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2008 Interim Dividend

Payment of Dividend Per : HK4.16 cents per
Share share (equivalent to
approximately RMB3.66
cents)

Period of Book Closure : 3 September 2008 to
5 September 2008

Payment Date . 12 September 2008

—EENFHHERE

BFR S D ER A6 II(HEE
RAR¥3.66%)

H LB PR CCEENFENA=ZHE
—EENFNARH
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“Board”

[EFE)

“BVI”
[RBERES ]

“CG Code”

[fREATAI

“Code Provision(s)”
[ <P BI1ER S ]

“Company” or “QX Paper”

VNI AR5

“connected person”
[BAEAL]

“Director(s)”

[E%]

“Dr. Zhu”
S

“Group” , “QX Group”, “we”,

“OUI’” or uusu

[AEE S EFESE ]

“HK$”
[T

“Hong Kong”
(&% ]

DEFINITIONS
B=

the board of Directors

-

the British Virgin Islands
RBRIES

the Code on Corporate Governance Practices as set out in
Appendix 14 to the Listing Rules
ETRBIM S 14 RS 2K B EERERTAD

the code provision(s) under the CG Code
M EERTRIASTRIEX

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

HEGEXZERARLA  —FAERSHESTMRINEREERA]
HE BTRMMRBERMER Em

has the meaning ascribed to it under the Listing Rules

HA WA RIATE TR E

director(s) of the Company

RRABES

Dr. ZHU Yu Guo, an executive Director and chairman of the
Company and father of Mr. Zhu and husband of Mrs. Zhu
KREBBL  BRARRIZHITESHREIR  WAKRTEENNBEEAEAK
YNBSS

the Company and its subsidiaries

RRE R HHTE AT

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

the Hong Kong Special Administrative Region of the PRC
PEEERFRITTRE

Qunxing Paper Holdings Company Limited

O BREREERERAT



DEFINITIONS
B=

“Listing Rules”

[ EfRAl

“Model Code”
[1Z%E=F A

“Mr. Zhu”
[R5 H ]

“Mrs. Zhu”
[RARK]

“PRC”

[ E ]

“Prospectus”

[ ERE

“QX Securities Dealing Code”

[HEEFEETH

“RMB”
AR

“SFO”
[ &7 M B D

“Shandong QX”

the Rules Governing the Listing of Securities on the Stock
Exchange

(B FraE s LR AL

the Model Code for Securities Transactions by Directors of Listed
Issuers as set out in Appendix 10 to the Listing Rules

ETRAME 10 B 2 EMARERETESF X HNRESTRD

Mr. ZHU Mo Qun, an executive Director, vice-chaniman and general
manager of the Company and the son of Dr. Zhu and Mrs. Zhu
RBEELE  RARFIZHITESE B XFHRELE  AA/KBELHE
KRAKRZRF

Ms. SUN Rui Fang, an non-executive Director and the wife of Dr.
Zhu and mother of Mr. Zhu
B st RIFMITES  WRRELOEFRREENTR

the People’s Republic of China, which for the purpose of this
report, shall exclude Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan

hEARANE - ABEME - TEREES - FEURPIFRIITHE

K&

the prospectus of the Company dated 17 September 2007
ARRHHRA—ZZ+HFNATHEZHERER

a securities dealing code adopted by the Company on 8 September
2007 on no less exacting terms than the Model Code
RRAARZZEZLFENANBRANCERE BT - HERTRIR
EFRIER

Renminbi, the lawful currency of the PRC

AR RBUEER

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

(BHERABHKRIN(EBEDE 71 E)

Shandong Qunxing Paper Limited*, a limited liability company

[UERAE established in the PRC and a wholly-owned subsidiary of the
Company
IWRHEREERAR  —HARPREKIMBRETAT  WALRR
Al BB AT

* the unofficial English translation is for identification * FEIF =028 X BYFE (E 735

purpose only

Interim Report 2008
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“Stock Exchange” & The Stock Exchange of Hong Kong Limited

[ B 22 P ERBMERHABERAT]

“substantial shareholder(s)” ¥8§ has the same meaning ascribed to it under the Listing Rules
[FEZRRFR] BB FmRAIE T H R E

“%” 8 per cent.

