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“Board”

[E5g]

“Company” or “QX Paper”
[N BEEAE ]

“Director(s)”

(&%

» oo«

“Group”, “QX Group”,

we”, “our” or “us”

[AEE S HEEE ]

“HK$H
(&7

“Hong Kong”
(&

“Listing Rules”
[ EmARAL

“PRC”
[

“RmB”
AR

the board of Directors

-

Qunxing Paper Holdings Company Limited, a company incorporated in
the Cayman Islands with limited liability and the issued shares of which
are listed on the Main Board of the Stock Exchange
HEAXERERLAR  —HERSHESTMRINEREERAF] - H
BT BT ER £

director(s) of the Company

RAFES

the Company and its subsidiaries
RARREWE AT

Hong Kong dollars, the lawful currency of Hong Kong
BT BEETEES

the Hong Kong Special Administrative Region of the PRC
PEEBFRITTHE

the Rules Governing the Listing of Securities on the Stock Exchange

(BRmEm LETHRAD

the People’s Republic of China, which for the purpose of this interim
report, shall exclude Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan
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Renminbi, the lawful currency of the PRC
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“SFO”
(&5 KRB &G

“Stock Exchange”

[ Bt 52 Ffr |

“substantial shareholder(s)”

[E2RR]

“tonne”

[ M |

“%”
[% ]

the Securities and Futures Ordinance (Cap. 571 of the Laws of Hong
Kong)
(BHELHEEINEBEPESTTE)

The Stock Exchange of Hong Kong Limited
EEBMARHMAERAR

has the same meaning ascribed to it under the Listing Rules

BB ETRAFE T AERDRZ

a metric tonne, equivalent to 1,000 kilograms
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On behalf of the Board of QX Paper, | would like to
present to you the audited interim results of the Group
for the six months ended 30 June 2013.

In the first half of 2013, China’s import and export
trade and domestic consumption decelerated, leading
to a slowdown in its economic growth. According to
the National Bureau of Statistics of China, China’s
gross domestic product (GDP) grew by 7.6% year on
year to RMB24.8 trillion in the first half of 2013. The
GDP growth was 0.2 percentage point lower than that
for the same period of 2012.

During the period, although the PRC central
government did not relax its control measures to rein
in the property market, the housing market gradually
recovered with a significant year-on-year increase of
28.7% in sales of commodity properties to 514.33
million square metres in terms of floor area. In
particular, sales of residential properties grew by 30.4%
while that of office buildings increased by 31.7% year
on year in terms of floor area. Such developments
helped stimulate the demand for interior decoration
products. However, the Further Investigation (as
defined below) affected its sales.

Turnover of the Group decreased by approximately
20.3% from RMB974,635,000 for the six
months ended 30 June 2012 to approximately
RMB776,828,000 for the six months ended 30
June 20183. Gross profit decreased by 10.1%
from RMB117,110,000 for the first half of 2012 to
approximately RMB105,269,000 for the first half
of 2013. Profit for the Period increased by 26.2%
from RMB40,829,000 for the first half of 2012 to
RMB51,512,000 for the first half of 2013. Basic
earnings per share were RMB3.2 cents (1H2012:
RMB2.6 cents). The Board does not recommend the
payment of an interim dividend (1H2012: Nil).
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The increase in profit of the Group mainly reflected
the combined effect of the following factors: 1)
new customers were less inclined to place orders
as affected by the Further Investigation (as defined
below). This depressed the overall sales volume during
the period; 2) the prices of the Group’s products
declined to a lesser degree compared to the raw
material prices, resulting in an increase in profit margin
during the period by 1.6 percentage points to 13.6%
as compared to the same period last year; and 3) the
Group, as required by the Stock Exchange, appointed
another investigation team at the end of 2011 to carry
out further investigation (the “Further Investigation”)
into the Audit Issues (as defined below). The Further
Investigation resulted in an additional expense of
approximately RMB7,600,000 for the first half of 2012,
while no such expenses were incurred during the
period, leading to the lower expenditure for the period.

During the period, both the selling prices of our
products and overall sales volume decreased. The
decrease in sales volume mainly reflected that our
customers tended to be more cautious in placing
orders amid the macro-economic conditions and
intensive competition of the decorative base paper
industry. In addition, the Further Investigation also
affected the client’s sentiment of placing orders.
Average selling price of our products decreased by
approximately 8.2%, mainly as a result of downward
adjustment of the product prices under lower raw
material prices.

During the period, overall sales volume of the Group
dropped by 12.8% from 79,885 tonnes for the first
half of last year to 69,691 tonnes for the first half
of 2013. Of which, sales volume of decorative base
paper, our principal product, was down by 12.3%
from 66,563 tonnes for the first half of 2012 to 58,391
tonnes for the first half of 2013. Income from the sales
of decorative base paper decreased by 19.5%, and
accounted for 91.1% of the total revenue.
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There was no increase in production capacity during
the period. The reconstruction of production line no. 3
was still ongoing, and is expected to complete in 2014.
The reconstruction of production line no. 3 was aimed
at upgrading the production technology for long-term
development. The existing production line no. 3 would
remain in operation during the reconstruction period.

The Group has always committed to developing
quality decorative base paper products that have
wide applications. At present, we produce and sell
over 80 types of products catering to different needs
of the markets. Our products are used in furniture,
office and home products, as well as larger facilities
stadiums, community halls, exhibition centres, and
interior decoration of vehicles and aircraft. The Group
will continue to increase the proportion of premium
decorative paper base products in sales to enhance its
profitability.

We are committed to environmental protection. The
premium wood pulp that we use to produce decorative
base paper products causes almost no environmental
pollution during the production process. In addition,
we have two waste water treatment systems with
a combined processing capacity of approximately
5,350,000 cubic metres. Waste water treated by our
waste water treatment systems is reused for irrigation
at the Group’s production base in Shandong Province.
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In response to the audit issues (the “Audit Issues”)
raised by the Company’s former auditors in respect
of the financial statements of the Group for the year
ended 31 December 2010, the Audit Committee
(the “Audit Committee”) under the Board set up
a special investigation team on 20 March 2011 to
investigate matters relating to the Audit Issues. The
Group subsequently appointed ZHONGLEI Risk
Advisory Services Limited (“Zhonglei”) and JLA Asia
Limited (“JLA Asia”) to carry out independent reviews
and investigations. Zhonglei and JLA Asia have
submitted their independent investigation reports to
the Audit Committee in July 2011 and November 2012
respectively.

The Audit Committee and the Board concluded that
there has already been adequate clarification of the
Audit Issues through the independent investigations
which have been carried out by JLA Asia and Zhonglei
respectively. In addition, through the necessary
actions taken by the Group in response to the
recommendations made by JLA Asia and Zhonglei, the
Group has established proper internal control systems
to discharge its obligations under the Listing Rules.
There are no areas of concern which can reasonably
be expected to affect adversely and materially the
interests of the Company and its shareholders as a
whole.

At the meeting of the Audit Committee held on 22
November 2012, JLA Asia confirmed that it has found
no evidence of manipulation of the financial data on the
Group’s revenue or misappropriation of the Group’s
assets in their investigation as evidenced by an extract
of the minutes of the meeting certified by both the
chairman of the Audit Committee and a director of JLA
Asia. The Company has also submitted the aforesaid
certified extract of the minutes to the Stock Exchange
in July 2013.
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The investigation report of Zhonglei and the audits
subsequent to the year ended 31 December 2010 also
indicated that there was no evidence of the above
issues or other irregularities.

Audit opinions issued by HLB Hodgson Impey
Cheng Limited, the Company’s current auditors, on
the Group’s 2011/2012/2013 interim results and
2011/2012 annual results confirmed that the financial
information gave a true and fair view of the state of
affairs of the Group and of its profit and cash flows for
the respective periods.

Prolonged suspension of trading in the Company’s
shares has prevented our shareholders and investors
from dealing in the Company’s shares. Continuous
investigations have also adversely affected the Group’s
business and financial performance. In view of the
above, the Board considers that it is in the interests of
the Company and its shareholders to resume trading
in the Company’s shares. The Company will make
continuous efforts to resume trading in its shares and
make further announcement as and when appropriate.
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Looking ahead, China’s economic growth will continue
to slow down and its economic structure will change
under the government’s macroeconomic control
measures. However, the PRC’s steady economic
growth for the long term, the steady progression
of urbanization, and the continuous increase in
the citizens’ income will stimulate the demand for
commodity properties and thus the demand for
decorative base products in the long term. The plan
to increase construction of social security housing
according to the “Twelfth Five-Year Plan” was one
of the major government policies for satisfying the
citizens’ demand for residential housing, forming an
important driver of the development of the decorative
base paper market. The Board is cautiously optimistic
about the Group’s development in the second half
of 2013, leveraging on its advanced technology in
producing decorative base paper products and solid
foundation.

