the production process comply with our quality
requirements. This arrangement enabled the Group to maintain its
ISO9001 quality standard accreditation.

Attracting high caliber employees and continuing to
emphasize and reward performance excellence

The Group is led by an experienced stable and dedicated
management team with an average of over 8 years’ experience in
the field. The Group also retains international talents from overseas
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with professional qualifications to join its senior management team.
Through management’s leadership, vision and drive, and their
consistent effort to implement international best practices, the
Group has become the market leader in Asia within a short period of
time.

We believe that the quality of the Group’s human resources,
particularly its management and professional engineers, are critical
to its ability to compete effectively. The Group aims to achieve
and exceed international standards of performance excellence by
following international best practices for management processes
and corporate governance. The Group obtained the OHSAS18001
certification for its occupational health and safety system in February
2005.

As at 31 December 2007, the Group had approximately 10,068 full
time management, administration and production staff in Hong
Kong and the PRC. The related employee’s costs for the period
(including directors’ emoluments) amounted to approximately
RMB419.1 million. The Group ensures that the pay levels of its
employees are competitive and employees are rewarded on a
performance related basis within the general framework of the
Group’s remuneration system. The Group will comply with the
new Labour Contract Law in full to provide staff members with the
protection they are entitled to. The Group adopted a share option
scheme for employees. It also seeks to continue to attract and retain
domestic and international management and engineering talent by
continued implementation and refinement of its incentive bonus
program and through staff development programs such as periodic
in-house and overseas training.

The Group continued to record growth in turnover and earnings
for the six months ended 31 December 2007 as compared with the
corresponding period of last year.

Revenue

The Group’s revenue for the six months ended 31 December 2007
increased by 44.2% over the corresponding period of the previous
financial year to RMB6,690.4 million. The major contributor of

35



36

EHERATERAMELE (HEE
1B A 97.8% + EL £ 5 8 U A 255 B B B3
UL T TS A -

HRBERAEREE LARTHER
Rim 0 EEE A AR B 4K R S AR &
—BRFEREEN45.6% - HE—ZT T
tEF+=—A=+—HILAER ' A&EEFR
B~ msR FLAR AR R B R R B AR 4K /Y 84
BUWA D BIME SHE BUKA44.7% * 28.5%
524.7% - & F 7 B Bl 5 5l 15 52.8% -
26.3%K17.8% °

AEBR-_ZTLtFF+A=+—H0H
R FEERETFS3ISEEME HFFR
W = oE BB AR R B IRE B R4 5 5B
BEF280ESM - 1.60F EMEN0.95H
“@oﬁ%l@éﬁﬁémﬁgﬁt—
81 B4 fZ [R] #B 491,586,000 _E 7130.6%
EHE_ZETEF+_A=+—HILRN
f& A #)2,071,000F - i & £ F130.6%:2
BEART 9% TR R T ESREm
ME+ -8R+ =5 ERERE BN
REEER T FEN\AFESEM
50,0000 °

HRERMEAEGEE W& =ELF
SHEEZHTREEREHERBEZ
THFE+ A=+ BLEANEARESF
EHE D R E11.7% * 38.1%%75.7% °

AEBMEERRETEHEERENE
=i BRAAEENHIHELME - —

uf 3\ B EE an (B R T 5 &R SRR E) B fE K
SEERBENHAERELN - FE SRR

BHERZHREARERBEZE_ZZ
+E+-A=+—HIEABEANFHE
B RIIRF9.2% ~ 13.4%5%13.6% °

the Group’s sales revenue was still from its paper business which
accounted for 97.8% of the total group revenue, with the remaining
sales revenue generated from its pulp business.

The Group’s paper sales revenue for the period under review
increased by 45.6% over the corresponding period of last financial
year, as a result of both the increase in the Group'’s sales volume and
average selling price of its packaging paperboard products. Sales
revenue of linerboard, high performance corrugated medium and
coated duplex board for the six months ended 31 December 2007
accounted for 44.7%, 28.5% and 24.7% respectively of the total
sales revenue, compared to 52.8%, 26.3% and 17.8% respectively
in the corresponding period of last year.

The Group’s annual designed production capacity as at 31
December 2007 was 5.35 million tpa, comprising 2.80 million tpa
of linerboard, 1.60 million tpa of high performance corrugating
medium and 0.95 million tpa of coated duplex board. The Group's
sales volume of packaging paperboard products increased by 30.6%
to approximately 2,071,000 tonnes in the six months ended 31
December 2007 from approximately 1,586,000 tonnes in the same
period of the last financial year. The 30.6% growth in sales volume
was supported by full period contribution of PM11 and PM16 &
17, as well as the newly commenced operations of PM12 & 13 and
upgrade of the production capacity of PM8 by 50,000 tpa in August
2007.

The sales volume of linerboard, high performance corrugated
medium and coated duplex board for the six months ended 31
December 2007 increased by 11.7%, 38.1% and 75.7% respectively
which is in line with the change in production mix as compared with
the corresponding period of last year.

The price increment of all the Group’s products also contributed to
the increase in the top line figure and confirms the Group’s price-
setting power as a result of its market leadership position, one-stop
product offer and the robust market demand. The average selling
prices of linerboard, high performance corrugated medium and
coated duplex board for the six months ended 31 December 2007
increased by 9.2%, 13.4% and 13.6% respectively.
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The majority of the Group’s sales continued to be realized from
the domestic market, in particular from the corrugating medium
and coated duplex board sectors. For the two six-month periods
ended 31 December 2007 and 2006, domestic sales represented
57.7% and 59.0% of the Group’s total sales respectively, while the
remaining revenue are sales denominated in foreign currencies
which primarily represented sales made to foreign invested
processing enterprises and direct export.

For the two six-month periods ended 31 December 2007 and 2006,
sales to the Group’s top five customers in aggregate accounted
for approximately 8.6% of the total revenue, with that to the
single largest customer accounted for 2.7%. The corresponding
percentages for the last corresponding period were 11.7% and 2.8%
respectively.

Gross Profit

The gross profit for the six months ended 31 December 2007 was
RMB1,576.2 million, an increase of RMB372.3 million or 30.9%
as compared with the RMB1,203.9 million recorded in the same
period of the last financial year. Overall gross profit margin for
the period decreased from 26.0% to 23.6%. Despite the robust
market demand of the Group’s product, the Group suffered from
the negative impact of fast rising raw materials costs, especially
recovered paper and pulp, during the period under review. In
view of the increase in the magnitude and frequency of the raw
materials price increases during the period under review, the Group
needed longer time in the process of passing the cost increases to its
customers.

The average utilization rate of the Group’s paper machines for the
six months ended 31 December 2007 decreased from 95.2% in the
corresponding period of the previous financial year to 94.0%. 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 to cope with the changes in the market
demand.
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Other Gains (net)

Other gains (net) of the Group decreased 16.0% to RMB125.1
million in the six months ended 31 December 2007 from RMB148.9
million in the same period of the last financial year. The decrease
was mainly the net effects of increases in the sale of scrap materials
and negative goodwill from the acquisition of Qian Wei, offset by
decrease in sales of electricity and the net loss arising from the
change in fair value of derivative financial instruments.

Operating Profit

The operating profit for the six months ended 31 December 2007
was RMB1,269.7 million, representing an increase of RMB154.2
million or 13.8% over the RMB1,115.5 million of the same period of
the last financial year.

Selling and marketing costs increased 49.2% from RMB96.8 million
in the same period of the last financial year to RMB144.4 million
in the six months ended 31 December 2007. The increase in the
selling and marketing costs was due to larger sales volume and
geographical coverage. When counted as a percentage of the
Group’s revenue, the total amount of selling and marketing costs
remained at approximately 2.1% in the six-month periods ended 31
December 2006 and 31 December 2007.

Administrative expenses increased from RMB140.5 million in the first
six months of the last financial year to RMB287.2 million in the six
months ended 31 December 2007. The amount of administrative
expenses as a percentage of group revenue increased from 3.0% in
the six months ended 31 December 2006 to 4.3% in the six months
ended 31 December 2007. The increase during the period under
review was mainly a result of the increase in share options expenses
of RMB87.1 million and additional management and administrative
costs incurred to support the commencement of new paper
machines and new production bases. The Group’s administrative
expenses amounted to RMB183.7 million after deducting the total
share option expenses, representing 2.7% of the Group'’s revenue.
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Net Profit and Dividend

The profit attributable to the equity holders for the six months
ended 31 December 2007 was RMB1,056.2 million, representing
an increase of 11.4% over the same period of the last financial year.
The ratios of EBIT and EBITDA to revenue were 20.5% and 23.9%
respectively.

The Group’s finance costs decreased by 24.3% to RMB64.6 million
in the six months ended 31 December 2007 from RMB85.3 million
in the same period of the last financial year. To fund the expansion
of production capacity, additional borrowings were raised during
the period under review and led to increase in interest on bank
borrowings from RMB92.8 million to RMB170.4 million. The
increase in the Group's interest on bank borrowing was partly offset
by the exchange gains of foreign currency borrowings attributed by
continuous appreciation of RMB during the period under review as
a result of the increase in the proportion of foreign currency loans
under the Group'’s loan portfolio currency mix optimization efforts
during the six months ended 31 December 2007.

Basic earnings per share for the two six-month period ended
31 December 2007 and 2006 were RMB0.25 and RMB0.23
respectively. The directors have proposed an interim dividend of
RMB1.68 cents per share, with a total of approximately RMB72.1
million.

Working Capital

The level of inventory as at 31 December 2007 increased by 4.2%
to RMB1,565.9 million from RMB1,502.5 million at 30 June 2007.
Inventories mainly comprised recovered paper, pulp and other raw
materials of approximately RMB1,185.4 million and finished goods
of approximately RMB380.5 million.

The turnover days for raw materials and finished products were
42 days and 14 days respectively during the six months ended
31 December 2007, compared to 35 days and 11 days in the
corresponding period of the last financial year.
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The trade receivables and bills receivable as at 31 December 2007
were RMB2,215.3 million, increased by 25.1% from RMB1,770.4
million at the end of financial year 2007. The turnover days for trade
debtors were 60 days, compared to 42 days in the corresponding
period of the last financial year. The increase in trade debtors
was mainly due to increase in receivables generated upon the
completion of ramp up of PM12 & 13 in December 2007. As at 31
December 2007, the trade receivables with age less than 60 days
accounted for approximately 96.5% of the total trade receivables.

The trade payables and bills payable decreased by 3.2% to
RMB1,034.7 million as compared to the corresponding figure at
30 June 2007. Given the Group’s advantage in obtaining favorable
financing costs relative to its suppliers, creditors’ turnover days was
shortened to approximately 37 days, comparing to 46 days of the
same period of the last financial year.