[%] At

Qunxing Paper Holdings Company Limited
8 meEmgrRARAT



GLOSSARY OF TECHNICAL TERMS
TR

“decorative base paper” & a kind of specialty paper which is used as a decorative layer to be
[ 80R AR impregnated with various wooden or synthetic materials to form

laminated board

—RERER - RIERMREL B ARAREARDEIRERKAER

“laminated board” ¥§ a board product comprising a plurality of adjacent sheets of

[ AR wooden or synthetic materials and decorative base paper, laid onto
each other by an adhesive bonding material positioned in between
to form a laminate
MEZEGREENARENE KD LEMRBAKOIANRER - UF
MYE R R B ATEBCE Fr

“printing paper” ¥8 a kind of paper commonly used for photocopying and printing

[ EN R AR 4% —RE T iR AR R I HIRIEY 4R ok

“specialty paper” ¥ a kind of paper with unique properties which is suitable for special
ESREL purposes and is not considered to be one of the standard papers

by paper manufacturing industry
—RABFUEMERREIRAENAR  EEEETITHERER/TE

k2 —
“sg.m.” & square meter
B> FIroK
“tonne” ¥ a metric tonne, equivalent to 1,000 kilograms
[0 | —AME - FHER 1,000 8T

Decorative base paper

High-density fiberboard
= MR

Structure diagram of a laminated board

NIEIR 2 i1 [E

Interim Report 2008
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Operating Results

Turnover

Profit from operations

Profit before taxation

Profit attributable to equity
shareholders

Gross profit margin

Net profit margin

Per Share Data

Basic earnings per share
(RMB cents)

Dividend per share
(HK cents)
(equivalent to approximately
RMB cents)

Financial Position

Total assets

Cash and cash equivalents
Total liabilities

Total equity

Current ratio
Quick ratio
Gearing ratio

FINANCIAL HIGHLIGHTS

BHERE
For the six months
ended 30 June
BEANA=tRHLNEAR
2008 2007
—EENE I
RMB’000 RMB’000 Change
AR¥TFoT ARMFor )
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
R
e 683,415 518,644 +31.8%
eyl 200,062 118,798 +68.4%
FrEERT @A 192,374 107,936 +78.2%
ek I R (G 2 A
190,089 107,936 +76.1%
ESVES 25.3% 25.2% +0.1% pts
B
Fg F) E 27.8% 20.8% +7.0% pts
BoE
BREE
SR EAZF|
(AR#5) 18 14 +28.6%
SRR B
CENL) 4.16 — N/A i@ A
(FIHE A R 57)
3.66 — N/A 7 A
As at
As at 31 December
30 June 2007
2008 R-ZT4F
R-ZEZENF +=—A
ANA=+8 =t+—H
RMB’000 RMB’000
AR¥FT ARETFor
(Unaudited) (Audited)
(REBER) (JeT|Z)
B AR R
BEHE 2,330,109 2,517,922 -7.5%
B4 LIESZEY) 1,490,762 1,792,158 -16.8%
aBfERE 244,919 476,272 -48.6%
M E(E 2,085,190 2,041,650 +21%
mEPLL 2 6.6 7.0 -0.4 times 1Z
RN K 6.5 6.8 -0.3 times &
EEABLE 5.3% 9.4% -41% pts
B

Qunxing Paper Holdings Company Limited
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CONDENSED CONSOLIDATED INCOME STAT
ARG SEER .