The Group will further enhance its product quality by
improving its existing production facilities. In addition,
the Group will also strive to strengthen its leading
market position and customer base in its existing sales
regions so as to improve its sales. It will also continue
to adjust its product mix by raising the proportion
of higher-margin products with an aim of expanding
its market share. Furthermore, it will continue
implementing its rigorous cost-control measures with
a view to increasing the products’ gross margins and
generating better returns for its shareholders.
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On behalf of the Board, | would like to take
this opportunity to express my gratitude to our
management and staff for their hard work and
contributions during the period, and thank our
shareholders, business partners and investors for their
continued support.

By Order of the Board
REEGHm

é,l

ZHU Yu Guo & %[
Chairman /&

Shandong, the PRC, 26 August 2013
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Turnover

Turnover decreased by approximately 20.3% from
RMB974.6 million for the six months ended 30 June
2012 to RMB776.8 million for the six months ended
30 June 2013. The decrease in turnover for the six
months ended 30 June 2013 was mainly attributable
to the combined effects of (i) the decrease in sales
volumes of the decorative base paper products by
approximately 12.3% from 66,563 tonnes in 2012 to
58,391 tonnes in 2013; and (i the decrease in the
average selling prices of the decorative base paper
products by approximately 8.2% from RMB13,322 per
tonne in 2012 to RMB12,225 per tonne in 2013. The
sales volume of printing paper product decreased by
approximately 15.2% from 13,322 tonnes in 2012 to
11,300 tonnes in 2013 with the average selling price of
approximately RMB6,600 and RMB5,573 per tonne for
the periods under review respectively.

Cost of sales

Cost of sales represents the production costs of goods
sold during the periods. Our production costs comprise
costs of raw materials, direct labour costs and
manufacturing overheads, which include depreciation
charges, utility expenses, consumables, repairs and
maintenance and other overhead related expenses.
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Cost of sales (Continued)

Overall cost of sales decreased by approximately
21.7% from RMB857.5 million for the six months
ended 30 June 2012 to RMB671.6 million for the six
months ended 30 June 2013. The decrease in cost
of sales was primarily due to the combined effects of
() the decrease in usage of raw materials, which are
the major component of our cost of sales, as a result
of the decreased sales volume, (i) the decrease in
average purchasing costs of wood pulp and titanium
dioxide powder, our principal raw materials for
production, during the six months ended 30 June 2013
as compared to the corresponding period in 2012
(as discussed below), (iii) the decrease in production
overheads, such as electricity and steam expenses, in
line with the decrease in production volume; and (iv)
the increase in direct labour costs and depreciation
expenses due to the commercial production of rebuilt
Production lines nos. 1 to 2 since March 2012.

Principal raw materials

Our results of operations are subject to the price
fluctuations of raw materials used in the production
process. The principal raw materials for our production
are wood pulp and titanium dioxide powder.

For each of the six months ended 30 June 2012
and 2013, the purchase of wood pulp amounted
to approximately RMB283.3 million and RMB175.8
million, respectively, representing approximately 33.0%
and 26.2% of the total cost of sales for the respective
periods. The decrease was due to the decrease in
usage of wood pulp, in line with the decreased sales
volume and the decrease in the average purchase
price (value added tax inclusive) of wood pulp from
approximately RMB6,512 per tonne in 2012 to
approximately RMB4,611 per tonne in 2013.
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Cost of sales (Continued)

Principal raw materials (Continued)

For each of the six months ended 30 June 2012
and 2013, the purchase of titanium dioxide powder
amounted to approximately RMB291.2 million
and RMB212.3 million, respectively, representing
approximately 34.0% and 31.6% of the total cost of
sales for the respective periods. The decrease was
mainly due to the combined effect of (i) the decrease
in usage of titanium dioxide powder as a result of the
decreased sales volume in decorative base paper
products; and (i) the decrease in the average purchase
price (value added tax inclusive) of titanium dioxide
powder by approximately 14.1% from approximately
RMB17,735 per tonne in 2012 to approximately
RMB15,228 per tonne in 20183.

Utilities and steam expenses

Our electricity and steam expenses decreased by
approximately 11.9% from RMB79.8 million in the six
months ended 30 June 2012 to RMB70.3 million in the
six months ended 30 June 2013, which was mainly
due to the decrease in production volume as a result of
decrease in sales. The electricity and steam expenses
accounted for approximately 9.3% and 10.5% of the
total cost of sales for the respective periods.

Depreciation charges

Our depreciation charges included in cost of sales
increased by approximately 9.5% from RMB110.1
million in the six months ended 30 June 2012 to
RMB120.6 million in the six months ended 30 June
20183, which was mainly due to the commercial
operation of rebuilt Production lines nos. 1 to 2 since
March 2012. The depreciation charges accounted for
approximately 12.8% and 17.9% of the total cost of
sales for the respective periods.
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Gross profit and gross profit margin

The gross profit of our Group decreased by
approximately 10.1% from RMB117.1 million for the six
months ended 30 June 2012 to RMB105.3 million for
the six months ended 30 June 2013.

The following table sets forth the gross profit margin
of each category of the products for the six months
ended 30 June 2012 and 2013:

Products Em
Decorative base paper products
Printing paper product

Overall et

The increase in overall gross profit margin of our
decorative base paper products in 2013 was mainly
attributable to the decrease in the average purchase
costs of raw materials in 2013. As a result, the average
unit cost for decorative base paper products was
comparatively lower in the six months ended 30 June
2013.

The gross profit margin of printing paper product
decreased from 7.0% in 2012 to 1.2% in 2013 mainly
due to the low economies of scale in operating the
printing paper product segment under the decrease in
sales of printing paper products. The Group continues
to make its utmost effort in soliciting new customers
with an aim to effectively utilize the resources of the
Group to maximize returns for shareholders.

K REEm
ETTpll PR 48 £

EFRERNE
REBZEMNHBE-_ZT—_FA=1THIE
NEAZ AR®E117,100,000 7T T FEAI10.1%
FRHEZT—=FRXA=THLERERZAR
105,300,000 T °

TREVWHE-ZE——FER T —=F A
Z+HEANEARERERNZEFE

For the six months ended

30 June
BEAB=1tHILAHEA
2013 2012

—E-=F —E—-—4F

14.6% 12.5%
1.2% 7.0%
13.6% 12.0%
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Gross profit and gross profit margin (Continued)
Nonetheless, our overall gross profit margin improved
from approximately 12.0% for the six months ended 30
June 2012 to approximately 13.6% for the six months
ended 30 June 2013.

Other revenue and other net loss

Other revenue, which represented the interest
income earned from bank deposits, decreased by
approximately 23.1% from RMB1.3 million for the six
months ended 30 June 2012 to RMB1.0 million for
the six months ended 30 June 2013 mainly due to the
persistent low bank deposit interest rates during the
period.

Upon the commercial operation of rebuilt Production
line no. 2 in March 2012, the aged Production line no.
2 was disposed and a loss on disposal of RMB12.6
million was recognized during the six months ended 30
June 2012.

Selling expenses

As at 30 June 2013, our Group had 43 sales and
marketing staff to carry out various promotional
activities in an attempt to solicit new customer in the
six designated sales regions in the PRC. The selling
expenses decreased by approximately 58.2% from
RMB13.4 million for the six months ended 30 June
2012 to RMB5.6 million for the six months ended 30
June 2013 and represented approximately 1.4% and
0.7% as a percentage of turnover for the six months
ended 30 June 2012 and 2013 respectively.
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Administrative expenses

The administrative expenses consist primarily of
administrative and management staff salaries and
benefits, depreciation of non-production related fixed
assets, research and development costs, and pension
contributions.

Administrative expenses decreased by approximately
13.2% from RMB32.6 million for the six months
ended 30 June 2012 to RMB28.3 million for the
six months ended 30 June 2013 mainly due to the
payment of approximately RMB7.6 million during the
six months ended 30 June 2012 to an investigation
team to investigate audit issues raised by the Group’s
preceding former auditors. No such costs incurred
during the six months ended 30 June 2013 since the
investigation was completed and the investigation
report was submitted to the Stock Exchange on 30
November 2012.

Finance costs
Our Group did not incur any finance costs during the
six months ended 30 June 2012 and 2013.

Income tax

Members of the Group are incorporated in different
jurisdictions, with different taxation requirements.
Shandong QX, our principal operating subsidiary in the
PRC, is liable to pay PRC income tax at the applicable
tax rate of 25%.