Liquidity and Financial Resources

The working capital and long-term investment funding
requirements of the Group during the period under review
was primarily satisfied by the Group’s operating cash flows and
borrowings.

The Group’s net cash inflow from operating activities for the
reported period decreased from RMB885.3 million in the same
period of the last financial year to RMB475.9 million. The decrease
was attributable primarily to the changes in working capital, mainly
from the increase in period end trade receivables and inventories
due to increase in operation scale, and the increase in the payment
of income tax and interest during the period under review. In terms
of the Group’s available financial resources as at 31 December 2007,
the Group had bank and cash balances of RMB954.4 million and
total undrawn bank loans and overdraft facilities of RMB5,866.1

million.

As at 31 December 2007, the shareholders’ funds were
RMB12,248.9 million, an increase of RMB736.0 million from that as
at 30 June 2007. The shareholders’ fund per share increased by 6.3%
from RMB2.68 to RMB2.85.
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The Group had outstanding bank loans and borrowings as at 31
December 2007 of approximately RMB8,978.0 million. The short-
term and long-term borrowings amounted to RMB2,218.2 million
and RMB6,759.8 million respectively, accounting for 24.7% and
75.3% of the total borrowings respectively. As at the end of the
period, more than 97.0% of the Group’s debts were on unsecured
basis.

The net borrowings to equity ratio for the Group as at 31 December
2007, expressed as a percentage of net borrowings of RMB8,023.6
million and shareholder’s equity of RMB12,248.9 million, was
increased to 65.5% from 42.4% as at 30 June 2007, due to draw
down of bank loans to fund the capital expenditure requirements of
the Group.

Treasury Policies

The Group has established treasury policies with the objectives of
achieving effective control of treasury operations and of lowering
cost of funds. Therefore, funding for all its operations and foreign
exchange exposure have been centrally reviewed and monitored at
the Group level. To manage the Group’s exposure to fluctuations
in exchange rates and interest rates 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 into any
derivative contracts for speculative activities.

The treasury policies followed by the Group aim to:

(a) Minimise interest risk

This is accomplished by loan re-financing and negotiation.
The Board closely monitors the Group’s loan portfolio
and compares the loan margin spread under its existing
agreements against the current borrowing interest rates under
different currencies and new offers from banks.

During the six months ended 31 December 2007, the Group
executed new RMB short-term financing bills in China to
refinance those parts of the loan portfolio drawn down under
previous loan agreements at higher interest rates.
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(b)  Minimise currency risk

In view of the continued strengthening of the RMB, the
Group has contracted new bank loans in US$ or HK$ for its
subsidiaries in China to the extent allowable.

As at 31 December 2007, total foreign currency borrowings
amounted to the equivalent of RMB4,392.2 million and RMB
loans amounted to RMB4,585.8 million, representing 48.9%
and 51.1% of the Group’s borrowings respectively. It is the
policy of the Group to increase the proportion of foreign
currency borrowings in anticipation of the further appreciation
of RMB.

With the fast development of the bond market in China,
Dongguan Nine Dragons Paper Industries Limited
(“Dongguan Nine Dragons”), a subsidiary of the Company,
has issued two RMB short-term financing bills of RMB400.0
million each on 18 September 2007 and 23 October 2007
with annual interest rate of 5.25% and 5.90% respectively.
The purpose of the financing bills is to finance the working
capital of Dongguan Nine Dragons. With the issuance of short-
term financing bills, the Group has successfully explored a new
fund raising channel, China’s bond market, with the benefits
of relative lower funding cost, sizeable market and higher
efficiency as compared to traditional short-term bank loans.

The Group has satisfactorily complied with all covenants under
its borrowing agreements.

Capital Expenditures

The Group invested approximately RMB3,740.2 million for the
construction of factory buildings, purchase of plant and machinery,
and equipment during the six months ended 31 December 2007,
as compared to RMB2,877.5 million in the same period of the last
financial year. These capital expenditures were fully financed by
internal resources and debts.



ExABERIAREE

AEBBERRKE TFHBRERBROARE
15,683.58 & TN EREIRIR @ PAE — 18
MHSEERRDEMEFPHTRABE -

—EELFE+ - A=+—08 AEEH
BRI EAEFZADEBERITAON
AR#10,058.08 &7t R E I 4B RER
HBmEBEEHENARES62558E T ° N
FEAREETERRBERAEBER -

R-ZEELF+_A=1+—H  XA&EH
WHEERKABE °

Capital Commitments and Contingencies

The Group expected to further invest approximately RMB15,683.5
million on capacity expansion in the coming few years for the
purposes of further extending the market reach and meeting the
various needs of customers.

The Group made capital expenditure commitments mainly for
machinery of approximately RMB10,058.0 million, which were
authorized but not contracted, and approximately RMB5,625.5
million, which were contracted but not provided for in the financial
statements, as at 31 December 2007. These commitments were
mainly related to the expansion of the Group’s production capacity.

As of 31 December 2007, the Group had no material contingent
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 six-month period ended 31 December 2007, the
Company followed the principles and complied with all 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
to the Listing Rules as its code. Specific enquiries have been made
with all directors, who have confirmed that, during the period under
review, they were in compliance 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 By-laws of the Company.

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. Liu and Mr. Zhang.
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The functions of the Remuneration Committee include making
recommendations to the Board on the remuneration policy and
practices and establishing recruitment policies that enable the
Company to recruit, retain and motivate high-calibre staff to
reinforce the success of the Company and create value for our
shareholders.

In addition, the Remuneration Committee supervises and enforces
the Pre-IPO 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 meets 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, together with the Company’s
management and its external auditors, PricewaterhouseCoopers,
have reviewed the accounting principles and practices 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.
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The unaudited condensed consolidated interim financial report
has been reviewed by the Company’s Audit Committee and the
Company’s auditors, 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.

The Risk Control Committee is formed by the Supervision
Department, Finance Department and Group Management
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 maintaining contact with external auditors for
maintaining the quality of the Group's internal control system.
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The Board has resolved to recommend payment of an interim
dividend of RMB1.68 cents (equivalent to approximately HK1.84
cents) per share for the six-month period ended 31 December 2007,
which is expected to be payable to shareholders by post on or about
21 May 2008. The dividend will be payable to the Shareholders
whose names appear on the Register of Members of the Company
at the close of business on 15 April 2008. The translation of RMB
into Hong Kong dollars is made at the exchange rate of HK$1.00 to
RMBO0.9111 as at 17 March 2008 for illustration purpose only. The
actual translation rate for the purpose of dividend payment in Hong
Kong dollars will be subject to exchange rate at the remittance date.

The Register of Members of the Company will be closed from 16
April 2008 to 18 April 2008, both dates inclusive, during which
period no transfer of shares will be registered. In order to qualify for
the interim dividend, all transfer documents accompanied by the
relevant share certificates must be lodged with the Company’s Hong
Kong branch share registrar, Tricor Investor Services Limited, at 26th
Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong
for registration not later than 4:00 p.m., 15 April 2008.
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Directors’ and Chief Executive’s Interests and Short

Positions in Shares, Underlying Shares and Debentures of

the Company and Its Associated Corporation

As at 31 December 2007, the Directors and chief executive of the
Company and their Associates had the following interests and short

positions in the shares, underlying shares and debentures of the

Company and its 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:

(A)

0]

LiE§2

Interests in the Company

the Shares of the Company

The table below sets out the aggregate long positions in the

Shares and underlying shares of the Directors and the chief

executive of the Company as at 31 December 2007.

Number of Shares

B o

B AR
EEp Personal
Name of Directors Interests
R Ms. Cheung 3,384,663
i M. Liu 3,382,836
REE Mr. Zhang 2,362,964
SRRt Ms. Gao Jing 100,000
ERLZLT  Ms. Tam Wai Chu, Maria 233,334

EMA%E M Chung Shui Ming,
Timpson 20,334
EEHEE LT Dr. Cheng Chi Pang =

RBERHBA
(RERENS)

Number of underlying shares
(in respect of share options)

RikHER NRER AR
Family Corporate Personal
Interests Interests Interests
3,382,836  2,990,520,000 55,038,652
3,384,663  2,990,520,000 55,031,348
— — 50,951,857

67,000 — 400,000

— — 933,336

— — 933,336

— — 1,166,670

BT
Family
Interests

55,031,348
55,038,652

1,600,000

Bk
Approximate

4% percentage of

Total

3,107,357,499
3,107,357,499
53,314,821
2,167,000
1,166,670

953,670
1,166,670

shareholding

72.36%
72.36%
1.24%
0.05%
0.03%

0.02%
0.03%
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(1)  Best Result & #% #5745 2,990,520,000 %
KA & B o Best Result & 3 17 f& A&
3R Z £ LA YC 2006 QuickGRAT HJ{Z
£ A & 19 % HSBC Bank USA - National
Association A YC 2006 QuickGRAT 17
BEFAFHIFEEH34.516% + I H R
TEEFH2.557% A RBARL LR
H g 1% 21 5t & LA MCL Living Trust #915
A RFEFRIEFEA F 1D & Bank of The
West LA MCL Living Trust {555 A & {345
F#937.053% ° Bt - REFHFRHPE
fEPIEXVE  RX T RBEEZT AR
B Best Result AT A D B4R ©
2 BELFMAERESER-STAEF
FR AR M T &1 5% 1 A0 R AR R B B A
T (i) B
(i) AREZIBRE (ii)
(1) LA S )
RS E A BB - AR 4R T AT A AR A
FrElMARITE 2 EREFBEOT ¢
R-BELF
tA—-H
03
AERA Balance as at
Grantees 1 July 2007
i)y EB i) Directors
wxt (Ai23) Ms. Cheung (note 3) 13,538,652
BKE (H1:23) M. Liu (note 3) 16,914,184
RAE Mr. Zhang 9,451,857
SERT Ms. Gao Jing 400,000
EBEEZT Ms. Tam Wai Chu, Maria 933,336
BIRALE Mr. Chung Shui Ming,
Timpson 933,336
BEMEEL Dr. Cheng Chi Pang 1,166,670
N Sub-total: 43,338,035
i)y EERHM ii) Employees and others 38,048,336
At Total: 81,386,371

Notes:

(M

(@)

Best Result directly held 2,990,520,000 Shares in the Company. The
issued share capital of Best Result is held as to approximately 34.516%
by Ms. Cheung as the trustee and HSBC Bank USA, National Association
as the administrative trustee of YC 2006 QuickGRAT, as to approximately
2.557% 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 to be interested in the Shares
held by Best Result by virtue of her or his interests in Best Result pursuant
to Part XV of the SFO.