For the six months ended 30 June 2008
2 FENENA=FHIEANEA

For the six months
ended 30 June
BZA~A=1THIL~EA

2008 2007
—EENFE T LF
Note RMB’000 RMB’000
ik AREFT ARMTFIT
(Unaudited) (Unaudited)
(REHER) (REFEZR)
Turnover EER 3 683,415 518,644
Cost of sales SHE KA (510,680) (387,926)
Gross profit EX 172,735 130,718
Other revenue Hnlgzs 4 50,139 306
Other net loss HithE5i8) 558 4 (473) (1)
Selling expenses HERX (7,234) (3,565)
Administrative expenses THHRX (15,105) (8,650)
Profit from operations RERR 200,062 118,798
Finance costs BE A AN 5(a) (7,688) (10,862)
Profit before taxation BB A 53 A 5] 192,374 107,936
Income tax expense Fristim sz 6 (2,285) —
Profit for the period HA B A 190,089 107,936
Dividends: KRE : 7
— Final dividend paid — BIRT 2 REIR B 105,172 —
— Interim dividend proposed — BERNZPEHRE 38,018 —
Earnings per share (RMB cents) EREZF(AR%S) 8
Basic HIAK 18 14
The notes on pages 15 to 32 from part of these interim MNEASEIE 2 BRI ST HB B R %
financial statements. 8B o

Interim Report 2008
—sg FrmEs 11
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CONDENSED CONSOLIDATED BALANCE SHEET

RS EERER

As at 30 June 2008
R=FFENENA=1H

Non-current assets

Property, plant and equipment
Construction in progress
Lease prepayments

Current assets

Inventories
Trade and other receivables

Cash and cash equivalents

Current liabilities

Bank loans
Trade and other payables

Current taxation

Net current assets

Total assets less current
liabilities

Non-current liabilities
Bank loans

NET ASSETS

Capital and reserves

Share capital
Reserves

TOTAL EQUITY

FRBEE
ME - BE k&

EREIRE
HEFER FIE

RBEE

T8

FEUS B 5 B 5K N L e MK
IR
RekReFED

hRBEE
RITE
e E SRR L E A
e 3R
BRI IR

hRBEEFE
EERERRDAE

FRBEE
RITER
&EEFE
EXRf#E

A
i

EmAE

The notes on pages 15 to 32 from part of these interim

financial statements.

Qunxing Paper Holdings Com

12 megeERERAT
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As at As at

30 June 31 December
2008 2007
R-BBN\F R-TTLE
ANA=+A +=A=1+—H
RMB’000 RMB’000
AERHTFT AREFT
(Unaudited) (Audited)
(REER) (feE%)
597,290 461,021
97,305 167,098
15,321 11,255

| ..709,916 BN 639,374
37,799 35,487
91,632 50,903
1,490,762 1,792,158
1,620,193 e 1,878,548
124,000 30,000
108,766 229,404
12,153 9,868
244,919 269272
1,875,274 1,609,276
2,085,190 2,248,650
- 207,000
2,085,190 2,041,650
100,771 101,359
1,984,419 1,940,291
2,085,190 2,041,650

5E32 B MBI FH K&K

B
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ARG ES RS E R

For the six months ended 30 June 2008

BE—FENNFANA=FHINEA

Attributable to equity shareholders of the Company

LG SRS IN
Statutory
Share Share Capital Other surplus Exchange Retained Total
capital premium reserve reserve reserve reserve profits equity
e RHEE U1 Rt  AERHREE Bt REER EnlE
RMB 000 RMB 000 RMB 000 RHB 000 RHB 000 RHB 000 RMB 000 RMB 000
AREFE  ARETZ  ARETT  ARETr  AREFr AREFL ARETR AREFR
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REEH) (REEH) (REEH) (REER) (REEH) (REEH) (REEH) (REEH)
At1 January 2007 R=F2t5-F-A 102 - 129,900 (169,327) 51,884 4,884 71,395 88,838
Exchange differences BERERINERONE
on translation of FREGHELZE
financial statements of
operations outside the
PRC - - - - - 3,168 - 3,168
Arising on Reorganisation B 897 - - (996) - = = (99)
Capitalisation issue EMLER 8,895 182,363 - - = = = 191,258
Capitalisation of reserves ~ EEAR - - (129,900) 160,000 (30,100) - - -
Net profit for the period BnEHEE - - - - - - 107,936 107,936
At 30 June 2007 RZZRLERA=TA 9,894 182,363 - (10,323) 21,784 8,062 179,331 391,101
At 1 January 2008 R=2ENF-A-A 101,359 1,536,403 - (10,323) 45,151 (29,540) 398,600 2,041,650
Exchange differences ~ BRETERNEHMEHK
on translation of BREEHEREE
financial statements
of operations outside
the PRC - - - - - (23,370) - (28,370)
Dividend paid in respect ~ BRAIEECRKARE -
of previous year - - - - - (105,172) (105,172)
Share repurchase BE] (588) (17,419) - - - - - (18,007)
Net profit for the period ~ HAERIFE - - - - - - 190,089 190,089
At 30 June 2008 RZEZNEARA=TA 100,771 1,518,984 - (10,323) 45,151 (52,910) 483,517 2,085,190

28 Z MR I F T BB IS Rk

The notes on pages 15 to 32 form part of these interim
financial statements.