No provision has been made for Hong Kong Profits Tax
as the Group did not earn assessable profits subject
to Hong Kong Profits Tax for the six months ended 30
June 2012 and 2013.
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Liquidity and financial resources

Current and quick ratio

The current ratio of the Group decreased from 6.4
as at 31 December 2012 to 5.3 as at 30 June 2013
and the quick ratio of the Group decreased from 6.0
as at 31 December 2012 to 5.0 as at 30 June 2013,
respectively, which was mainly due to the 2012 final
dividends approved but not yet paid as at 30 June
2013.

Financial resources

The financial resources of the Group continued to be
strong. As at 30 June 2013, shareholders’ fund of the
Group totalled approximately RMB3,267.8 million (31
December 2012: RMB3,234.3 million). The Group had
cash and cash equivalents of approximately RMB655.3
million as at 30 June 2013 (31 December 2012:
RMB539.5 million).

The Group continues to enjoy a stable and strong net
cash inflow from operations. During the six months
ended 30 June 2012 and 2013, the net cash generated
from operations was RMB209.7 million and RMB195.5
million, respectively.

Financial management and treasury policies

The Group adopts a conservative approach for cash
management and investment of uncommitted funds
with an objective of enhancing the practicable returns
for shareholders and maintaining adequate liquidity
and preservation of capital. The Group’s financing and
treasury activities are centrally managed and controlled
at the corporate level and aim to ensure that adequate
financial resources are available for refinancing and
business growth. The Group reviews its liquidity and
financing arrangements periodically. The Group’s
policy is to manage its interest rate risk to ensure there
are no undue exposures to significant interest rate
movements and rates are approximately fixed.
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Financial management and treasury policies
(Continued)

As at 30 June 2013, the Group did not have any
borrowings. The Group conducts its business
transactions principally in the PRC. All of the Group’s
turnover and cost of sales and most of the Group’s
monetary assets and liabilities are denominated in
RMB. RMB is the functional currency of the Group’s
principal operating subsidiary and used as the reporting
currency in the preparation of the consolidated financial
statements of the Group.

As such, the fluctuation of RMB against foreign
currencies during the periods did not have significant
impact on the results of the Group.

Capital expenditure

During the six months ended 30 June 2013, the
Group recorded aggregate additions to property, plant
and equipment, prepayment for the acquisition of
plant and equipment and construction in progress of
approximately RMB77.9 million (six months ended 30
June 2012: RMB127.2 million).

Capital commitments and contingencies

The Group will further invest to improve the production
capacity and reengineering and modify the existing
production facilities to enhance production efficiency.
Such capital commitments will be financed by the
internal resource of the Group.
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Capital commitments and contingencies (Continued)
The Group has environmental contingencies under
the increasingly stringent environmental protection
laws and regulations in the PRC. However, as at
the date hereof, the Group has not incurred any
significant expenditure for environmental remediation
and is currently not involved in any environmental
remediation. In addition, the outcome of environmental
liabilities under proposed or future environmental
legislation cannot be reasonably estimated at present.
As such, the Group has not accrued any amounts for
environmental remediation relating to its operations.
Saved as disclosed above, the Group had no material
contingent liabilities as at 30 June 20183.

As at 30 June 2013, our Group employed
approximately 1,700 employees in the PRC and Hong
Kong. Key components of the Group’s remuneration
packages include basic salary, medical insurance,
discretionary cash bonus and retirement benefit
scheme. Promotion and salary increments are
assessed based on performance.

The Group has neither experienced any significant
problems with its employees or disruptions to its
operations due to labour disputes, nor experienced
any difficulties in the recruitment and retention of
experienced employees. The Group maintains a good
working relationship with its employees.
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HLB Hodgson Impey Cheng Limited

31/F Gloucester Tower
The Landmark

11 Pedder Street
Central

Hong Kong

To the Directors of Qunxing Paper Holdings
Company Limited
(Incorporated in the Cayman Island with limited liability)

We have audited the interim financial information
set out on pages 26 to 51, which comprise the
condensed consolidated statement of financial position
of Qunxing Paper Holdings Company Limited (the
“Company”) and its subsidiaries (collectively referred
to as the “Group”) as of 30 June 2013, and the
related condensed consolidated income statement,
condensed consolidated statement of comprehensive
income, condensed consolidated statement of changes
in equity and condensed consolidated statement of
cash flows for the six-month period then ended, and a
summary of significant accounting policies and other
explanatory notes. The Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong
Limited require the preparation of a report on interim
financial information to be in compliance with the
relevant provisions thereof and International Accounting
Standard 34 “Interim Financial Reporting” (“IAS 34”)
issued by the International Accounting Standards
Board.
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The directors of the Company are responsible for the
preparation of interim financial information that gives
a true and fair view in accordance with IAS 34, and
for such internal control as the directors determine is
necessary to enable the preparation of interim financial
information that is free from material misstatement,
whether due to fraud or error.

Our responsibility is to express an opinion on this
interim financial information based on our audit and
to report our opinion solely to you, as a body, in
accordance with our agreed terms of engagement and
for no other purpose. We do not assume responsibility
towards or accept liability to any other person for the
contents of this report. We conducted our audit in
accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply
with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether
the interim financial information is free from material
misstatement.

An audit involves performing procedures to obtain
audit evidence about the amounts and disclosures
in the interim financial information. The procedures
selected depend on the auditors’ judgement, including
the assessment of the risks of material misstatement
of the interim financial information, whether due to
fraud or error. In making those risk assessments,
the auditors consider internal control relevant to the
entity’s preparation of interim financial information
that give a true and fair view in order to design audit
procedures that are appropriate in the circumstances,
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but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An
audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of
accounting estimates made by the directors, as well
as evaluating the overall presentation of the interim
financial information.

We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our
audit opinion.

In our opinion, the interim financial information gives a
true and fair view of the state of affairs of the Group
as at 30 June 2013 and of its profit and cash flows for
the six-month period then ended in accordance with
IAS 34 “Interim Financial Reporting”.

We draw attention to note 1 to the interim financial
statements which describes the progress of an
independent review and investigation conducted by
an independent professional advisor appointed by the
Company in respect of certain audit issues raised by
the Company’s previous auditor in its report dated 30
March 2011 on the consolidated financial statements
of the Group for the year ended 31 December 2010.
Our opinion is not qualified in respect of this matter.

HLB Hodgson Impey Cheng Limited

Certified Public Accountants

Hon Koon Fai, Alex
Practising Certificate Number: P05029

Hong Kong, 26 August 2013
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Turnover

Cost of sales
Gross profit
Other revenue
Other net loss
Selling expenses

Administrative expenses

Profit before taxation
Income tax expense

Profit for the period

Attributable to:

Equity shareholders of the
Company

Earnings per share
(RMB cents)

Basic and diluted
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For the six months ended
30 June
BEAA=1tRHILAXEA

2013

—E-=F

Note RMB’000
Kzt AREFT
(Audited)

(RBEX)

6 776,828
(671,559)

105,269

1,024
()

(5,595)

(28,281)

8 72,412
9 (20,900)

51,512

51,512

11

3.2

2012

RMB’000
ARBEFT
(Audited)
(eT|z)
974,635
(857,525)
117,110
1,332
(12,549)
(13,357)
(32,644)

59,892
(19,063)

40,829

40,829

2.6



Profit for the period

Other comprehensive (loss)/income
for the period
ltems that may be reclassified
subsequently to profit or loss:
Exchange differences on translation
of financial statements of operations
outside the People’s Republic of
China (the “PRC”)

Total comprehensive income
for the period

Total comprehensive income
for the period attributable to:
Equity shareholders of the Company

R R
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For the six months ended
30 June
BEAA=1tRHILAXEA

2013
—E-=F
RMB’000
AR¥FT
(Audited)
(REX)

51,512

(2,186)

49,326

49,326

2012

RMB’000
AREFT

(Audited)
(eT|z)

40,829

1,835

42,664

42,664



Non-current assets

Property, plant and equipment

Construction in progress
Lease prepayments

Prepayment for flood prevention

expenses

Current assets

Inventories

Trade and other receivables,
prepayments and deposits

Cash and cash equivalents

Current liabilities

Trade and other payables
Dividends payable
Current taxation

Net current assets

NET ASSETS

Capital and reserves

Share capital
Reserves

TOTAL EQUITY
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As at
30 June
2013
R-ZE—=F%
NA=T1H
RMB’000
AR FT
(Audited)
(REZ)

Note
k23

12 2,404,658
12 111,832
13,616
39,100

2,569,206

13 41,052

14 164,964
655,317

861,333

15 118,031
15,559

29,196

162,786

698,547

3,267,753

16 147,562
3,120,191

3,267,753

As at
31 December
2012
N_T——4F
+-A=+—H
RMB’000
ARETFT
(Audited)
(&%)