Details of the share options granted under the Pre-IPO Share Option
Scheme and 2006 Share Option Scheme are set out in Part (ii) below.

the underlying shares of the Company

the Pre-IPO Share Option Scheme
Details of the options outstanding under the Pre-IPO Share
Option Scheme during the six-month period are as follows:

ERERE
Number of share options
R-ZBLF

+=A=t-AH BAER
REATE REREHE REREX ke Bk
Exercised Cancelled Lapsed Balance as at Approximate
during during during 31 December percentage of
the period the period the period 2007 shareholding
— — — 13,538,652 0.315%
(3,382,836) — — 13,531,348 0.315%
— — — 9,451,857 0.220%
— — — 400,000 0.009%
— — — 933,336 0.022%
— — 933,336 0.022%
— — — 1,166,670 0.027%
(3,382,836) — — 39,955,199 0.930%
— — — 38,048,336 0.886%
(3,382,836) — — 78,003,535 1.816%
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Notes:

©) All options under the Pre-IPO 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-IPO Share Option Scheme will be entitled to exercise:

0] up to 20% of the Shares that are subject to the option so granted
to him/her (rounded down to the nearest whole number) at any
time during the period commencing on the 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;

(ii) 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;

(iii)  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

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

3) Mr. Liu is the spouse of Ms. Cheung. Therefore, Ms. Cheung is deemed to
be interested in the Shares subject to the share options granted to Mr. Liu
and Mr. Liu is deemed to be interested in the Shares subject to the share
options granted to Ms. Cheung.

Save as disclosed above, no option was granted, cancelled or lapsed
under the Pre-IPO Share Option Scheme during the six-month
period ended 31 December 2007.



2 ==

TREBEREE &)

JINVAN 1IﬂHHFEJ RE_ZTTREE
A AT 813 B M R TTE 2 BB A

Er‘]f

EBA

Grantees

£z

Rt
%L
REE

ER

BaAR

R-ZELE
tA-H
ik
Balance as at
1 July 2007

Directors
Ms. Cheung 41,500,000
Mr. Liu 41,500,000
Mr. Zhang 41,500,000
Total: 124,500,000
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2006 Share Option Scheme
Details of options granted and outstanding under the 2006
Share Option Scheme during the six-month period:

BREYE
Number of share options
R-BELHE

+=A=+-8 AR
REATE REREHE RERER & 85 Bk
Exercised Cancelled Lapsed Balance as at Approximate
during during during 31 December percentage of
the period the period the period 2007 shareholding
— — — 41,500,000 0.966%
— — — 41,500,000 0.966%
— — — 41,500,000 0.966%
— — — 124,500,000 2.898%

* The issued share capital of the Company was 4,294,034,865 as at 31
December 2007.

Notes:

1. The exercise price of 2006 Share Option Scheme is HK$9.8365 per Share,
being about 3% premium to the higher of the closing price of the Shares
on 26 October 2006, the date of the meeting of the Board to 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.

2. The share options granted under 2006 Share Option Scheme will have a

maximum term of five years.

3. Ms. Cheung, Mr. Liu and Mr. Zhang have been granted Pre-IPO Share
Options for 16,923,315 Shares, 16,914,184 Shares and 11,814,821
Shares respectively, each of them of which when aggregated with the
options granted under the 2006 Share Option Scheme were exceeded
1% of the issued share capital of the Company within a 12 month period.
Such further grant had been separately approved by the Shareholders at
the special general meeting in 2006.

4. The exercisable of the share options is subject to the achievement of

the performance targets of profit. 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
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is calculated based on the net profit of the Group for FY2006 which
excludes the interest income of the Company derived from the over-
subscription of the shares during the Pre-Listing Initial Public Offering
in March 2006 (“Net Profit FY2006”). The performance targets 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 Particular Period will be
exercised.

The performance targets are as follows:

Performance target of profit

POR BB RMREFEMEF 2135%
Not less than 135% of the Net Profit FY2006
NORZBTRNMERFE LT 2170%
Not less than 170% of the Net Profit FY2006
TR T TN BREE MR 2 205%
Not less than 205% of the Net Profit FY2006
TR Z TR R EE E M F 2 240%
Not less than 240% of the Net Profit FY2006
NORZBTRNMERFE LT 2275%
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 been met the targets
for each of the relevant years.

Save as disclosed above, no any other options were granted,
cancelled or lapsed under the 2006 Share Option Scheme
during the six-month period ended 31 December 2007.
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Ms. Cheung

Elbiea
Mr. Liu
RIELE
Mr. Zhang

EXEA)EBEFTHEENEBERS

9 0 75 2 RS EL AR I AR o B
78 o

B EXFIEEEN R LF
+=ZA=+—H AXQ2FAZESE
FETHAB R BEENHEAL
(ERRFHREE GO EXVE)#H
YR N A | o H (A AR B A B /Y
B - #E B8 R (0 2 B 2 1 1A 4 25 2k
wEMmELRIBIEE S KBS
FEI2HFATHENEZMA - 3
RIFFETABAEARRA R REER
Fff o

REFFRPEGRIEATRENETER
REZRAR

R-ZEZLF+-_A=+—8 REX
7 R EIERBIE 336158 T RiF Bt
& THAL(RRAEFTHTIETH
ABBRINBEARRETERR(EZR £

(B) Interests in the Associated Corporation — Best Result

¥ 5 Best Result AR

ERTEBERHE Bk

No. of issued Approximate

g4 ordinary shares percentage of

Capacity held in Best Result shareholding

BEREXFEA 34,516 34.516%
Beneficiary of a trust

BB A 2,557 2.557%

Beneficiary Owner

EREXEmA 37,053 37.053%
Beneficiary of a trust

EREXEA 25,874 25.874%

Beneficiary of a trust

All the interests disclosed in sections (A) and (B) above
represent long positions in the Shares of the Company or the
associated corporation.

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
2007, 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 to the Model Code.

Interests and Short Positions of Substantial Shareholders
Discloseable under the SFO

As at 31 December 2007, as recorded in the register required
to be kept by the Company under Section 336 of the SFO, the
following persons, other than the Directors or chief executives of the
Company, were the substantial shareholders (within the meaning of
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the Listing Rules) of the Company and had the following interests or
short positions in the Shares or underlying shares of the Company:

BREERT R I:I:
13 & B Approximate

728 227 No. of issued  percentage of
Name Capacity Shares shareholding
Best Result (4772) EXEAA 2,990,520,000 69.64%

Best Result (Note 2)

HSBC Bank USA, National Association
HSBC Bank USA, National Association

Bank of the West (#7:72)
Bank of the West (Note 2)

=R

()

(@)

MAT ARG BIFR -

Best Result & # # 5 2,990,520,000 f% A8 2 7]
f% {7 ° Best Result £ %% 17 f% 28 B 5k 22 4= BAYC
2006 QuickGRAT #J1{= 7t A & {5 & HSBCBank
USA, National Association LA YC 2006
QuickGRAT TEUEFEA & 190155 4934.516% -
WKL THEL2557%  UEAKRLE R
H i 18 2 5% 4 LA MCL Living Trust 811558 A &
K5 BI{5 5L A & 19 & Bank of The West LA MCL
Living Trust 15 5E A & 5 £ 5 £937.053% ©

BREXPHIWmEEIN R_FTLF+

A

=+—B AR ﬂﬂzﬁﬁﬁx,_ﬁgﬂﬁi\

MALT(RRREMEZHETRBITRAR
BRON A AR B G KA KD R

5%

EMBRRRIEEZ LB RIS

3BT R BT ERMA °

BE _ZTLF+_A=t—HLEXRAE
A ARBREEAMBEARMEEE
HEHXBEBOARRF R EHES -

Beneficial Owner

YC2006 QuickGRAT 1= 5E A 2,990,520,000 69.64%
Trustee of YC2006 QuickGRAT

Trustee of MCL Living Trust 8115 75 A 2,990,520,000 69.64%
Trustee of MCL Living Trust

Notes:
m All of the above interests are long positions.

2 Best Result directly held 2,990,520,000 Shares in the Company. The issued share
capital of Best Result is held as to approximately 34.516% by Ms. Cheung as the
trustee and HSBC Bank USA, National Association as the administrative trustee of
YC 2006 QuickGRAT, and as to approximately 2.557% 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.

Save as disclosed above, as at 31 December 2007, 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
interests 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.

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company'’s listed securities for the six-month
period ended 31 December 2007.
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B 5
Note
ASSETS
Non-current assets
Property, plant and equipment 4
Land use rights 4
Intangible asset 5
Total non-current assets
Current assets
Inventories 6
Trade and other receivables 7

Derivative financial instruments
Restricted cash 8
Bank and cash balances

Total current assets

Total assets

EQUITY
Capital and reserves
attributable to equity holders
of the Company
Share capital 9
Other reserves 10
Retained earnings
— Proposed dividend
— Unappropriated retained earnings

Minority interests

Total equity

—EELF

+=A=+-8

31 December

2007
REER

(Unaudited)

ARBT R
RMB’000

17,321,208
1,094,758
146,694
18,562,660
1,565,866
2,806,520
5,483
262,719
691,653

5,332,241

23,894,901

6,191,767
1,190,111

72,140
4,794,915

12,248,933

147,482

12,396,415

—EFETLF
~NA=1+H
30 June 2007
BEZ
(Audited)
ARBET T
RMB’000

13,802,727
949,259
146,694

14,898,680

1,502,509
2,188,107

24,900
1,748,224

5,463,740

20,362,420

6,179,161
1,056,189

429,065
3,848,519

11,512,934

123,084

11,636,018
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B 5%
Note
LIABILITIES
Non-current liabilities
Deferred government grants 11
Borrowings 12
Deferred income tax liabilities
Total non-current liabilities
Current liabilities
Derivative financial instruments
Trade and other payables 11
Current income tax liabilities
Borrowings 12

Total current liabilities

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liabilities

—EELHF

+=A=+-~8

31 December

2007
REEZ
(Unaudited)
AR®T R
RMB’000

16,934
6,759,815
346,013

7,122,762

7,750
2,102,739

47,037
2,218,198

4,375,724

11,498,486

23,894,901

956,517

19,519,177

consolidated interim financial information.