Interim Report 2008
—senFrmEs 13
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I\SED CONSOLIDATED CASH FLOW STATEMENT

FRGERERER

For the six months ended 30 June 2008
BE—FENFANA=FHIANEA

2008 2007
—EENFE T LF
RMB’000 RMB’000
ARMTFT ARETT
(Unaudited) (Unaudited)
(REEZX) (RigE=Z)
Net cash generated from operating &L EEFFEIRE
activities JEEA 157,458 139,527
Net cash used in investing activities & EENFTAHIR S F58 (196,301) (28,900)
Net cash used in financing activities Bt & EB)FTHIR G558 (244,331) (98,268)
Net (decrease)/increase in cash and & RIFELEHEY CRd)
cash equivalents EANFEE (283,174) 12,359
Cash and cash equivalents at By e MRE
beginning of the period EEY 1,792,158 67,265
Effect of foreign exchange rate [EXEH) 2
changes T2 (18,222) =
Cash and cash equivalents at end BRI & MR
of the period SEEW 1,490,762 79,624
The notes on pages 15 to 32 form part of these interim MRE1SEI2 B 2 MBIt S+ B %
financial statements. Z—85 e

For the six months
ended 30 June
BZ~A=1THIL~EA

Qunxing Paper Holdings Company Limited

14 negeeraRAE




NOTES TO CONDENSED CONSOLIDATED INTERIM-E

R B4R & TP H B IS SRR M

General Information and Basis of

Presentation

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.

Pursuant to a reorganisation of the Group
(the “Reorganisation”), the Company acquired
the equity interests of entities under common
control and became the holding company of
the subsidiaries now comprising the Group in
preparing for the listing of the Company’s shares
on the Main Board of the Stock Exchange.
Details of the Reorganisation are set out in the
Prospectus.

The shares of the Company were listed on the
Stock Exchange on 2 October 2007.

The Group is regarded as a continuing entity
resulting from the Reorganisation under common
control. Accordingly, the condensed consolidated
financial statements of the Group for the six
months ended 30 June 2007 have been prepared
as if the current group structure had been in
existence throughout the period presented.

—RERREINEE

ARBMN_ZEZERNFNAARLBRERASE
% ADEE22B(—NR—FEDI3 - &
RE RIERT) Eﬁ%ﬁ%ﬁ%&iﬁ—
FERRERATF - AEETBRERE
NMIHERMRAER NI AAER -

REASEZEA(ER])  Aadk
BXARENER 2 RAER  KARK
MRAREZ B AR ZEIRAF] - A&
BARRZBMAEBRAER LT - E4
ZFHBHNERER -

KARZRGHR_EZE+F+ A - BEH
LR ET e

REBERBEZ R %Lﬁaéiﬂﬁﬁﬁk
ZRBKEER - Bt - AEEREZE
TEELFRA= +E|JJ:/\{IHZ?EJHFJZHA
MgEEx - DRFZEAZEERERMZ
Pl AR —ERFEMRE -

Interim Report 2008
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ENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

R B4R & TP H B IS SRR M

Basis of Preparation and

Significant Accounting Policies

The condensed consolidated interim financial
statements for the six months ended 30 June
2008 have been prepared in accordance with
the applicable disclosure requirements set out
in Appendix 16 to the Listing Rules 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 2007 (the “2007 Annual Report”).

The accounting policies adopted in the
condensed consolidated interim financial
statements for the six months ended 30 June
2008 are consistent with those in the preparation
of the 2007 Annual Report.