2,473,224
111,832
13,786
39,625

2,638,367

41,319

126,061
539,635

706,915
101,094
29
9,868
110,991

595,924

3,234,291

147,562
3,086,729

3,234,291



Note
liri
Balance at 1 Januay ~ WZZE-—E-F-H
2012 (Audited) A
Profitforthe period 3R
Other comprehensive ~ BREH2ENRE
income for the period
Totel comprefensive ~ HRZANGEE
income for the period
Dividends declared and ~ EJRRALEL—EE
approved in respect K&
of the previous year 100)
Release of warrant AREEERERR
resene upon expy  AREREE
of warrants
Balance at 30 June  H=F-ZF
2012 (Audited) ~BZTH
ZEH(BER)
Balance at 1 January ~ RZZF-=E-F-H
2013 (Audited) LEBEER)
Proftfor the period ~ ERER
Other comprehensive loss BREf 2 EEE
for the period
Total comprehensive AR ENSLE
income for the period
Dividends declared and SRt L~
approved inrespect k&
of the previous year 10(b)
Balance at30 June  W=F-z%
2013 (Audited) AB=TH
ZEH(BER)

Share
capital

&
RMB000
NERTT

147,562

147,562

147,562

147,562

Share
premium

RiyeE

RMB'000
NEETT

1454114

(44,304)

1,409,720

1,409,720

(15,864)

1,393,856

Attributable to equity shareholders of the Company

ALAREREARL

Statutory
Warrant Other surplus  Exchange
reserve reserve  reserves reserve

B £ TR
B HibRE e EXRR
RMB000  RMB000  RMB000  RMB'000
NRETT  AEEFT  AREFT  ARETR
8,589 (10,323) 182,092 (63,047)
- - - 1,83
- - - 1,83
(8,589) - - -
- (10,323) 182,002 (61,212)
- (10,323) 192,110 (62,011)
- - - (2,186)
- - - (2,186)
- (10,323) 192,110 (64,197)

Retained
profits

REEA
RMB'000
NEETT

1,483,409
40829

40,829

8,089

1,532,821

1,657,233
51,512

51,512

1,608,745

Total
equity

L
RMB00)
NEETT

3,202,396
40829
1,83

42,664

(44,394)

3,200,666
3,234,201
51,512

(2,186)

49,326

(15,864)

3,267,753



Note:

On 14 January 2011, the Group entered a subscription
agreement with an independent third party to subscribe for
warrants of up to HK$609,352,000 at a warrant subscription
price of HK$0.05 per warrant, the aggregate of which
amounting to HK$10,328,000 (equivalent to approximately
RMB8,762,000). The expenses related to issuance of
warrants were approximately RMB173,000.

The warrant entitle the Subscriber to subscribe for a total of
206,560,000 warrant shares at the warrant exercise price
of HK$2.95 per warrant share (subject to adjustment as
provided in the subscription agreement) at any time during a
period of 12 months commencing from the completion date
of the subscription of the warrants. The subscription of the
warrants was completed on 21 January 2011.

All warrants were expired as at 20 January 2012.
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Net cash generated from operating
activities

Net cash used in investing
activities

Net increase in cash and cash
equivalents

Cash and cash equivalents at
beginning of the period

Effect of foreign exchange rate
changes

Cash and cash equivalents
at end of the period

RETDREREFE

REEFHFMAREER

RERREEEWENFE

HORERREEEY

HNEEREBHE

HRAERREEEY

For the six moths ended
30 June
BEAA=1tRHILAXEA

2013
—E-=F
RMB’000
AR¥FT

(Audited)
(REX)

195,470

(76,864)

118,606

539,535

(2,824)

655,317

2012

RMB’000
AREFT

(Audited)
(eT|z)

209,655

(125,846)

83,809

488,934

1,267

574,010



The Company was incorporated in the Cayman
Islands on 5 September 2006 as an exempted
company with limited liability under the
Companies Law, Cap 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands.
The Group is principally engaged in manufacturing
and trading of decorative base paper products
and printing paper product. The shares of the
Company were listed on the Main Board of the
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) on 2 October 2007.

The condensed consolidated interim financial
statements are presented in Renminbi (“RMB”)
unless otherwise stated, rounded to the nearest
thousand.

The consolidated financial statements of the
Group for the year ended 31 December 2010
were audited by another auditor, whose report
dated 30 March 2011 contained a disclaimer of
opinion arising from inability to obtain sufficient
appropriate audit evidence in relation to certain
audit issues (the “Audit Issues”). Since 2011,
the Company has appointed an independent
professional advisor to undertake an independent
review and investigation in respect of the Audit
Issues.

The independent review and investigation report
in respect of the Audit Issues carried out by the
independent professional advisor has been issued
on 20 November 2012.

The key findings and observation of the
investigation conducted by the independent
professional advisor has been stated in the
Company’s announcements on 22 April 2013, 17
July 2013 and 9 August 2013.

KRN —ZEEZNFENARARERSE
SRENEFE22EB(—NA—FEHS &
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The board of directors and audit committee of
the Company consider that the Audit Issues
raised by the Company’s former auditor have
been addressed. The Company has made and
will make continuous efforts to reinforce the
internal control system and corporate governance
mechanism.

As at the date of approval of these condensed
consolidated interim financial statements, the
Group’s business has been operating as usual
and the Company is not aware of any possible
impact on the Group’s operations and financial
position arising from the investigation result.

The Company has applied to the Stock Exchange
for the resumption of trading in the shares of the
Company. Announcement will be made by the
Company as and when appropriate informing the
shareholders on the progress of the application
for the resumption of trading.

The condensed consolidated interim financial
statements for the six months ended 30
June 2012 and 2013 have been prepared in
accordance with the applicable disclosure
requirements set out in Appendix 16 to the
Rules Governing the Listing of Securities (the
“Listing Rules”) on the Stock Exchange and
with International Accounting Standard (“IAS”)
34 “Interim Financial Reporting” issued by the
International Accounting Standards Board
(“IASB”).

The condensed consolidated interim financial
statements do not include all the information
and disclosures required in the annual financial
statements, and should be read in conjunction
with the Group’s annual report for the year ended
31 December 2012 (the “2012 Annual Report”).

RRBEFTERELZEEAR  AQH
AR MBS EECERERE - AR
B 1F R A AR 1 45 D hnse M BB ES 4R
ESSSSTE =Py 1 I

B S RGERAR & R R S IKR E B
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MBEREHEREAEELE R BRAE
B ERBEERE o

ARRIERBRAABHFARFRDREER
c RABHRNEERFREPHFREEE
EREHAEMERR -
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The accounting policies used in the condensed

consolidated interim financial statements for the

six months ended 30 June 2013 are consistent

with those in the preparation of the Group’s 2012

Annual Report.

The following new and revised standards,

interpretations and amendments (“new IFRSs”)

issued by IASB have been applied by the Group

in the current period which are or have become

effective.

IAS 1 (Amendments)

IAS 16 (Amendments)

IAS 19 (Amendments)

(as revised in 2011)

IAS 27 (As revised in

2011)

IAS 28 (As revised in
2011)

IAS 34 (Amendments)

IFRIC — Int 20

Presentation of Items of Other
Comprehensive Income
Property, Plant and Equipment

Employee Benefits

Separate Financial Statements

Investments in Associates and

Joint Ventures

Interim Financial Reporting

Stripping Cost in Production
Phase of a Surface Mine

ZE%U@ZZ "*_E/\ﬂ +Eﬁ/\1.ﬂ
EBRARE P B IS R R FT A g 5T R 2
REAEE T - _FFHAER -

RAEAR - AN A AT e B
A Z B eBEMIY D LW #IE MEER]

A REBEREFTT(HBERYEREE
All) e

ERetERNE 1R AMITAURERZ

(BFTK) e

B S ERIE 165 V¥ BERKE
(BFTAK)

R et ERIFE 195 ESEF
(BFTAK)

(Z2——4%

RIEsT)

BB S ERIE 275 BUHKHL
(ZF—%F

KEERT)

B et ERIFE 285 REELNAIRAE

(Z%—F A Al
W‘ZET)

R ERNF 34 FHYBHE
({9ET$)

F‘ @T BRERBZ FABLLEERZF
Bg — 2k R

2058



IFRS 7
(Amendments)
IFRS 10
(Amendments)
IFRS 11
(Amendments)
IFRS 12
(Amendments)
IFRS 13

IFRS 10, IFRS 11
and IFRS 12

IFRSs
(Amendments)

Disclosures — Offsetting Financial
Assets and Financial Liabilities
Consolidated Financial Statements

Joint Arrangements

Disclosures of Interests in Other
Entities
Fair Value Measurement

Consolidated Financial Statements,
Joint Arrangements and
Disclosures
of Interests in Other Entities:
Transitional Guidance

Annual Improvements to
IFRSs 2009-2011 Cycle

The application of the above new IFRSs in the

current interim period has had no material effect

on the amounts reported in these condensed

consolidated interim financial statements and/

or disclosures set out in these condensed

consolidated interim financial statements.