—ETLF
~NA=1+H
30 June 2007
LEZ
(Audited)
ARETT
RMB’000

17,215
4,088,927
281,746

4,387,888

7,417
1,766,599

21,416
2,543,082

4,338,514

8,726,402

20,362,420

1,125,226

16,023,906

The notes on pages 61 to 88 form an integral part of this condensed



RBEZX
Unaudited
BE+-BA=+—HLEXEA
Six months ended
31 December

—EELHF ZTEERF
2007 2006
Bt 5% AR® T ARBT T
Note RMB’'000 RMB’000
HERH Sales 13 6,690,409 4,638,469
EEEmAAR Cost of goods sold 15 (5,114,195) (3,434,528)
EF Gross profit 1,576,214 1,203,941
H b Yas OF58) Other gains (net) 14 125,142 148,913
85 & N T 35 HE B R AR Selling and marketing costs 15 (144,419) (96,847)
TR Administrative expenses 15 (287,241) (140,523)
KERF Operating profit 1,269,696 1,115,484
Bl & A AR Finance costs 16 (64,562) (85,278)
R P 45 Bt A 2 R Profit before income tax 1,205,134 1,030,206
FT 5 8t 5 X Income tax expense 17 (126,452) (54,955)
FEFEERF Profit for the period 1,078,682 975,251
LR AL : Profit attributable to:
RRARERFTEAA Equity holders of the Company 1,056,163 948,062
DEAR R Minority interests 22,519 27,189
1,078,682 975,251
KRB EEFRA Earnings per share for profit
BiEBANNEREF attributable to equity holders
(A BRA B ¥ ET) of the Company
(expressed in RMB per share)
— B — basic 18 0.25 0.23
—#s — diluted 18 0.24 0.22
gy Dividend 19 72,140 65,585

F61ESBAMMWESBALRE T MY
BROERE D

The notes on pages 61 to 88 form an integral part of this condensed
consolidated interim financial information.



RSB
Unaudited

ARAFEBIHEAEM
Attributable to equity holders
of the Company

D
R A HAitfE 5 REEF BRR & Ch
Other Retained Minority
Share capital reserves earnings interests Total
ARBTR ARBTR AR%®TR ARETRT AR%Txn
RMB’000 RMB’000 RMB’000 RMB’000 RMB’'000
R=ZZTZXFELtA—HIEE Balance at 1 July 2006 4,141,291 902,006 2,498,107 94,913 7,636,317
FEEAF Profit for the period — — 948,062 27,189 975,251
(824 Transfer — 48,910 (48,910) = =
BE_ZTT F~A=TH Final dividend for the year
EEEzRBRKRE ended 30 June 2006 — — (94,937) — (94,937)
RTEFRESNBERE Share options granted to
directors and employees — 16,419 — — 16,419
R=—ZZXF+=-A=+—H Balance at 31 December
HY 45 &R 2006 4,141,291 967,335 3,302,322 122,102 8,533,050
R=ZZtFtA—HINEE Balance at 1 July 2007 6,179,161 1,056,189 4,277,584 123,084 11,636,018
FEEAF Profit for the period — — 1,056,163 22,519 1,078,682
(824 Transfer — 37,289 (37,289) = =
BE-ZT+E R A=TH Final dividend for the year
EFEz Rk E ended 30 June 2007 — — (429,403) — (429,403)
) 4 SRR & B 5 Partial disposal of equity
LN o X interests in certain
subsidiaries
to minority shareholders — — — 1,879 1,879
RTEXERESNERE Share options granted to
directors and employees — 103,531 — — 103,531
I AR 5t 2 Exercise of share options 12,606 (2,573) = = 10,033
EHBmEEE Currency translation
differences — (4,325) — — (4,325)
R=ZZTtHF+=-A=+—H Balance at 31 December
i & &R 2007 6,191,767 1,190,111 4,867,055 147,482 12,396,415

F61E8BANMEAMALRE T BB
BEROBBAD -

The notes on pages 61 to 88 form an integral part of this condensed
consolidated interim financial information.
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REXBHBRAS
ENAEHR
ENFEER

KETTEMEIREFE

Cash flows from operating activities

Profit for the period
Adjustments for:

Income tax expense

Depreciation

Amortisation

Negative goodwill recognised

Loss on disposal of property,
plant and equipment

Share options granted to directors
and employees

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

Finance cost

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

Interest income

Exchange losses on bank and
cash balance

Operating profit before working
capital changes
(Increase)/decrease in inventories
(Increase)/decrease in trade

and other receivables
Increase/(decrease) in trade
and other payables

Cash generated from operations
Income tax paid
Interest paid

B 5
Note

17

10

14

14
14

Net cash generated from operating activities

RIEE R
Unaudited
BE+-—A=+—HLAMEA
Six months ended
31 December

—EFLF

2007
AR®T R
RMB’'000

1,078,682
126,452
214,682

11,085
(56,840)

103,531

19,750
64,562

1,879
(4,138)
32,865

1,592,510

(59,405)
(861,414)
97,834

769,525
(42,490)
(251,126)

475,909

ZETRF
2006

AR T
RMB’000

975,251
54,955

169,370
6,529

6,332

16,419

96,578

(13,918)

1,311,516
64,557

233,376
(622,517)
986,932

(5,021)
(96,571)

885,340
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B 5
Note

Cash flows from investing activities

Acquisition of subsidiaries,
net of cash acquired 21
Purchase of property,
plant and equipment
Payment for acquisition of land use rights
Proceeds/(payment) for disposal
of property, plant and equipment
Proceeds from disposal of
land use rights
Cash advances made to related parties
Cash receipts from repayments of cash
advances to directors
Interest received

Net cash used in investing activities

REMELTHNELKE Cash flows from financing activities

F& 1 316 & 3K
EEER
BERBFHESE
ERNRN/NEIE: ¥4
FAEABR
ENDBEREE
17150 B8 A 5t &)

MEEBE,
(AR FHE

Proceeds from borrowings
Repayments of borrowings
Government grants received
Dividend paid to equity holders

of the Company
Dividend paid to a minority shareholder
Exercise of share options

Net cash generated from/(used in)
financing activities

SBITRBEEEE L EHE Net decrease in bank and cash balances

HAR1T K
R R
RITRBHEHW
ERBX

MARTRREEEH

F61E8BHA MM E A ALRE T MY

AROERBLH -

60

Bank and cash balances at beginning
of the period

Exchange losses on bank and
cash balances

Bank and cash balances at end of the period

RBEZX
Unaudited

BEt+=-A=+—HILA~MHEA

Six months ended
31 December

—sEtsE

2007
ARMF T
RMB’'000

2

(3,511,172)
(110,344)

3,337

(12,294)

4,138
(3,626,333)
5,924,080
(3,425,848)

47,856
(429,403)

10,033

2,126,718
(1,023,706)
1,748,224

(32,865)

691,653

consolidated interim financial information.

—ETRF
2006
AREET T
RMB’000

(2,591,916)
(163,312)

(425)

26,981
(10)

2,191
13,918

(2,712,573)
4,068,071

(4,097,834)

(94,937)
(5,000)
(129,700)
(1,956,933)
2,816,660

(11,300)

848,427

The notes on pages 61 to 88 form an integral part of this condensed
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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 (together 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 17 March 2008.

Basis of preparation

This condensed consolidated interim financial information for
the six months ended 31 December 2007 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 2007.
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The accounting policies and methods of computation used in
the preparation of this interim financial report are consistent
with those used in the annual financial statements for the year
ended 30 June 2007, except for changes in accounting policies
made thereafter in adopting the following new standards and
interpretations to existing standards which are effective for the
Group'’s accounting periods beginning on or after 1 July 2007:

HKFRS 7 Financial Instruments: Disclosure

HK(IFRIC) - Int 10 Interim Reporting and Impairment

HK(IFRIC) - Int 11 HKFRS 2 Group and Treasury
Share Transactions

The adoption of these accounting standards has no impact on
the Group's results of operations.

The following new standards have been issued but effective for
annual periods beginning on or after 1 January 2008 and have
not been early adopted by the Group:

HKAS 1 (Revised) Presentation of Financial Statements
HKAS 23 (Revised) Borrowing Costs

HKFRS 8 Operating Segment

HK(IFRIC) - Int 12 Service Concession Arrangements

HK(IFRIC) - Int 13 Customer loyalty programmes

HK(IFRIC) - Int 14 HKAS 19 — The limit on a defined
benefit asset, minimum funding
requirements and their interaction



B E EE AT E & E#E A BB R The Group is currently in the process of assessing the impact

Mz LR ETAE R - EAERHE ET AN of application of these new standards, amendments and
REUHAEEVBRROTE - interpretations to existing standards that will have on the

Group’s financial statements in the period of initial application.

R®&E
T e A Property,
Land use plant and

rights equipment
AR®T ARBTR

RMB’000 RMB’000
BE-ZZEAE Six months ended 31 December 2006
t-ZA=t+—HILAEA
—ZEZXRFEtLtHA—HHYIKRMEE Opening net book amount
as at 1 July 2006 592,125 8,625,486
NE Additions 106,499 2,877,468
i (= Disposals — (5,907)
my MERX Amortisation/depreciation charges (6,529) (163,681)
—EEXRFt+=ZA=t+—8H Closing net book amount
HA 4% BR T (B as at 31 December 2006 692,095 11,333,366
BZ-_Z2ZF+tH+=-H=1+—H Six months ended 31 December 2007
1718 A
—ZEEt+tFtA—H Opening net book amount
Hi ¥ BR E (B as at 1 July 2007 949,259 13,802,727
NE Additions 93,454 3,740,182
U BB it 8 A 7] (I 3E21) Acquisition of a subsidiary (note 21) 63,130 270
H & Disposals — (3,337)
B WERX Amortisation/depreciation charges (11,085) (218,634)
—EEtLtF+-A=+—8H Closing net book amount

H AR BREE as at 31 December 2007 1,094,758 17,321,208
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(a)

(b)

©

(d)

RZZTZE+L+=A=+—8
$%IEE%@$%%F¢W
FRAENEEFESNEMF
B ZETHMERAENRER
BH A AR®195674,000 7T
(ZZEZEFA=+H: A
K #182,366,0007C) ° &N A A
BEERAE  TEBBEESER
B BUHAE A SkE F Z 5 L
FA#E -

RZEELF+ZA=+—
H AEESEEEOARE
5,408,000 T (ZZEZtF X A
=+H : AK%S5,200,0007T)
WETYE BERZE A
EERAEERAEANRITE
F(PFEEE12) ©

RZEELtF+=ZA=+—
B "REBEBMUKAR AR
32,525,000 (= F ZE XF X
A=+H : AR#¥32,244,000
JO)EEE TIEF - WE BE
LAIR & 2 =X 38 DR A 4B A R
& BER ELMEFREK
AN A BB < (K
FE11(b)) °

BE_ZTLtF+_RA=+—
HiEAEAR r AEEREBE T
e B RS E MRS R Bm
ESEEGEMSHARKE
15,579,000 ¢ (B = = T T <
F+-—A=1+—HIREA :
AR ¥ 23,693,000 7T ) N 12 (E
A R #32,277,000 T (B =
—EEXRE+-_A=+—HI
ANEA:E)  ZEREET
EREBHEBRFZERNRENAE
RABR o

(@

(b)

©]

(d)

As at 31 December 2007, the Group is in the process
of applying for the title certificates for certain of its
land use rights with an aggregate carrying value of
RMB195,674,000 (30 June 2007: RMB182,366,000).
The directors of the Company are of the opinion that the
Group is entitled to lawfully and validly occupy or use
these land use rights.