The IASB has issued certain new and revised
International Financial Reporting Standards
(“IFRSs”), which collective terms includes
all applicable individual IFRSs, IASs and
Interpretations, that are first effective for the
current interim period of the Group. The adoption
of these new and revised IFRSs did not result in
significant changes to the Group’s accounting
policies applied in the condensed consolidated
financial statements for the current and prior
accounting periods presented.

Qunxing Paper Holdings Company Limited
0 BEAXERERAT

MAUEER FTEEETEE

BE_ZZN\FRA=ZTHERNEAZE
BRAR & R HR R B Rk T AR AR L T AR R B &%
16 FT 82 8 A 1 8 AR E & BIfR & 51 22 R
ZEB2((EREHEAZREE )BRMZ
Rt R (TEIFR 2T 2R 1) 345
(S RS -

BRGRE PP BERR T EREFENHR
RRELZ—DERKRIE » WEEREE
HE_TT+HF+_A=1+—HILFEZ
FHR(—FZLFFR])—PFBE -

BE_TZ/\FRA=THIERERAZE
B A I S MR PR AN 2 B AT R SR
R —_TELFFHRAAEER -

BERE et R EgCRME TRAEE
A BN EIRE 2 $Ta] A& RT B B
BREL(TBERTHHREEA]) - H
RS B 1E P A A A (8 R B R B s R s
A BIRSFERI R RE) - RNZEH
7] RARIE AT BIRR B A5 3R 5 R AR
BRI AT e MR 2 ERgE
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NOTES TO CONDENSED CONSOLIDATED INTERIM:
R A o E IR SR R B B .

2. Basis of Preparation and 2. RBEERTESTHER#AE)
Significant Accounting Policies
(Continued)
The Group has not early adopted the following AREBWEERZHEMATEREMERRE
new and revised standards, amendment, or Rz #a] REAEETHER  ABET R R AR -

interpretations that have been issued but are not
yet effective.

Effective for accounting
periods beginning

on or after
BTSEHER 2%
BN ETH LN
IFRS 8 Operating segments 1 January 2009
IR B 75 3 5 2 B 28 8 5% ZEDER —ETNF—-—H—H
Revised IAS 1 Presentation of financial statements 1 January 2009
BUFR & 5t 28I 5 1 5% (A48 R]) ERT1I0p e —ETNF—-H—H
Revised IAS 23 Borrowing costs 1 January 2009
BURR & 5t 22 A1 58 23 5% (ALERT) EE KA —ETNF—H—H
Revised IFRS 3 Business combinations 1 July 2009
BURR B 5o S5 2 RIS 39k (A HER])  EBE O —ZEZNF+LA—H
Amendments to IAS 27 Consolidated and separate financial statements 1 July 2009
BUFR & 522 A 28 27 5% (&R A°) e MBI mE —ETENF+EHA—H
The Group is in the process of making an AEBIEEGH I FERT - &R RFZ
assessment of what the impact of these BragRERAEEHELANTE &
amendments, new standards and new S REBRBERM LM EIRIEET - %
interpretations is expected to be in the period of Al R B AN R B A48 & 3 4 B AR
initial application. So far it has concluded that the SEKERZENES DK o

adoption of them is unlikely to have a significant
impact on the Group’s result of operations and
financial position.

Interim Report 2008
—se FrmEs 17
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SED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

R B4R & TP H B IS SRR M

3. Turnover

The principal activities of the Group are the
manufacturing and trading of decorative base
paper products and printing paper product in
the PRC. Turnover represents the sales value of

3.

S

AEBEETERNFERFRERHERMNR
RERKENFIAAERNER - £XHE
EEEmEERMKRER  fi - HER

goods sold less returns, discounts, and value
added taxes and other sales taxes, which may

be analysed as follows:

Decorative base paper products
Printing paper product

NEMHER - HAl 0T

For the six months
ended 30 June
BEAA=1THILXEAR

2008 2007

—EENE —EBEF

RMB’000 RMB’000

ANR¥FT ARET T

(Unaudited) (Unaudited)

(REER) (REEFEZ)

ZE AR R AR EE o 551,780 397,947
EN Rl F 4K 25 S 131,635 120,697
683,415 518,644

Qunxing Paper Holdings Company Limited
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4. Other Revenue and Net Loss