BB SRS ER HE - Ao HEER
BTHRUETIR) HEE

BRI BImEER HFEUBHE
F105(BFTAR)

BRI ImE &R HELH
ERREACCHIKN)

BRI S ER RERAMETL #am
F125(BFTAR)

BRI ImEER A FETE
F135%

BRI mEER LATBHE  BEL
F10% - BB HEREERAMELZ
BREERIF 11 e - BEES
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ERERIFE125

BRI S MEER B BiHREERF/E
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IFRSs issued but not effective
The Group has not early adopted the new and
revised IFRSs that have been issued but not yet

effective.

IAS 32 (as revised in  Financial Instrument: Offsetting Financial

2011) Assets and Financial Liabilities’
IFRS 9 Financial Instruments’
IFRS 7, IFRS 9 Deferral of Mandatory Effective Date of
(Amendments) IFRS 9 and Amendments to Transition
Disclosures’

IFRS 10, IFRS 12 and  Investment Entities’
IAS 27 (Amendments)

IAS 32 (Amendments)  Offsetting Financial Assets and Financial
Liabilities®

IAS 36 (Amendments)  Recoverable Amount Disclosures for Non-
Financial Assets’

IAS 39 (Amendments)  Novation of Derivatives’

Effective for annual periods beginning on or after
1 January 2015
Effective for annual periods beginning on or after
1 January 2014

The directors of the Company anticipate that the
application of the above new and revised IFRSs
will have no material impact on the results and
the financial position of the Group.

B 78 #5718 1) 5k 4 R HO B PR B 3R 5 22 Al
A5 B3 AR BIER 4N B 2B MR B 15 R A Y
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7 ERmBREE
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BRIE 27 (BFIR)
BRSHENERS HH2HLERZHERE
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(E3T%)

BResHen$o0s  HLTAEE

(BRTK)
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The Group operates in a single business segment,
the manufacturing and trading of decorative base
paper products and printing paper product in the
PRC. The Group’s chief operating decision maker
regards and manages the Group based on the
information of this single business segment, for the
purposes of assessing performance and making
decisions about operating matters. Accordingly,
no segmental analysis is presented. All of the
Group’s revenues are generated in the PRC and
substantially all of the Group’s assets are located
in the PRC and therefore no geographical segment
information has been disclosed.

The principal activities of the Group are the
manufacturing and sales of decorative base paper
product and printing paper product in the PRC.
Turnover represents the sales value of goods sold
less returns, discounts and value added taxes
and other sales taxes, which may be analysed as
follows:

AEBNEHSRE-XBDE - BER
[0 5 % 3 6 2 B0 IR AL om S R PR AL EE
AEBETBRERRELEE X5
MOEREZELEEAEE - 5EHY
REFEFZERRMEHIRTE © Bt - &
SEYWEZ5)D AN - AR AEEZH
WAREFE  MAKEBRIONEE
IR BRI - Bt - AR E KR
W@y B EH o

| 3 BO
o

AEBTENHBEREEE R HERMR
MERKLENFIMAERNER - EXHIE
EEEMBEERMNKRES T - BER
NEMHER - KAl o’

For the six months ended

30 June

BZEXA=1+THLAEAR
2013 2012
—E—=fF —E—_4F
RMB’000 RMB’000
AR¥TFr AREFT
(Audited) (Audited)
(RER) (&%)
Decorative base paper products 25 6 IR AR EE on 713,855 886,730
Printing paper product E[J/RI A 4R 25 fh 62,973 87,905
776,828 974,635



Other revenue

Bank interest income
Other

Other net loss

Loss on disposal of property,
plant and equipment
Net foreign exchange gain

H W za

RITHLBUA

Hit

HittE R %5

HEME - BE K

R E1R
IV I % B

For the six months ended
30 June
BEAB=1+RHIAEA

2013
—E—-=F
RMB’000
AR¥FT

(Audited)
(REX)

1,005
19

1,024

(43)
38

®)

2012

RMB’000
AREFT

(Audited)
(&&#EZ)

1,312
20

1,332

(12,608)
59

(12,549)



Profit before taxation is arrived at after charging:

(a)

(b)

Staff costs

Contributions to defined
contribution retirement plans
Salaries, wages and other benefits

Other items

Amortisation of lease prepayments
Amortisation of prepayment for
flood prevention expenses
Auditors’ remuneration
— audit services
— current interim period
— under provision in prior
year’s annual audit
Depreciation
Loss on disposal of property,
plant and equipment
Operating lease charges
in respect of
— leasehold land and properties
— others
Sewage disposal expenses
Research and development cost

BR B AT A 2 HIBR

For the six months ended
30 June
BEAB=1THIAXEA

2013 2012
—E-=£F —_=E=—=
RMB’000 RMB’000
AR FT ARBTFT
(Audited) (Audited)
(BEZ) (B&E%)
BIRAK
EREHIURAR S
FT BB 3,926 3,607
e IEREMBEF 31,586 29,723
35,512 33,330
HihEH
MHETE IR 170 170
B LB 2 TR A R IE
s 425 425
= EET BN &
— FethRTE
— ZNAFE] 1,000 500
— UNAIFEZFE
BEzBHETE 300 800
e 121,968 111,540
HEME - BEK
HEREE 43 12,608
EANCEHEER
— HELHRYE 5,323 4,402
— Hfth 85 85
E L= 219 219
AR 59 59



Current tax — PRC corporate

income tax Fris®
Provision for the period AHAREETIE
Under-provision in respect AT EERE ST

of the prior period

(i)

Pursuant to the rules and regulations of the
Cayman lIslands and British Virgin Islands
(“BVI”), the Group is not subject to any
income tax in the Cayman Islands and the
BVI.

No provision has been made for Hong
Kong Profits Tax as the Group did not have
assessable profits subject to Hong Kong
Profits Tax for the six months ended 30
June 2013 (2012: Nil).

The applicable tax rate for Shandong
Qunxing Paper Limited (“Shandong QX”) for
the six months ended 30 June 2013 and
2012 are 25%.

ENEABIE — PERHE

(it

(i)

For the six months ended

30 June

BEAA=1+RHLXEA
2013 2012

—Eg—-= —_EF—=
RMB’000 RMB’000
AR¥TFT AREFor
(Audited) (Audited)
(REZX) (E=Z)
20,480 18,574
420 489
20,900 19,063

REFESHEMRBREZEHS([R
BRZESDORAEER K&
BBEGRFSEE M RE R LR
SHERPTFH ©

REE-_ZT—=FA=+HL~
@A BRAEETERDEMA
BNBEBFER 2 ERBARN - B
S BB BF SRR RE (S
—ZF &)

WRBEAXZFERAA(NILRE
EDRBEZZE—=FK=ZE—Z=
FRA=ZTHILEREANBERAB X
#25% o



In addition, the Group would be subject to
withholding tax at the rate of 5% if profits
generated by Shandong QX after 31 December
2007 were to be distributed. As Shandong QX is
wholly owned by the Company, the Company can
control the payments of dividends by Shandong
QX and the Company’s directors have confirmed
that it is unlikely that Shandong QX will pay
dividends in the foreseeable future.

(a) Dividends payable to equity
shareholders of the Company
attributable to the interim period

The Board does not recommend the
payment of interim dividend for the six
months ended 30 June 2013 (2012: Nil).

(b) Dividends payable to equity
shareholders of the Company
attributable to previous financial year
approved during the interim period

Final dividend in respect of the ERFEHRIEEE
year ended 31 December 2012, —ZE——HF+_A
=+ —HIEFERARE
BRRERAR1.229 811
(RWEERARE 1D

approved during the interim
period, of HK1.229 cents
(equivalent to approximately

AN MILERBENR T F+ A
Zt+—HEBSERDAEF DR  ALE
BT IETLR 5% FURTERL - BERAR
AIZEHAILREE  ARF) A LR
HERMORKRE  MAREESER @ 1L
BEETKAIREEN] LB RIRMAKRE -

(a) EBENAQAEDZFEAPHEER

T

(i

g

é%ATL%/ﬁ?‘@Zi_;*_i
H THRIEREANFHEE(Z
——F )

M >t

(b) EREAQXTAESZRAAL-PEREF
ERGERE  ERFHA#E

For the six months ended

RMB1 cent) per ordinary share (BEz—ZT—F+=f8

(year ended 31 December 2011: =+—HIFE :
TR E @A 3.38 1l

HK3.38 cents, equivalent to

approximately RMB2.798 cents, #JHERARKE2.798%)

per ordinary share)

30 June

BZA~A=1+HIEAEA
2013 2012
—E-=F —ET—CF
RMB’000 RMB’000
AEB%FT ABBTFIT
(Audited) (Audited)
(RE®) (&%)

3)

15,864 44,394



(a)

(b)

Basic earnings per share

The calculation of basic earnings per share
for the six months ended 30 June 2013 is
based on the profit attributable to ordinary
equity shareholders of the Company of
RMB51,512,000 (2012: RMB40,829,000)
and the weighted average number of
1,686,391,450 ordinary shares (2012:
1,586,391,450 ordinary shares) in issue
during the period.