Certain property, plant and equipment of the Group with
carrying values of approximately RMB5,408,000 as at
31 December 2007 (30 June 2007: RMB5,200,000) had
been pledged for bank borrowings of the Group (note
12).

As at 31 December 2007, the Group has constructed
certain buildings at cost of RMB32,525,000 (30 June
2007: RMB32,244,000) and relevant government grants
in form of cash has been received and deducted from the
cost of additions to buildings above (note 11(b)).

During the six months ended 31 December 2007,
the Group has received enterprise income tax credit
of RMB15,579,000 (Six months ended 31 December
2006: RMB23,693,000) and value added tax refund of
RMB32,277,000 (Six months ended 31 December 2007:
nil) relating to the purchase of qualified equipment
manufactured in the PRC. The amount of credit has been
deducted from the cost of additions of the plant and
equipment.



R-EEtE+-A=+—HmE
EELEEE N RKLCEFAR
D (TRE 1) 6 7 M08 4% (8 57 377
R0 AT B E R AR~
TR A— B AN E A
AR R FEEAFEENZEZSE -

REMRD A FEERAEEMK
BHBARABMANFEERFE
B DRBEIAEMRETEE
AfEERBRAB(THRH DR =
ETERFE— A - BETHRBEF
HEE - -Hit mEIDEBEHAK
BIBARMBMNENERS AR
ETWREERREHNEEAREHF
Xz i 2 R ARAE -

REREHR-_FTLFAA=+
AM B  EERABARR
SETLEF-ASH—AWEE
A L EL 5 HR AL (LR 48

RS At cost:
=& Raw materials
PX &R Finished goods

Intangible asset as at 31 December 2007 represents
goodwill, being the excess of the fair value of the shares of
Zhang'’s Enterprises Company Limited (“Zhang’s”) issued in
consideration of acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired subsidiaries
on 1 January 2005.

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

The directors do not consider that a provision for impairment
in the carrying amount of the goodwill as at 31 December
2007 is necessary based on the business valuation carried out
by Vigers as at 30 June 2007.

—EBLHF
+=HA=+—H —ETLF
31 December NA=1H
2007 30 June 2007
AR® T AREET T
RMB’'000 RMB’000
1,185,387 1,219,399
380,479 283,110
1,565,866 1,502,509
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7. BWEFERARHEMEWKKIE 7. Trade and other receivables
—EELE
+=A=+-8 e
31 December NA=TH
2007 30 June 2007
AR T AR T T
s veee....RMBOOO ] RMB000
KT 575 Trade receivables due from:
ZBZER
—%=7 — third parties 1,811,106 1,509,713
— B R A £ (ffiE(a) — related parties (note(a) &
PA K i £ 22(d)) note 22(d)) 100,120 33,466
1,911,226 1,543,179
W =i Bills receivable 304,069 227,235
TEAS 5B Prepayments 312,451 229,621
FE W BB A+ KT8 Amounts due from related parties
(B 5E(a) 2. 22(d)) (notes (a) & 22(d)) 12,305 76
H ftb f& U R IA Other receivables 266,469 187,996
2,806,520 2,188,107
(@) ZANEAELRR . RENER (@ The amounts due are unsecured, interest free and
EREE - repayable on demand.
by AEBRGCEEFHEMSG (b) The Group’s sales to corporate customers are entered
TZEEBHNF30E608 T into on credit terms around 30 to 60 days.
&,
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7. FE Ui EZRAKHMERRK 7. Trade and other receivables (continued)
R-ZZBZELF+_A=+—H " [E As at 31 December 2007, the ageing analysis of trade
WE ZHIB 2RI DITIAT - receivables is as follows:

—RELE
+=ZA=+-—8H —ET+EF
31 December ~NA=+H
2007 30 June 2007
AR®T T AR T
terrererseeneenssnnsnrsrrsersnrsrrsersrrsrrsrssrnsensenesnnenrss NNRECHICERN .. AT
£30H 0-30 days 1,446,461 1,158,030
31260H 31-60 days 397,711 269,387
61%90H 61-90 days 51,844 114,214
#90H Over 90 days 15,210 1,548
1,911,226 1,543,179
ERNAEBEPREZ EBMEF There is no concentration of credit risk with respect to trade
CRAEEKRE SRR ZEERR receivables as the Group has a large number of customers,
WARER o which are widely dispersed within the PRC.

8. TRHFIARE 8. Restricted cash
R-_ZEE+FE+_A=+—8 % As at 31 December 2007, the restricted cash (30 June 2007:
PR HIIR© AIEE B AEE T EAN nil) has been pledged as securities for bank borrowings (note
BTERMEFI2N(ZZEZTLFAN 12).

A=+8:#&)-
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Notes to the Condensed Consolidated
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9. KX 9. Share capital
EER
HESE
ZEREE Equivalent
LEREA Nominal nominal
Number of value of value of BARE
ordinary ordinary  ordinary Share ait
shares shares shares  premium Total
TR BRTr ARBTRT AR®TR AR¥TR
Semanassssesanasasasasananensasasananansnsasanancnsasasiiaail . HKE 00 MO AMEOO0 . MEON.
BE-ZZRE+t-A=1+-H Six months ended 31 December 2006
L7518 A
RZZEZE EFLA-BER Balances as at 1 July 2006 and
RZZTZRF+-A=+—HKEH 31 December 2006 4,150,000 415,000 431,600 3,709,691 4,141,291
HE-E2ZtH+t-A=1+-H Six months ended 31 December 2007
IER18 A
R-ZELFLA-ANEH Balances as at 1 July 2007 4,290,652 429,065 445,059 5734102 6,179,161
IfE Rt 2l Exercise of share options 3,383 338 328 12,278 12,606
“EEHETZA=T-HHEH Balances as at 31 December 2007 4,294,035 429,403 445,387 5,746,380 6,191,767

68
2007/08 H¥3% & INTERIM REPORT




ML S F H B & & A
Notes to the Condensed Consolidated
Interim Financial Information

10. Hitf#E 10. Other reserves
il ERff
Contributed Capital
surplus reserve

ARBTRT AR¥TR

RMB'000 RMB'000
(H ()
(note (a))

IR
i B
Share
options
reserve
ARMTR
RMB'000
(W3 (b))

(note (b))

©00000000000000000000000000000000000000000000000000000000000000000000000000

(note (c))

EERME
k%
BRES
Statutory
reserve and
enterprise
expansion
fund
ARBTR
RMB'000
(H3E()

By A5t
Translation Total
AR¥ETRT AR®TR
RMB'000 RMB'000

ec00c0000c0000000000 000

HE-EZAE+-A=1+-H Six months ended
ER{EA 31 December 2006
R-BEXEtA—-H Balances as at 1 July 2006 660,542 98,980 16,797 125,687 — 902,006
BEBFNE Transfer from net profit — — — 48,910 — 48,910
RTEsRkEENERE Share options granted to directors
and employees — — 16,419 — — 16,419
R-BEAE+=A=1+-8H Balances as at 31 December 2006 660,542 98,980 33,216 174,597 — 967,335
HE-EZZtH+-HA=t+-H Six months ended
EREA 31 December 2007
R-ZZt&+A—AH Balances as at 1 July 2007 660,542 98,980 107,554 188,583 530 1,056,189
EEAFFE Transfer from net profit = = = 37,289 = 37,289
RTEsREENERE Share options granted to directors
and employees — — 103,531 — — 103,531
T B R E: 2 Exercise of share options - — 2,573) = — 2,573)
SRBEER Currency translation differences — — — - (4,325) (4,325)
R-ZEtE+-fA=+-8 Balances as at 31 December 2007 660,542 98,980 208,512 205,872 3,795 1,190,111
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(a)

(b)

©

AEEBPBRIERBEEHN
Y R B B R B R AN BN R ]
ERRBABETRARENZ
B o

BREE 2EERAARIE
[RERAREEANAZEBFIEH
MEE48E54H

EERBREERRES

RIFEPBEAAEARRIKER
RASER D HERRH A A
B2 HoPBERRGEARKER
R BErRR R ERAER
10%FR &M BEREEER
BAEE  BEZARE R
BEEETMEARS0%R1E 0k
ERBESERBEIEMA
HOET - (2 RN D R]AR
FREBRHERER - pEH
RESHHEAZTE QBN
EZERE - bEERESHE
HEEERMANIAE T ERR
EIEENARARIBEBALEER
e

(@

(b)

©]

Contributed surplus of the Group represents the
difference between the share capital of subsidiaries
acquired pursuant to the Group's reorganisation over the
nominal value of the share capital of the Company issued
in exchange therefore.

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 2007 are set out on
pages 48 to 54.

Statutory reserve and enterprise expansion fund

In accordance with relevant rules and regulations in
the PRC and the articles of association of certain PRC
companies within the Group, certain PRC companies
are required to transfer 10% of their profit after taxation
calculated under PRC accounting rules and regulations
to the statutory reserve fund, until the accumulated
total of the fund reaches 50% of their registered
capital. The statutory reserve fund can only be used
upon approval by the relevant authority, to make
good of previous year’s losses or to increase the capital
of respective companies. The appropriation to the
enterprise expansion fund is solely determined by the
board of directors of the PRC companies. The enterprise
expansion fund can only be used to increase capital of
respective companies or to expand their production
operations upon approval by the relevant authority.



+t=ZA=+—H e S
31 December ~NA=+H
2007 30 June 2007
AR®T T ARBTT
RMB’000 RMB’000
FEAE T 3% 75 Trade payables due to:
ZEBHRN
—F=h — third parties 672,060 570,649
— BB AL — related parties
(B 5E(a) & 22(d)) (notes (a) and 22(d)) 346,642 420,564
1,018,702 991,213
e Bills payable 16,000 77,300
mE P BB RSE Deposits from customers 126,527 90,411
H h fE 5 ;UIE Other payables 856,463 515,368
e B TR A Staff welfare benefit payable 56,710 40,343
st E A Accrued expenses 45,271 69,179
2,119,673 1,783,814
W ETAERBDEEN Less: Other payables included
H {th &S R E in non-current liabilities
BB/ € Deferred government grants
(Bt 5 (b)) (note (b)) (16,934) (17,215)
2,102,739 1,766,599
(a) BRERELT  RERAR (@) The amounts due are unsecured, interest free and

e v
EREE -

—EERLF

repayable upon demand.