Other revenue

Interest income on financial assets
not at fair value through profit or
loss
— interest income from bank

deposits

Net realised gain on financial assets
at fair value through profit or loss

Other net loss

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

H Wy a8

FRAHEFABmLZ
FIF5EER BN

— RITEFRFBUA

BT EAABRS M BEE
BEER K RFEE

Ht &R 38

HEWE - BE K
RiEER
SN &5 18 % FR

4. HibWzm R EEFHE

For the six months
ended 30 June
BEAA=1THILXEAR

2008 2007
—EBENF —TETLF
RMB’000 RMB’000
AR%FT ABETFIT
(Unaudited) (Unaudited)
(REEERK) (REER)
21,075 306
29,064 —
50,139 306

(9) (6)

(464) (5)

(473) (11)
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5. Profit Before Taxation
Profit before taxation is arrived at after charging:

(a) Finance costs: (@)
Interest on financial liabilities
not at fair value through
profit or loss
— interest on bank borrowings
wholly repayable within
five years

(b) Staff costs: (b)
Contributions to defined
contribution retirement plans
Salaries, wages and other
benefits

(c) Other items: (c)

Amortisation of lease
prepayments

Depreciation

Loss on disposal of property,
plant and equipment

Operating lease charges in
respect of leasehold land and
properties

Sewage disposal expenses

Research and development
costs

Qunxing Paper Holdings Company Limited
O egxrrERAT

5. ERBLAIEF

BR B AT A EHIBR

For the six months
ended 30 June
BZEAA=1THIEAEA

2008 2007
—EENE —EELF
RMB’000 RMB’000
AE¥FT ARETT
(Unaudited) (Unaudited)
(REER) (REEZ)
EHEE’A‘?MTE#)\TE 5.7
MEaERNE
— RAEFREHEEZ
RITEEFE
7,688 10,862
BIMA :
TE FE Bt RURRET BI 3K
997 1,358
e IENREMETN
15,191 10,991
16,188 12,349
HMIEE :
M E B I 5
139 61
e 33,988 28,667
HEME - BEKEZE
[=Ei=! 9 6
WS+ RNEFHE
KEHEER
787 527
g 66 41
i 7t R B R AR
109 476
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6. FTERRX

6. Income Tax Expense

For the six months
ended 30 June
BEAA=1THILXEAR

2008 2007
—EEN\F —ETLF
RMB’000 RMB’000
AR¥TFr AR TFT
(Unaudited) (Unaudited)
(REEFEXR) (REEZ)

Current tax B ERBE 1R
— PRC income tax — FREATEH - —
— Hong Kong Profits Tax — BAEMNEMH 2,285 —
2,285 —

Pursuant to the rules and regulations of the
Cayman Islands and the BVI, the Group is not
subject to any income tax in the Cayman Islands
and the BVI.

The provision for Hong Kong Profits Tax for
2008 is calculated at 16.5% (2007: 17.5%) of the
estimated assessable profits for the period.

The Group is not liable to pay any income tax in
the PRC during the six months ended 30 June
2007 and 2008 as Shandong QX became a
foreign investment enterprise since 16 August
2006, it has been granted certain tax relief
whereby it is fully exempted from the PRC
income tax for the two years started from 1
January 2007 to 31 December 2008, followed by
a 50% reduction in the PRC income tax rate for
the following three years from 1 January 2009 to
31 December 2011.

RIEFASHEREBRELEE R A MOA
B AEEBAGNHERERRER
LRSS 2 EAIFEH

—EENF2REBFNESHEBEE T
Bt ERBH R FIZ16.5% (—EZ+
F175%):tE

HRILURFER —ZTZERF/NAAB+TRHE
ERAINEDRE - MEBERE THRS
BE YB-_FTTELF-—HA-HE-F
ENFT_A=1T—"BEMFREZHH
RHAPEAEH  ARR_ZTTNEF
—A—RZE_T——F+ZA=+—H
H 1% = F A JE % 2 50% 1 B P 45 7 T2
RPAREERBE_ZTTLFR-F
ENFRNA=THIEANEAHREBAR
MER P BETEH -
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Income Tax Expense (Continued)

On 16 March 2007, the Fifth Plenary Session of
the Tenth National People’s Congress passed the
Corporate Income Tax Law of the PRC (the “New
Tax Law”) which took effect on 1 January 2008.
The PRC income tax rate is unified to 25% for all
enterprises, except for small-scale enterprises
earning small profit, where the tax rate is reduced
to 20%.