Diluted earnings per share

Diluted earnings per share for the six months
ended 30 June 2013 and 2012 are the same
as the basic earnings per share. There was
no dilutive events existed during the six
months ended 30 June 2013 and 2012.

Capital expenditure comprises additions to

property, plant and equipment, prepayment

for the acquisition of plant and equipment and

construction in progress. During the six months
ended 30 June 2013, the Group incurred
aggregate capital expenditure of RMB77,879,000
(2012: RMB127,158,000).

(a)

(b)

BREXER
BHE-_Z—=FA=F+HILAMHE
Rz BRERBFRTIRERAG L
AREZTAEABRGRNARK
51,512,000 (ZZF ——F : AR
¥ 40,829,0007C ) R BN B B 1T 2
1,5686,391,450 R FRR(Z T —=
F 1 1,5686,391,450 % & 3 % ) 2 AN
BETHEGETE -

BRBE2F
HE-_T—=FRK_FT—Z-FH
=THRERNERAzGRE SR E
EREXBHNER - RBEEZFT
—=FR_E——FNA=tHIE
NEARWEHEEE o

BEARZBEYE - BEREE - WIEK
EREEBEEBNRERERIRZZEM -
HE-_Z—=FXA=1+HLAEA &
SEBRERAHAEZARARKET77,879,0007T
(ZZF—=—%F : AR¥127,158,0007T) °



(@)

(b)

Inventories in the condensed consolidated
statement of financial position comprise:

Raw materials and consumables AL KB R
Finished goods SR o

The analysis of the amount of inventories
recognised as an expense and included in
profit or loss is as follows:

EEFEREE

Carrying amount of inventories sold

(@)

(b)

BASEYBRARANTER

SCE

At

30 June
2013
R-E—=%
~AZ=+H
RMB’000
AE¥FT
(Audited)
(REX)

22,292
18,760

41,052

HERaTEAS/SAXNTFESH

o

At

31 December

2012
RN-E—=

+=-—A=1+—H

RMB’000

ABRETFIT

(Audited)

(& &EZ)

24,762
16,557

41,319

For the six months ended
30 June
BEAA=+TRHILXEA

2013
—E-=F
RMB’000
AREFT

(Audited)
(RER)

671,559

RMB’000
ARBTFT
(Audited)
(e|z)

857,525

)



Trade receivables JEUE BRI

At At

30 June 31 December
2013 2012
R-ZB—Z=% R-IT—_F
ARA=+tH +tZA=t—H

RMB’000 RMB’000
AR¥TFiT AREFT
(Audited) (Audited)

(RRE®R) (RFEZ)

Prepayments, deposits and other FERFRIE -~ e R EMmEK

receivables FOA

At 30 June 2013, prepayments, deposits
and other receivables mainly comprises of
prepayments for acquisition of plant and
machinery of RMB92,080,000 (At 31 December
2012: RMB67,200,000) and current portion
relating to the prepayment for flood prevention
expenses of RMB850,000 (At 31 December 2012:
RMB850,000).

All of the trade and other receivables are expected
to be recovered or recognised as an expense
within one year.

71,080 53,999
93,884 72,062
164,964 126,061

R-ZE—=FA=+H BF7HE-
ReREMBERRBEZRERERE
Ko 83 2 A+ 3B A R #592,080,000 7T
(RZE—=—F+=—A=+—H: AR
67,200,000 7T ) & B 3t A % 78 1 s IB AP
HE > AR ¥ 850,000 T(R - F— -4
+—-A=+—H: AR¥850,0007T) °

P FEUE 5 B 3R Ko EL i B W SR IR TR IR
—FRREKER B



(a) Ageing analysis (a) BRERDAFT

Included in trade and other receivables are BEERKE FEST R E M EE
trade receivables with the following ageing BrRERKESEZNRERRZE
analysis as of the end of the reporting BOMIT
period:
At At
30 June 31 December
2013 2012

RZBE—=F R-T——-F
ANA=+H +=ZA=+—H

RMB’000 RMB’000
AR¥TFT AREFor
(Audited) (Audited)

(REEXK) (&EZ)

Current BN HR 71,080 53,999
At At

30 June 31 December

2013 2012

RZB—=F RZZ=—=
NB=+H +ZA=1+—H

RMB’000 RMB’000

AR¥FT AREFT

(Audited) (Audited)

(RRERZ) (f&%)

Trade payables JERTE SRR 92,306 78,120
Other payables and accruals Hih N RIBRTBIRER 25,725 22,974

118,031 101,094



Included in trade and other payables are trade
payables with the following ageing analysis as of
the end of the reporting period. The credit period

granted by suppliers generally is not more than 30H -
30 days.
At At
30 June 31 December
2013 2012
R=-ZB—Z=% RZIT—_F
ANA=+H +=ZA=+—H
RMB’000 RMB’000
ARMFT AEEFIT
(Audited) (Audited)
(RE®) (B&EZ)
0-30 days 0Z30H 92,306 78,120
All of the trade and other payables are expected FrE B SRR A sRIBTEHR
to be settled within one year. —FREN -
2013 2012
—g—= —E——4F
Number Number
of shares of shares
R&OBAR e H
’000 RMB’000 ‘000 RMB’000
FR AR¥TFT Fhig AREFIT
(Audited) (Audited) (Audited)  (Audited)
(RER) (RE®R) (887 (KEZR)
Ordinary shares issued BETRAR
and fully paid, TiER
At 1 January and Rn—A—BK
at 30 June HANA=+H 1,586,391 147,562 1,586,391 147,562

BIREERNE SRR EMENFIES 2
&N 8 5 B SR ¥ & B R A9 BR % 20 AT 40
T -ZSHEFRTHEER -—RTZR



(a)

Operating leases

At 30 June 2013, the total future minimum
lease payments under non-cancellable
operating leases are payable as follows:

Within one year —FR

After one year but within five years —&E &8 AL E R

After five years AFLE

The Group is the lessee in respect of
leasehold land and properties held under
operating leases. The leases run for an initial
period of two to fifty years, with an option
to renew the leases upon expiry when all
terms are renegotiated. Lease payments
for the leasehold land situated in PRC are
renegotiated every five years to reflect
market rentals. None of the lease includes
contingent rentals.

(a)

reERaE
RZFE—=FXA=+H  BRET
ARENEEHER RRENNR
BEaHEERER|MT

At At
30 June 31 December
2013 2012

RZBE—=F HR-T——-F
ANA=+H +=ZA=+—H

RMB’000 RMB’000
AR¥TFT AREFor
(Audited) (Audited)

(REEXK) (& Z)

7,089 6,239
17,665 18,654
155,655 157,524
180,409 182,417

AEERBAKREHELAEEL
RMENEBA - ZZFHEDH
ARBP-ERTF XAREEHW
@B EY EMER A RN -
RPEEELTHNEHEERER
FEMER - ARBRMISHEE - T
FHENBRExAESE -



(b)

Capital commitments

Capital commitments outstanding at 30 June
2013 and 31 December 2012 not provided
for in the condensed consolidated interim
financial statements were as follows:

Contracted for SHES

At 30 June 2013 and 31 December 2012,
the Group was committed to certain
construction contracts for the acquisition of
plant and machinery and buildings.