(b) 7R&E B WER U B 8 2 1
REPAEEREE - HEI
Hn 5 XK ERE RIEFH
e - AEAKRK49,459,000
T RZZEZTELF+ A
=+—B FXEEEHAAR
# 32,525,000 7T i 2 i 5 (K
5E4(c)) °

(b)

The Group has received grants amounted to
RMB49,459,000 from the government authority as
assistance to the Group for purchases, construction or
otherwise acquisitions of plant and buildings. As at 31
December 2007, the Group has utilised an amount of
RMB32,525,000 to acquire certain buildings (note 4(c)).
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M. EFEZRIAREMGEMSR 11.
(%)

R-ZBZLF+_A=+—HB " &
NESERRZEESNOT :

Trade and other payables (continued)

The ageing analysis of trade payables as at 31 December 2007
is as follows:

—EELHF

t=A=+-H —ETLF

31 December ~NA=+H

2007 30 June 2007

ARET R ARET T
tereereeraetacensenseeseensensensenssnssaseansassasnssnnensecses PR ... FLECE.

0%90H 0-90 days 992,060 949,693

91%180H 91-180 days 8,378 9,536

181%365H 181-365 days 4,154 27,141

#1365 A Over 365 days 14,110 4,843

1,018,702 991,213
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12. X 12. Borrowings
—EBLF
+=A=+-—8H e S
31 December ~NA=TH
2007 30 June 2007
AR T AR T T
teeeserasessennerasernsensesasesnsnsesnsesnsensesnsenneenseces [NNMNEEENNEEN .. ... .. RME'000
FRE Non-current
— RHIRITER — Long-term bank borrowings 6,759,815 4,088,927
RE Current
— RHRITER — Short-term bank borrowings 1,378,198 2,373,082
— REIRITER — Current portion of long-term
B HA &R 53 bank borrowings 40,000 170,000
—RURAS — Short-term financing bills 800,000 —
2,218,198 2,543,082
B Total borrowings 8,978,013 6,632,009
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R—_ZEZL+E+_A=+—H "
AR & B B & E P e b EREKR
HEHEZA AR 268,059,000 7T

Movements in borrowings is analysed as follows:

Six months ended
31 December 2006

Balances as at 1 July 2006
New borrowings
Repayments of borrowings

Exchange gain

Balances as at
31 December 2006

Six months ended
31 December 2007

Balances as at 1 July 2007
New borrowings
Repayments of borrowings

Exchange gain

Balances as at
31 December 2007

—ETHLENA=TH: AR
3,276,0007T ) (F5E4 X fff5£8)

SRITER
Bank

borrowings

AR® TR

RMB’000

4,920,776
4,068,071

(4,097,834)
(27,062)

4,863,951

6,632,009
5,124,080

(3,425,848)
(152,228)

8,178,013

Short-term
financial bills

AR®T R
RMB’000

800,000

800,000

At
Total
AR® T
RMB’000

4,920,776
4,068,071

(4,097,834)
(27,062)

4,863,951

6,632,009
5,924,080

(3,425,848)
(152,228)

8,978,013

As at 31 December 2007, borrowings of RMB268,059,000 (30
June 2007: RMB3,276,000) are secured by assets of the Group
(notes 4 and 8).



EREHAMAT - The maturity of the borrowings is as follows:
—ETLF
—EE2t¥+=-RA=+—-H ~NA=+AH
31 December 2007 30 June 2007
BITEN EHRMES RITER
Bank  Short-term &&t Bank
borrowings financial bills Total borrowings
ARBT AR®BTR AR TR ARBTT
RMB’000 RMB’000 RMB’000 RMB’000
—FR Within 1 year 1,418,198 800,000 2,218,198 2,543,082
—EEWE Between 1 and 2 years 2,787,803 — 2,787,803 1,028,259
MEEHF Between 2 and 5 years 3,584,572 = 3,584,572 3,057,392
EMAFABEERE  Wholly repayable within
5 years 7,790,573 800,000 8,590,573 6,628,733
B hE Over 5 years 387,440 — 387,440 3,276
8,178,013 800,000 8,978,013 6,632,009
R_ZBEELF+_A=+—HZE The effective interest rates as at 31 December 2007 are as
BRAEMAT follows:
—E2TLHF
+=A=+-8 —ETLF
31 December NHA=+H
2007 30 June 2007
REHRITER Long-term bank borrowings 5.852% 5.770%
2 HIRITE K Short-term bank borrowings 5.726% 5.233%
= HIRL & &5 Short-term financing bills 5.575% —
SHIRE s MHRTEREREH The carrying amounts of short-term financing bills, short-term
RITERZEEERR A FEM bank borrowings and long-term bank borrowings approximate

4+

a e their fair value.
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12. ERE)

12. Borrowings (continued)

BE-_ZET+F+_-_A=+—H " The carrying amounts of all the Group’s borrowings as at 31
AEBRMBEERZEABUTIE December 2007 are denominated in the following currencies:
®EtE -
—ERLF
+=—A=+—H —ETLF
31 December NA="TH
2007 30 June 2007
AR®T T AR¥ETFTT
........ RMB000 RME'000.
AR RMB 4,585,855 3,225,089
ETT US Dollars 3,246,196 2,657,392
BT HK Dollars 1,103,441 749,528
BT EURO 42,521 —
8,978,013 6,632,009
ANEE H KRR 2 B 5 @il 5 The Group has the following undrawn borrowing facilities:
™
—EBLE
+=ZA=+-—H ZETLF
31 December NA=+AH
2007 30 June 2007
AR®BT AR T T
e o L T AL
FEIFE Floating rate:
— —FREH — expiring within one year 3,518,883 4,471,618
— —FRIH — expiring beyond one year 2,347,229 4,393,874
5,866,112 8,865,492
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BE_ZTZ+F+_A=+—HL
NEAERZ EERRAOT ¢

Sales recognised during the six months ended 31 December
2007 are as follows:

BE+-A=+t—-HLAXEA

Six months ended 31 December

—EELHF —EERF
2007 2006
AR¥T ARET T
RMB’000 RMB’000
55 Aok Sales of paper 6,546,213 4,494,570
HE AR BARE Sales of unbleached kraft pulp 144,196 143,899
6,690,409 4,638,469
BEt+t-A=t—HLAMEAR
Six months ended 31 December
—EELHF —EETREF
2007 2006
AR¥T T ARBTT
RMB’000 RMB’000
E Transportation 1,965 2,136
#HE R Sales of scrap materials 51,328 15,881
HEE N Sales of electricity 11,734 93,166
FE WA Interest income 4,138 13,918
REEHEED Net foreign exchange gains on
FOE R W A operating activities 20,766 23,812
B R A mE(fE21) Negative goodwill recognised
(note 21) 56,840 —
TESRIA Net loss arising from change
NABEENE in fair value of derivative
EEMNFEX financial instruments (19,750) —
A > BURR & & Loss on partial disposal of equity
opEENGIR interests in certain subsidiaries
ZHEX to minority shareholders (1,879) —
125,142 148,913
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FFAREEMKA  HERMISHE
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Bl AEE
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(a)

TER¥®

ETEEKESR
B B A i AT 8

BIREKA — ER
HRET &

BEEN

H i 322 Bh K 48 7

Depreciation
Employee benefit expense (note (a))
Changes in finished goods
Raw materials and consumables used
Transportation
Operating leases
— land use rights (note 4)
— buildings
Non-deductible value added tax
for export sales
Other expenses

Wages and salaries

Share options granted to
directors and employees

Pension costs — defined
contribution plans

Medical benefits

Other allowances and benefits

Expenses included in cost of goods sold, selling and marketing
costs and administrative expenses are analysed as follows:

BEt+t-—BA=+—H1LA@EA

Six months ended 31 December

—EFLF
2007
ARBTR
RMB’'000

214,731
419,075

(97,369)
4,567,148
61,934

11,085
1,079

178,588
189,584

5,545,855

ZETRF
2006
ARET T
RMB’000

157,162
197,412
71,703
3,078,119
18,118

6,529
1,205

33,866
107,784

3,671,898

BE+-A=+t—-HLXEA

Six months ended 31 December

—EZLHF

2007
AR T
RMB’000

301,957
103,531
8,093

2,177
3,317

419,075

—EERF
2006

AR T
RMB’000

172,410
16,419
5,214

1,303
2,066

197,412



ML S F H B & & A
Notes to the Condensed Consolidated
Interim Financial Information

16. A& R A& 16. Finance costs
BE+t-—A=+—HLEL~<EB
Six months ended 31 December

—EE2LHF —EEREF

2007 2006

AR TR ARBTT
e . RMB0O RVEQ00.

IRITERF B Interest on bank borrowings 187,818 104,455
B BEEREFE Less: interest capitalised (17,398) (11,625)

170,420 92,830

ZEERMFEA Bills discount charge 42,896 17,474

H h B 75 & BB AR Other incidental borrowing cost 3,474 2,036
SERAVE R W Exchange gains on borrowings (152,228) (27,062)

64,562 85,278

B2+t +-_A=+—8H
EARNER AEZEREEIREM
BANEBERZESHERZEXR
b - 49 55.660% (HE - T
ANE+_A=+—HB1SNEA :
5.870%) °

The capitalisation rate applied to funds borrowed generally
and used for the development of construction in progress is
5.660% for the six months ended 31 December 2007 (Six
months ended 31 December 2006: 5.870%).

79
2007/08 i8R E INTERIM REPORT



AL S F H B & & A
Notes to the Condensed Consolidated
Interim Financial Information

17. REBHEAX 17. Income tax expense
BE+=-A=+—-HLAEA

Six months ended 31 December

—EBRLEF —TER
2007 2006
AR T AR T T
e I - ... 1
BN ER R 18 Current tax
—HEMNEHR — Hong Kong profits tax — —
— R EMRSTH — PRC enterprise income tax 68,111 27,052
68,111 27,052
ELEFTE T Deferred income tax 58,341 27,903
126,452 54,955
HRAEEREZ —ZET+F+= Hong Kong profits tax has not been provided as the Group
A=+—BIEREA T EEMESE did not have any assessable profits during six months ended
MERERBAE WL RBE 31 December 2007. PRC enterprise income tax has been
BRERTIRER PECEMSB calculated on the estimated assessable profit for the period at
758 T LA B 0 i 5 8 ER B i ) 4R i R the rates of taxation applicable to the respective subsidiaries.

RIBFEM B AR ERH o
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—EXK — Basic

FREXRBHNTIABARRD RS
RHAEARGAMBKADETEER

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

H NI HEE -

average number of ordinary shares in issue during the period.

BE+=-A=+t—-HLXEA

Six months ended 31 December

—EE2LHF —ETREF
2007 2006
RNARERFTE AR Profit attributable to equity holders
B (ARETT) of the Company (RMB’000) 1,056,163 948,062
BERETEEKREE W Weighted average number of
nETFHE(F5) ordinary shares in issue
(shares in thousands) 4,291,792 4,150,000
BREKRAT Basic earnings per share
(R ARE) (RMB per share) 0.25 0.23
— 88 — Diluted

BREERNRERAE A #ENE
EEBERABE REESETYE
BEE N FHREEE - ARA
EREENEELBRABRE -
B A AR B R TT (E B AR P IT RO R
BRNERER BEERATEE
ERARABRORAHENFIHH
B)RAIBARNBRMNER - RUA LS
AAENBRNHE - BEKRBRE
TEMEEHTHORMDEEBFHL

Diluted earnings per share is calculated 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 (determined as the average market share price of the
Company’s shares during the period) based on the monetary
value of the subscription rights attached to 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.