Under the grandfathering treatments of the
New Tax Law, Shandong QX, which has not
fully utilised its five-year tax holiday upon
implementation of the New Tax Law, will be
allowed to continue to receive such a tax holiday
during the five-year grandfathering period.
Accordingly, Shandong QX is exempted from the
PRC income tax for the two years started from 1
January 2007 to 31 December 2008, followed by
a reduced PRC income tax rate at 12.5% for the
following three years from 1 January 2009 to 31
December 2011.

The enactment of the New Tax Law is not
expected to have any financial effect on the
amounts accrued in the balance sheet in respect
of current tax payable.

There were no significant unrecognised deferred
tax assets or liabilities as at the balance sheet
dates.

Qunxing Paper Holdings Company Limited
2 BEMEERERAT

FrieHim (&)
RZEBEZLtF=A+H  FErEZHEA
RREREAF2ERBPEARLNH
TERSFRE(HBIE] - FBERZ
T N\F— A —BEK - BREREVNEEF
ZPHREGEZMEHRMEREZ20%
N REIFTB R CFIEHHE -2 —
£25% °

RBFPOEZREERERIE - IUREE
ENBRAFVERRTKER LFRGE
BH TRAEHRBESBENANEES
BabBEsy - Bit - WRBEEB—
ZE+F-A—HEZE-_ZEZENF+_A
=+t EMFERERRHRTREAEN -
NER-—ZEZNF-A-—HBHE-_T——%F
T-A=1T - HER=FHR125%Z
B G T R AN R B PSR

HUE BB S HEERBERTA

HEMNMB BT SEEETENMBR
@,

RAEE B I EB KSR E R ARELTHIA
BESLRE -
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B4R S P HA B B 3R 3R BT =
7. Dividends 7. RE
(a) Dividends payable to equity shareholders (a) EAARATERKRREMN PR
of the Company attributable to the interim B
period:

For the six months
ended 30 June
BZA~A=1THIAEA

2008 2007
—EZENF —ETLF
RMB’000 RMB’000
AR FT ARBTT
(Unaudited) (Unaudited)
(REER) (REEZ)
Interim dividend proposed for HZE_-_ZZEN\FNA=+H
the six months ended 30 /N8 A &#HIKN 25 H
June 2008 of HK4.16 cents M EB FR YL @AX4.1678
(equivalent to approximately (I HEE R AR 3.66
RMB3.66 cents) per ordinary 2)(HZ2_ZEZ+4<A
share (for the six months ended =-+H1-/5AR : &)
30 June 2007: Nil) 38,018 —
The interim dividend proposed after the REEBREZZRN P HKREL

AERARGEERZAE -

balance sheet date has not been recognised
as a liability at the balance sheet date.

EAAQAESRRELGBEYR
FERE(E R 8 R E i & RK

Dividends payable to equity shareholders (b)

of the Company attributable to previous

(b)

financial year, approved and paid during 1) :
the interim period:
For the six months
ended 30 June
BZEA<A=1+THLEAREAR
2008 2007
—EENE —TETLF
RMB’000 RMB’000
AEB¥FT ABRETFIT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Final dividend paid for the year &2 —_ T+ £+ = A
ended 31 December 2007 of =+—HItFEDKFZ
RMB10.126 cents per ordinary AHIREFSREBBAR
share (for the year ended 31 #¥10126 9 (HE_-_ZTZ
December 2006: Nil) NFE+ZA=+—HIEF
g &) 105,172 —
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8. Earnings Per Share
(a)

The calculation of basic earnings per share
for the six months ended 30 June 2008 is
based on the unaudited profit attributable
to equity shareholders of the Company of
RMB190,089,000 and the weighted average
number of 1,039,714,000 ordinary shares in
issue during the period.