(b) EAREE
RZE—=Z=FA=F+HEZZE
——F+-A=+—HHKERFNA
RIE R AR & B B 75 R 3% 1F 1

B AN AEN T
At At

30 June 31 December

2013 2012

RIE—=F R=-ZT—-F
AA=+A +-A=+-H

RMB’000 RMB’000
AR¥TT ARETFT
(Audited) (Audited)
(RBERZ) (e8|z)
131,920 160,496

RZE—=ZFX"A=Z+HEZZE
——H+-A=+—H8  KEEX
EETEERMEE#SENEFTZE

REH -



(c)

Environmental contingencies

To date, the Group has not incurred any
significant expenditure for environmental
remediation and is currently not involved in
any environmental remediation. As such,
the Group has not accrued any amounts
for environmental remediation relating to
its operations. Under existing legislation,
management believes that there are no
probable liabilities that could have a material
adverse effect on the financial position or
operating results of the Group. The PRC
government, however, has moved, and
may move further towards more rigorous
enforcement of applicable laws, and towards
the adoption of more stringent environmental
standards. Environmental liabilities are
subject to considerable uncertainties which
affect the Group’s ability to estimate the
ultimate cost of remediation efforts. These
uncertainties include (i) the exact nature and
extent of the contamination, (i) the extent
of required clean up efforts, (iii) varying
costs of alternative remediation strategies,
(iv) changes in environmental remediation
requirements and (v) the identification of new
remediation sites. The amount of such future
cost is indeterminable due to such factors
as the unknown magnitude of possible
contamination and the unknown timing and
extent of the corrective actions that may
be required. Accordingly, the outcome of
environmental liabilities under proposed
or future environmental legislation cannot
reasonably be estimated at present and
could be material.

(c)

RIRKAREER
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EEFAERAIZHL  RETELR
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RNERBRENRBERERE R
REABEHNTHEERZRA A2
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During the six months ended 30 June 2013 and REBEE-_ZET—=FK"FT——F A=+

2012, transactions with the following party are HIENEAR @ BT FETHRZ SR

considered to be related party transactions: EEERTS

Name of related party Relationship

BESEB &

Shandong Changxing Group Limited Effectively 55% owned by Dr. Zhu Yu Guo,
(“SD Changxing”)* 30% by Mr. Zhu Mo Qun and 15% by Ms.

Sun Rui Fang, the Directors
IWREREEEERAFT(LERE] EERTHBEL KREHLERFRT LT

DRIEEHEG 55% ~ 30% & 15% iz

* The English translation of the company name *
is for reference only. The official name of this
company is in Chinese.

(a) Recurring transaction (a)
Lease of leasehold land and MUT—HFEAEE
properties from: S EE
— SD Changxing — UERE

The directors are of the opinion that
the above related party transaction was
conducted on normal commercial terms and
in the ordinary course of business.

FZARZPXEEBIEAAN - HXGE
LEHRS2E -

REMERS
For the six months ended
30 June

BEXA=t+HLXKEA
2013 2012
—EB—= —ET—_4F
RMB’000 RMB’000
AEB%FT AEBFIT
(Audited) (Audited)
(REX) (RE%)
1,185 1,135

EE2RR LABETRSIRIE
—RERGEREREEBBIEZRE
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(b) Key management personnel (b)
remuneration
Remuneration for key management
personnel of the Group, including amounts
paid to the Company’s directors and certain
of the highest paid employees is as follows:

REEEREA
FERERK S BIHR

Short-term employee benefits
Contribution to defined
contribution retirement plans

The Group did not have any significant events
after the reporting period.

TEEEAEMHE

AEETZERABZHE(BED
NARBEZERENE T &= H M
BEZEB)WMT :

For the six months ended
30 June
BEAA=+TRHLXEAR

2013
—E—=
RMB’000
AREFT
(Audited)

(REEXK)

1,994

15

2,009

2012
RMB’000
ARBTF T
(Audited)
(E=Z)
1,593

13

1,606

REHR - AEBYWBEAERNEE -



As at 30 June 2013, the interests of the Directors
in the shares of the Company or its associated
corporations (within the meaning of Part XV of the
SFO) as recorded in the register required to be kept by
the Company pursuant to Section 352 of the SFO, or
as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code, were set out
below:

Long Positions in Shares of the Company

Nature of
Name of Director  Capacity interest
EExE8 g7 REEME
Dr. ZHU Yu Guo Interest of controlled Corporate
RERIEL corporation NG

RN AR

Ms. SUN Rui Fang Interest of spouse Family
Fimm X+ B R ENS
Note:

All these shares were beneficially owned by Boom Instant
Limited which was owned as to 80% by Addinsight Limited.
By virtue of his 87.5% direct interest in Addinsight Limited,
Dr. Zhu Yu Guo, a chairman of the Board, was deemed to be
interested in the same parcel of shares held by Boom Instant
Limited under the SFO.

Ms. Sun Rui Fang, a non-executive Director and the spouse
of Dr. Zhu Yu Guo, was deemed to be interested in the same
parcel of shares held by Dr. Zhu Yu Guo under the SFO.

These shares were same as those shares held by Boom
Instant Limited as disclosed in the section headed
“Substantial Shareholders’ Interests in Shares of the
Company” below.

RZB—=FA=1H EFNERAAIHH
B EE(AESF R EREXVE 2 RE)
VR Fh B IR IB AR 75 M HA B (5151 2F 352 1R A
BRERARRHFNECMANER - RE
RETRIRANEARE KB ANEREIW
T

RERABRGZHR
Approximate
percentage of
Number of issued ordinary
ordinary shares shares
held {EERTEBER
HENEBERHE ZHABES
1,075,207,218 67.78%
(Note)
(K1&t)
1,075,207,218 67.78%
(Note)
(K17t)
Mtz -

ZEW D25 Boom Instant Limited x5 A -
Addinsight Limited # % Boom Instant Limited 80%
i o AN EFE X fE K FBIE L %A Addinsight
Limited #)87.5% B - RIBFH LR KM -
1% # AR A %8 Boom Instant Limited 55 89 & —#E %
B2 o

RIEEH R ERD - FNTEERRS 2+ bk
FE T2 BB IR AR K E E a0 E—
BERR 15 2 i 25 o

ZEBRMETXEEBRENEAARRMD 2 EE] —
ENFT# F5 89 FH Boom Instant Limited 34 2 i {5 18
A e



Long Positions in Shares of Associated

Corporations of the Company

Name of
Director

EEEH

Dr. ZHU Yu Guo
KEEBL

Ms. SUN Rui Fang
BBt

Mr. ZHU Mo Qun
RBHELE

Name of
associated
corporation

HBOEE A8

Boom Instant
Limited

Addinsight Limited

Boom Instant
Limited

Addinsight Limited

Boom Instant
Limited

Be Broad Limited

Capacity
&%

Interest of
controlled
corporation

St VNCIL £

Beneficial owner/
Interest of

Interest of spouse

AoiBs

Beneficial owner/
Interest of
spouse

ExBEAN
[ da

Interest of
controlled
corporation

RIS AR

Beneficial owner

ExBAA

REXTEBZERD 2HFR

Nature of
interest

BEME

Corporate
A

Personal/
Family
BA Kk

Family
K Ik

Personal/
Family
BA/ Rk

Corporate
A A]

Corporate
NG|

Number of
ordinary
shares held
BEMN
EEREA

=

80

87.5/12.5

80

12.5/87.5

20
(Note)
(B15t)

100

Approximate
percentage of
issued ordinary
shares
HERTEERZ
L NER e

80%

87.5%/12.5%

80%

12.5%/87.5%

20%

100%



Long Positions in Shares of Associated
Corporations of the Company (Continued)

Note:

All these shares were beneficially owned by Be Broad
Limited. By virtue of his 100% shareholding interest in Be
Broad Limited, Mr. Zhu Mo Qun, a vice-chairman of the
Board, was deemed to be interested in the same parcel of
shares in Boom Instant Limited held by Be Broad Limited
under the SFO.

Save as disclosed above, as at 30 June 2013, none
of the Directors has interests or short positions in
the shares, underlying shares or debentures of the
Company, or any of its holding companies, subsidiaries
or other associated corporations (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.

At no time during the period was the Company
or any of its subsidiaries a party to arrangements
enabling the Directors to acquire benefits by means
of the acquisitions of shares in or debentures of the
Company or any other body corporate, and none of
the Directors or their spouse or children under the age
of 18 had any right to subscribe for securities of the
Company, or had exercised any such right during the
period.