81



82

BB 4 A R BB R B

Notes to the Condensed Consolidated

Interim Financial Information

18. &

19.

BRER(Z 18. Earnings per share (continued)
— B (E) — Diluted (continued)
BE+t-A=+t—HLAMER
Six months ended 31 December
—EBLHF —ZEER
tereereeteetesteettactasenatastesessessnssessnnseasensenssnnees. NEERNRNREVCIN ZLYS
RAFHERFEA Profit attributable to equity holders
EHEMARETT) of the Company (RMB’000) 1,056,163 948,062
BEETEBRN Weighted average number of
MEFHE(FE) ordinary shares in issue
(shares in thousands) 4,291,792 4,150,000
T — B (TET) Adjustments for share options
(shares in thousands) 135,490 65,033
5B RS B A 8 Weighted average number of
T AR B e ordinary shares for diluted
& (FE) earnings per share
(shares in thousands) 4,427,282 4,215,033
EREERT Diluted earnings per share
(Bl AR (RMB per share) 0.24 0.22
s 8= 19. Dividend

©000000000000000000000000000000000000000000000000000000000000000000000000000000000000

T H A B (Bt (b))

Interim dividend (note (b))

BEZE+t=-B=+—H1LA@EA

Six months ended 31 December

=
2007
AR®T T
RMB’'000

72,140

—ETRF
2006
AREET T
RMB’000
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Notes to the Condensed Consolidated
Interim Financial Information

19. RE (&)

(a)

(b)

AABR_TEZELF+—A
“HEtHRTHRAREESZ
bR 2 2007 6 B B A FE R
B &’ AR %10.001L (2006
FE: ARE2301) 0 &
H 4 AR ¥ 429,065,000 T
(2006 FFER/RE - ARM
95,450,000 7T) * #% F &K &
BEREE_ZZ+F+=A
=t+t—HLENEARZA -

AR BER_ZEENFE=ZA
TrRZESESE LHAER
E-TTLF+ZA=+—
BIEAEA 2 EREFRA
RE1.68IL(BE=Z T XF
+=Z—A=+—BLAEA :
ARBE1.6011) - & H A
R ¥72,140,000 T (= = =
ZRF+_A=1+—HItE
A AR#65,585,0007T) °

19. Dividend (continued)

(@

(b)

A 2007 final dividend of RMB10.00 cents (2006
final: RMB2.30 cents) per ordinary share, totalling
approximately RMB429,065,000 (2006 final:
RMB95,450,000) has been declared in the Company’s
Annual General Meeting on 27 November 2007 and
paid in the six months ended 31 December 2007.

An interim dividend for the six months ended 31
December 2007 of RMB1.68 cents (Six months ended
31 December 2006: RMB1.60 cents) per ordinary share,
totalling approximately RMB72,140,000 (Six months
ended 31 December 2006: RMB65,585,000) has been
approved in the meeting of board of directors of the
Company on 17 March 2008.
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(a) BEXEE

(a) Capital commitments

R=ETLF+=A=+—8

MAEERERAENAT : incurred is as follows:
—EELHF
+=—HA=+—H
31 December
2007
AR TR
RMB’'000
BRI AERERE - Contracted but not provided for:

—WE  HE KRR — Property, plant and equipment 5,625,514

EERBEERTL : Authorised but not contracted for:
e E RS — Property, plant and equipment 10,058,006
15,683,520

(b) REMERE — FEERK
M A Group is the lessee

RIBT AL EEE A
ARZKELBEESWOT

—FELF
+=—A=+—H
31 December
2007
ARBTR
RMB’'000

ME - BB MK Property, plant and equipment:
—RER—F — Not later than one year 2,086
— ZR—FEERAFA  — Later than one year and

not later than five years 38

2,124

Capital expenditure as at 31 December 2007 but not yet

—ETLF
~NA=1H
30 June 2007
AR T
RMB’000

5,809,540

939,222

6,748,762

(b) Operating lease commitments — where the

The future aggregate minimum lease payments under
non-cancellable operating leases are as follows:

—EELF
NA=1+8
30 June 2007
AR¥ET T
RMB’000

2,131

612

2,743



R-ZBE+FE+-_A=-1+8 K&
BERm=285=7%E7THNI
RALTHEERAA(RR]
100%H) i # -

BANR-_ZETAF+-AKY ' &
IT2RESBERERERNEE -
TERERBEERERTSA
BAKRFERRAME -HILETLE
B BASRAKRE EBEFAAR
5 2R 122 % 4 an BLE R H) L H(E A
1 o

BEURBZEERBEHBOT

On 20 December 2007, the Group acquired 100% of the share
capital of Sichuan Qian Wei Baiya Paper Co., Ltd. (“Qian Wei")
from three independent third parties with no consideration.

Qian Wei was established in December 2005 and will
principally be engaged in the production of high value
specialty board products, mainly insulating paper and
capacitor tissue paper, bleached wood pulp and bleached
bamboo pulp. As at the date of acquisition, Qian Wei has not
yet commenced production but holding of certain land rights
for future paper manufacturing establishment.

The assets and liabilities arising from the acquisition are as

RITRBEEH
=+ b (8 P 42 (B 5E4)

W - RS TR (K E4)

& U 3R IR
J& 1 3R IR
EEFBREE

FEE
WERENURE XM

BEE

I

WERENURE XM
PIT U 38 B B8 X A
ZHRIT MRS ER

WRER IR 2R A

Bank and cash balances

Land use rights (note 4)

Property, plant and equipment (note 4)
Other receivables

Other payables

Deferred tax liabilities

Net assets

Purchase consideration settled in cash

Negative goodwiill

Purchase consideration settled in cash
Bank and Cash Balances
in a subsidiary acquired

follows:

WotIEE
DFE HYARE{E
Fair value Acquiree’s
amount carrying
AR®TR AR®TR
RMB’'000 RMB’'000
2 2
63,130 39,425
270 270
1,364 1,364
(2,000) —
(5,926) —
56,840 41,061

56,840

2

2

Cash inflow on acquisition
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Notes to the Condensed Consolidated
Interim Financial Information

22. BRABALRS 22. Related party transactions
(@) BEBALZZENREE (@) Name and relationship with related parties
£ B
Name Relationship
EEFEBERARA(TEESE] RAXE(REXLDREBHEE(TREE]D
BEEBANLQA
America Chung Nam Inc. (“ACN") Company beneficially owned by Ms. Cheung Yan

(“Ms. Cheung”) and Mr. Liu Ming Chung (“Mr. Liu”)

EER(RXA)BRARIXERE]D RARREE(NRAEEDBESEBNAA
Nine Dragons Packaging (Taicang) Company beneficially owned by Mr. Zhang Chendfei
Company Limited (““Taicang Packaging’) (“Mr. Zhang”)

2007/08 53R INTERIM REPORT
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Notes to the Condensed Consolidated
Interim Financial Information

22. BRABALRS (&)

(b)

HEBABALTETZIRS

BE_TTLFT-_A=1—
BIEAEAR  AEBGRE
BEATETUATERRS -
HAEBMALETZEERS
DEERXBBEHET
B BRI BB
THEMER -

22. Related party transactions (continued)

(b)

Transactions with related parties

During the six months ended 31 December 2007, the
Group had the following significant transactions with
related parties. Sales and purchase transactions are
negotiated with related parties in the normal course
of business with a margin on the same basis with non-
related parties:

BE+t-ZA=+t—-BL~EA

Six months ended 31 December

—EBLHF —TTREF
2007 2006
AR®T T AR¥ETT
[ XXX [ XXX oo RMBlooo oo RMB,OOO
HEEm : Sales of goods:
— KEBE — Taicang Packaging 39,718 90,612
HERIR Sales of utilities:
— XEBE — Taicang Packaging 2,751 1,727
RIBREAR - Purchase of recovered papers:
— XEFmE — ACN 1,839,850 1,203,375
— RKEBE — Taicang Packaging 4,003 3,188
1,843,853 1,206,563
BEEHOZARIEE  Agentfee of direct export sales:
— XEdH — ACN 4,556 —
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Notes to the Condensed Consolidated
Interim Financial Information

22. EEABALIREF(E) 22. Related party transactions (continued)
() FEEEEFM (c) Key management compensation

BEt-A=+t—-—HILAEA

Six months ended 31 December

—EELHF —ZEER
2007 2006
AR® TR AREFIT
e Salaries 16,813 9,639
4\ F R 75 4@ A Termination benefits 3,625 —
B % A Share options 102,426 4,734
122,864 14,373
d) BEBALTZ&E® (d) Balances with related parties
—EELHF
+=HA=+—H —EELF
31 December NA=+H
2007 30 June 2007
AR® TR ARBET T
teeereesteeentaeeenetetnenesenerernenernenesesnsserncnceecnannaneiMBO00. RME'000
FEW T 5% 75 Trade balances due from:
2B SR
=) N Related parties:
—REEE — Taicang Packaging 35,983 33,466
— XEHmE — ACN 64,137 —
100,120 33,466
FEW &R 2 Non-trade balances due from:
EE F A
=) N Related parties:
— RXEBE — Taicang Packaging 12,305 76
R T5& S Trade balances due to:
2B S
BB AL Related parties:
—XBE+mE — ACN 346,181 417,589
—XEBE — Taicang Packaging 461 2,975
346,642 420,564
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HA—MBARSAFREEEALERE
KE - WEREHBEBRERREEBEN
ZH GEEAMS LBIKREEZRER
RE - RERAXTERBREENTR
B BAAL-THRAMEBERHAE
Bis THREABEAKSENRSE

EREEEBBNITREREEERER
ZEB NE-—SREREEHRER
EHRB B I NOR KR RO AR
EREEEMEEEU IS MEERT
EHRBMBEHEARREN - RFR T ESE
SEEEBEZNRERTAERNS A
EARZRENKEEMNTS  HEE
REEFETBBUBEBERBERI B
REE BN SN (BRERTER)FH
REREEBE -

BTNEEENERAE  BROHARES
B&MER  BAEHEHRLTMEU
BRERERTER  REBFMRET
REQM - B RAIZRBRHREES
BELSRONME  ESKBEE - EhM
B THREBNXBTEEREERRE
+F 25 b [0 P9 B ] R 32 BRER (I B0 =
REkg#E BEAREM BREEW
BT RENEE o

RZETZ+F+_A=+—H  £&HEH
B FE B 1 AR A 885,000 A ©

RABURREERERAEN &M
TR URHEPRXEHAFETE - E
REEBEXENE  FH - PHREEF - Q
A E IR UBRARZALA
B M TR -t EREES
BRREAFREG (FAERRZBERE
BIGR ©

We have been firmly adhering to a high standard of corporate
governance and disclosure. Our proactive approach to investor
relations has made us widely-recognised by investors in the capital
market. ND Paper has also been closely monitored by analysts of a
wide range of institutional investors. Currently, nearly 20 local and
international research institutions publish reports on ND Paper on a
regular basis.

The management has remained dedicated to expanding its direct
communications with investors to further strengthen their thorough
understanding of ND Paper’s business, future development and
strategies. The management has also communicated with investors
to share their insights into the market and the paper industry. In
addition, the management participates actively in a significant
number of regional and global investor conferences organised by
reputable investment banks to explain our business development to
investors. Apart from that, we have also developed investor relations
in the US, Europe and Asia (including the PRC).

In order to increase transparency and make timely disclosure of the
latest information of the Group, we update our corporate website
regularly, release press releases through the media and organise
results announcement presentations twice annually. Besides, we
frequently organise plant tours and meetings with analysts and fund
managers to enhance their understanding of our business operation
and production procedures. We take interactive approach with
investors by giving detailed answers to enquires, understanding
their opinions and suggestions as well as disseminating corporate
information.

As at 31 December 2007, the Group had over 5,000 non-
institutional shareholders.

Our corporate website provides investors with the Company’s
information as well as its latest development. A full library of
bilingual resources such as results announcements, annual reports
and interim reports are available for download. The website
is updated on a regular basis to ensure timely and updated
information will be delivered to our shareholders. In addition, the
management established an effective communication channel with
the shareholders through annual general meetings.
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BIFPBRARRGERTE - RAER
K& — M ERFE R R RIKE T D R20%
B EF A DR B

CERA REAXKXERBTEEESR
EHhemREN_STLFREFRY
B7BEFHE ERARMENSRE
REMGORE  ELEER HBER
BXKPAELETEIEESROBE

—TE ) \FHHREE —TT)NF
REREE S N =A++tH
—EENFHBREE —ZEZENFNA

FEEEANHGEE)
S 338 AR 1D —ETNEF
BFEER WA+ ~H=Z
+NAB(BE
BEMAE)
KN ZZFENF K —ET)NF
FEFHEKE ERA=-+—8H
MHREEZER NA=+H
Bt L

REBENRNDR -_ZETRE=ZA=H
FERE P AR £ (B0 5% - 2689) -

RE & B K
REBEATIIBEMK DAL -
BEEREERERT
FEAR £ 3 7 & AR BB A A
([MSCI)) =245 & R 7))
MSCIZE k38 KI5 8L X 5

Subject to our financial performance and business development
requirements, we expect to distribute no less than 20% of
distributable profit to our shareholders in each financial year.

During the period under review, ND Paper was awarded the
Honourable Mention of the 2007 Best Annual Reports Awards
organised by the Hong Kong Management Association. This award
was not only an evidence of our success in achieving substantial
economic benefits, but also recognition from the society for the level
of our corporate governance and financial disclosures.

FY2008 interim results 17 March 2008
announcement

FY2008 annual results September 2008
announcement (tentatively)

Closure of register of members 16 to 18 April 2008

(both dates inclusive)

Distribution of FY2008 21 May 2008
interim dividend
Financial year end 30 June

Shares listing

The shares of ND Paper are listed on the Main Board of the Stock
Exchange (stock code: 2689).

Index Constituent

ND Paper is a constituent of the following indices:
Hang Seng Composite Index Series
Morgan Stanley Capital International (“MSCI”)
Standard Index Series
MSCI Global Value and Growth Index Series



[T RNFEREE]
2006 Share Option Scheme

[XBEHRE]

ACN

(B8 A

Associate(s)

[ Best Result |

Best Result

[EEg]

Board

[EXES ]
BVI

NGRS N

By-laws
(A FREE]
CAGR

[ARAE A REER]

Company or ND Holdings or
ND Paper

[EF]

Director(s)

[BAEREE]
FY

* EHaEE

ARBR-_EZERNF_AT ARG 2BERETE
the share option scheme adopted by the Company on 12 February 2006

XETEARAR > —RKBREXENMNBESNMNERKIINERAF

HERZXLTRICERMEL2ERSR

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 and Mr. Liu

BB ETARAAMET&RE

has the meaning ascribed to it under the Listing Rules

Best Result Holdings Limited * R 5 E Z & & X @R T MAKIZHRF] - /A
DA EEZMER

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

ARREEE
The board of the directors of the Company

REBRELES
the British Virgin Islands

REMFEH AR MR
the by-laws of ND Holdings

WA FHMERE
Compound annual growth rate

REBEXEER)BERRAR  —ZEZRF N \NATLtHERBRERE
—AN—FRADVEFMK L EREFR A A

Nine Dragons Paper (Holdings) Limited GAZEAR % (12H%) ER AR, a
Company which was incorporated in Bermuda on 17 August 2005 under
the Companies Act 1981 as an exempt Company with limited liability

ARAREFHEIMEFT—RES

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

BERNA=ZTHLMHRFE

Financial year ended/ending 30 June
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[ARE&EE ]
Group
[T
HKD/HK$

[ Bt 2 P |
HKSE or Stock Exchange

[&EI%
[ & B RITTERE]

Hong Kong or Hong Kong SAR
or HKSAR

(B IENTEE
INED(s)

[EmAA
Listing Rules

[MCL Living Trust

MCL Living Trust

[1Z%=F Al
Model Code

[85% 4]

Mr. Liu

[9R5E 4
Mr. Zhang

[R&Z L]
Ms. Cheung

EN/NSIDSE )N

The Company and its subsidiaries

FEREEEKEBT

Hong Kong dollars

EEBARZMERDA
The Stock Exchange of Hong Kong Limited

i A R 0B B R S B 1T TS

The Hong Kong Special Administrative Region of the People’s Republic of
China

REERBILIFNITES

Independent Non-executive Director(s) of ND Holdings

B X g s E AR A

the Rules Governing the Listing of Securities on the Stock Exchange

HEEEUMERTASNH RELREEEUETARFERIETEA
£ 7 B2 Bank of The West LAS5E A & DX L B £ RIS ° Bt R B 2|
pied

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

FTRAEFETESF R HNRESTRI
Model Code for Securities Transactions by Directors of Listed Issuers

BIBRELE ARBNTES BT ERTBAER
Mr. Liu Ming Chung (2% # 5 4), an executive Director, the Deputy
Chairman and the Chief Executive Officer of the Company

RAAREE - RABATEERATTHRAR
Mr. Zhang Cheng Fei (3kAXSE4E), an executive Director and the Deputy
Chief Executive Officer of the Company

RAXL  ARARMTEERER
Ms. Cheung Yan (5REIZ ), an executive Director and the Chairlady of the
Company



[E AR b= REBBERBEORTE - Pl —SHERAREAEENE S ERE
PM a prefix referring to the Group’s paper machines. For example, PMT1 refers
to the Group’s first paper machine

[ £ Bl BE A i =t 31 B ARFH-_ZEEXRE—H— BERAN L™ AT BRESE
Pre-IPO Share Option Scheme the Pre-IPO Share Option Scheme adopted by the Company with effect

from 1 January 2006

TARE] ¥ TEEEEBARK

RMB Renminbi, the lawful currency of the PRC

= ¥ EBEEE®ET

USD/US$ US dollars

(e ¥ Bl EEBEREZES

SFC Securities and Futures Commission

[ 38 75 & HA & {471 ] ¥ & 7 R AR R A

SFO Securities and Futures Ordinance

[ 5 A w5t & ] ¥ FHRIEREE R RN FREREE

Share Option Schemes Pre-IPO Share Option Scheme and 2006 Share Option Scheme

[t ] ¥ RRAFBEEHITRATFREE.10E TH E B

Share(s) Ordinary share(s) of HK$0.10 each in the issued share capital of the
Company

[ 5R = Z /NS SUESZE DN

Shareholder(s) holder(s) of Shares of the Company

[FAR] = FAHR

sq.ft square feet

[ K] = 77K

sg.m square metre
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[EFERE(MR) ]
tpa

[YC 2006 QuickGRAT |

YC 2006 QuickGRAT

[%]
%

BEUAMEETEER
tonnes per annum

HRZ T A ER T A REFEAH A K HSBC Bank USA, National
Association ATTHEFEASFMHRIINE T ARBFREFLE -EETHF
HA - EAYKRERERLLT  ERAR—BARKINRASHRY
NAIBEHERE

grantor retained annuity trust set up by Ms. Cheung as the settlor and the
trustee and HSBC Bank USA, National Association as the administrative
trustee. The objects of the trust include Ms. Cheung for a term of years and
thereafter, an irrevocable trust for family members of Ms. Cheung

Elalsd
per cent



[ B iRAR]

coated duplex board

[ 8RR AR

containerboard

[ TS 755 4R

corrugating medium

[ &= AR ) X 5%

DCS

[ A4

kraft pulp

[ R4

kraftlinerboard

[ % 4K |

recovered paper

—RBARA EF-—HEAXABNRMTE ZEHNREEERE  BF2
IR JE B R AR

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

RERERBERENERAT HREEETZRERAREB TR
JRA] B R B R AR

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

FA 1 B2 B R A 5 B B0 BORAXER 9 B A BV AR
a paperboard used to form the corrugated or fluted component
sandwiched between the linerboard

SREHRG  —RAARERTEFRR  ABEEH  -ERAEN
| BEAEMAGEESDRERFHNEHMRBEER

Distributed Control System, typically a large-scale process control system
characterized by a distributed network of equipment that encompass
the functions of control, user interface, date collection, and system
management

FAmBEERFRN MR BB EHRONRE - MERERFER 2R
BERNERCBEREE  PREARRERER KPR BB HKE
P HUKEERERRARTORNER - HRDEABNOARERSRK
WE - R THERAE(KRENEEXD)

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)

AERESRER D RSB = AR R AR

a high grade of linerboard manufactured wholly or partially from kraft pulp

DRKENERRRERR - AIBRAN A EREMR R A &8 R
used paper and board separately collected for re-use as fiber raw material in
containerboard manufacture
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A0 =

AA) =

Glossary

[RRFRAR | AR H B AR SR )RR

testlinerboard linerboard made entirely from recovered paper

[AEF R4 5 H—EDRARAESKRESERRTARKRMEAKNZ ERR

white top linerboard a type of linerboard comprising a multiple-ply sheet composed of one

bleached layer with the remaining layer(s) unbleached

96
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