RAELTEBEERG 2 TR (E)

Wit -

ZE D28 Be Broad Limited BExER - 1R1F
BENRIAERD  EREZFCAETRARHTES
BEM Be Broad Limited #)100% 1% « #1458 Ak
G Be Broad Limited# & # Rl — #tBoom Instant
Limited A&7~ #E % o

BREXFHBEEEN RZF—=F A=+
B EEHMERNARBRETMERAGF - W
B AR EMERER(RES KB ERE
XVE#B2 ) D ~ MR HESTESR
RIFE S KR EDIE 352 KRB LN AR A
BENELCMANBRIAR » IREFEST
QARG AR RA] LB XS SORR

AR A SHEERME R RN ERERERE - I
BV ENZHBEESAEBEARRSIE
MEMEABR R BESM D MES
o5 18 55 2 BLAB SR M 18 R .2 T 20 B B AL 4
BEAIRBARAES TAERN - TREITE
T Z SRR -



As at 30 June 2013, so far as is known to the
Directors, the interests of substantial shareholders/
other persons (other than the Directors) in the shares
of the Company as recorded in the register of the
Company required to be kept under Section 336 of the
SFO were set out below:

Name of substantial shareholder

FERREE

Boom Instant Limited

Addinsight Limited

Note:

All these shares were beneficially owned by Boom Instant
Limited. By virtue of its 80% shareholding interest in Boom
Instant Limited, Addinsight Limited was deemed to be
interested in all the shares held by Boom Instant Limited
under the SFO. Dr. Zhu Yu Guo, Mr. Zhu Mo Qun and Ms.
Sun Rui Fang are the directors of both Boom Instant Limited
and Addinsight Limited.

Save as disclosed above, as at 30 June 2013, no other
persons (other than the Directors) were recorded in the
register of the Company required to be kept under Section
336 of the SFO as having interests or short positions in the
shares and underlying shares of the Company.

RZF—=FXA=1TH HREFHAH  RIE
&7 M EA B (R B 55 336 IR TF 1 AN 2RI B AL it
Fracskz T EBREMAL(EERINNA
R RSB T -

Approximate
percentage
of the issued

Number of ordinary shares
ordinary shares held HERTZERN
BHENEBER™E BRES
1,075,207,218 67.78%

(Note)

(K17t)
1,075,207,218 67.78%

(Note)

(K17t)

Hia -

ZE R 2 Boom Instant Limited Ea5 A o
Addinsight Limited i B 7 Boom Instant Limited
B0% M RIEEFMHEGRIIRRERESR
Boom Instant Limited AWM BRMDAIEZ © K
FEIEL - RBEE A RERS LTI /Boom
Instant Limited & Addinsight Limited < &% ©

BEXPBEREIN RZFT—=FA=1tH" R
BESMEEIEI6HARRET ﬁfsﬁzﬁa
MARs: - MEEMAL(EERINEEEAR

o KRRy s SR B -



The Directors do not recommend the payment of any
interim dividend for the six months ended 30 June
2013 (1H2012: Nil).

During the six months ended 30 June 2013, the
Company has complied with the relevant code
provisions (the “Code Provision(s)’) under the
Corporate Governance Code as set out in Appendix 14
to the Listing Rules except the following deviation:

Code Provision A.2.1: Currently, the Company does
not have any person holding the title of CEO. Dr.
Zhu Yu Guo, who apart from being an executive
Director and the chairman of the Board, also assumed
responsibilities which are comparable to those of
a CEO. Dr. Zhu is responsible for overseeing and
planning the business strategies of the Group as well
as providing leadership and management to the Board.
The role of the chairman is separated from that of the
general manager of the Company. Mr. Zhu Mo Qun, an
executive Director, a general manager of the Company
as well as a vice-chairman of the Board, is responsible
for the overall management of the Group’s business
operation and implementing business strategies
formulated by the Board. The Board considers that
this management structure can provide the Group
with consistent leadership and enables the Group to
make and implement the Board’s decisions promptly
and efficiently. The Board will regularly review the
effectiveness of this structure to ensure that such
structure is appropriate in view of the Group’s
prevailing circumstances.

EEfEFRNBZ T = A=1THI1t
NEANFRRE(ZE—ZF L¥F : &) -

RBEZE-T—=FA=1THILRER &R
Al-EAETETRAMS4ME Z(EEER

SRR E A2 16K - /A AN R I EER
AT EETREH B - REBEE LR S S8
TESREFSERIN  TETETERASE
BB KRBLTAEERERIAKEZE
BREE > WREAREEERS - EARRERE
QKB BEDH - ARABZHITES - 2
KEREERRTRABHLLERAEAEEE
SLBEZERBER  UNRTEEEMHIRI 2
EBRE ZERGRRULERRBSARELZ
BEA I WEAKEERENARMIE
HERITEZES Z2RTE - EFSHE SR
RIBZRR - NERZRBUAAEEERZ
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The Company has adopted a securities dealing code
(the “@QX Securities Dealing Code”) regarding
Directors’ and employees’ securities transactions on
terms no less exacting than the required standard
as set out in Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”)
contained in Appendix 10 to the Listing Rules. The QX
Securities Dealing Code also applies to the relevant
employees who may be in possession of unpublished
price sensitive information. Having made specific
enquiry of all the Directors, the Directors confirmed
that they have complied with the required standard as
set out in both the QX Securities Dealing Code and the
Model Code throughout the six months ended 30 June
2013.

Having made specific enquiry of all the Directors,
there is no change in the information of the Directors
required to be disclosed pursuant to Rule 13.51B
of the Listing Rules since the publication of the
Company’s 2012 annual report.

The Audit Committee is currently comprised of all
three independent non-executive Directors. The Audit
Committee has reviewed with our management, the
audited consolidated interim financial statements of the
Group for the six months ended 30 June 2013 and the
accounting principles and practices adopted by the
Group during the period.
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During the six months ended 30 June 2013, neither the

Company nor any of its subsidiaries has purchased,

sold or redeemed any of the Company’s shares.

The following is a summary of the principal terms of a

share option scheme (the “Share Option Scheme”)

adopted by the Company on 8 September 2007.

(a)

(b)

Purpose of the Share Option Scheme

The purpose of the Share Option Scheme is to
enable the Group to grant options to selected
participants as incentives or rewards for their
contribution to the Group.

Who may join

The Directors may, at their discretion, invite (i)
any directors and employees of any members of
the Group and any entity (“Invested Entity”) in
which the Group holds an equity interest; and (ii)
any advisors, consultants, customers, business
partners, joint venture partners, supplier of goods
and service providers of any member of the
Group or any Invested Entity to participate in the

Share Option Scheme.

RBE_T—=FA=1THILXER &R
AIREEMMBEARMERE  HEXEEE
A ARERL °

ATRARRR_ZEZTLFNLANBRAZE
Pt 8 ([BRAERT 8 DA T2 HFME -
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(c)

(d)

Maximum number of the Company’s shares
which may be issued

The maximum number of the Company’s shares
which may be issued upon the exercise of all
outstanding options granted and yet to be
exercised under the Share Option Scheme and
any other share option scheme of the Group shall
not in aggregate exceed 30% of the issued share
capital of the Company from time to time.

The total number of the Company’s shares which
may be allotted and issued upon exercise of all
options to be granted under the Share Option
Scheme and any other share option scheme of
the Group shall not in aggregate exceed 10% of
the issued share capital of the Company on 2
October 2007 (the day on which dealings in the
Company’s shares first commenced on the Stock
Exchange) but excluding such shares issued
upon the exercise of the over-allotment option as
referred to in the Prospectus. Such limit may be
refreshed at any time provided that the new limit
must not in aggregate exceed 10% of the issued
share capital of the Company as at the date of
the Company’s shareholders’ approval of the
refreshed limit in general meeting.

Maximum entitlement of each participant

The total number of the Company’s shares
issued and which may fall to be issued upon
exercise of the options granted under the Share
Option Scheme and any other share option
scheme of the Group (including both exercised
or outstanding options) to each participant in
any 12-month period shall not exceed 1% of the
issued share capital of the Company for the time
being.

(c)

(d)

AFRITZARARDVESHE

RITERERE A E R 8 MR R E T B A
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(e)

(f)

(9)

Time of acceptance and exercise of option
An option may be accepted by a participant
within 21 days from the date of the offer of grant
of the option.

An option may be exercised in accordance
with the terms of the Share Option Scheme at
any time during a period to be determined and
notified by the Directors to each grantee, which
period may commence on a day after the date
upon which the offer for the grant of options is
made but shall end in any event not later than 10
years from the date of grant of the option subject
to the provisions for early termination thereof.

Subscription price for Shares and
consideration for the option

The subscription price per share of the Company
under the Share Option Scheme will be a price
determined by the Directors, but shall not be
less than the highest of (i) the closing price per
share of the Company as stated in the Stock
Exchange’s daily quotations sheet on the date
of the offer of grant; (ii) the average closing price
per share of the Company as stated in the Stock
Exchange’s daily quotations sheets for the 5
trading days immediately preceding the date of
the offer of grant; and (iii) the nominal value of a
share of the Company.

A nominal consideration of HK$1 is payable on
acceptance of the grant of an option.

Period of the Share Option Scheme

The Share Option Scheme will remain in force for
a period of 10 years commencing on the date on
which it is adopted.

No options were granted, cancelled or lapsed under
the Share Option Scheme as at 30 June 2013.

(e)

f)

(9)
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