The calculation of basic earnings per share
for the six months ended 30 June 2007 is
based on the unaudited profit attributable
to equity shareholders of the Company
of RMB107,936,000 and the 750,000,000
shares (100,000,000 shares in issue as at
the date of the Prospectus and 650,000,000
shares issued pursuant to capitalisation
issue upon listing), as if the shares had
been outstanding throughout the period.

There were no dilutive potential ordinary
shares during the periods presented and,
therefore, diluted earnings per share is not
presented.

9. Capital expenditure

Capital expenditure comprises additions to
property, plant and equipment, increase in
construction in progress and acquisition of land
use rights. During the six months ended 30
June 2008, the Group has aggregate capital
expenditure of RMB104,677,000 (during the six
months ended 30 June 2007: RMB12,628,000).

Qunxing Paper Holdings Company Limited

4 megerRaRAT

B AR S HA B S SRR M A
8. BRER
@ BE-TEAEXASTALR

BR 2 EBREREF TIREREE
AN B AE 25 AR R PR (R T A R
190,089,000 LA MBI B B 17 &
B A%z hn#E 5 #01,039,714,000
MEETE -

B ZZ+FA=1+HIAE
AZEBRELRBF DREREE
AN A B i R R B A U AR K
107,936,000 7 * LA & 750,000,000 A%
% 17 (R R A% Z 72 B 8 100,000,000 A%
BETRHER EMRIBEE AL
%77 650,000,000 % B BT R ) 5
B MUOzERORERBE—&®
FESNTRAE ©

REJNHEARR RS ELGEHE
FEZEBEEEBRR  MYERINE
Mg &R -

9. EXpX
BRI BEYE  BERRERE &
BIRBNEEE T MERE BE-F
SENFARNA=ZTHIESREAR  AEEZE
EARFESZ B AR 104,677,000 C(EZE
“EFLFXRAZTHIEAEA AR
12,628,000 7C) °
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10. Inventories 10. F&
As at As at
30 June 31 December
2008 2007
R-ZBENE R_ZEZTLHF
AAB=+H +=A=1+—H
RMB’000 RMB’000
AR#FT AREFor
(Unaudited) (Audited)
(REER) (&|Z)
Raw materials and consumables RE OB FE 21,931 19,316
Finished goods RUBK M 15,868 16,171
37,799 35,487
11. Trade and Other Receivables 11. EWE SERF R H i EW SR
As at As at
30 June 31 December
2008 2007
RZBEBENE R-_ZTZTLHF
NA=+H +=A=+—H
RMB’000 RMB’000
ARMFT AREFT
(Unaudited) (Audited)
(REEZ) (&%)
Trade receivables EUE ZERF 61,244 50,297
Prepayments, deposits and other FENZIE - RS REAM
receivables JE W FRIR 30,388 606

Less: allowance for doubtful debts & : RIEEREE - =

91,632 50,903

All of the trade receivables are expected to be FTEEIWE ZERRFEEANR —F R -
recovered within one year.

Interim Report 2008
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11. Trade and Other Receivables

(Continued)

Ageing analysis

Included in trade and other receivables are trade
debtors with the following ageing analysis as of

the balance sheet dates:

Current

12. Bank Loans

BN ER

At 30 June 2008, the bank loans were repayable

as follows:

Within one year

After one year but within two years

—FR
—FREMEA

Qunxing Paper Holdings Company Limited
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11. BB 5 R R H B FIE

(%)
L g

BIRERWE 5 Rk M B At B IR 2 &
WESFIARGEEB ZRESITAT ¢

As at

30 June
2008
R-ZBENF
ANA=1H
RMB’000
AREFT
(Unaudited)
(REEZX)

61,244

As at

31 December
2007
AN—FELF
+—A=+—H
RMB’000
AREFT
(Audited)
(JEE=Z)

50,297

12. RITER

RZZZN\FRA=1TH EBTEEZR

TERBRIAT
As at As at
30 June 31 December
2008 2007
REZBENGFE RIZETLF
AA=+H +=A=1+—H
RMB’000 RMB’000
AR¥TFT AR Fr
(Unaudited) (Audited)
(REEZ) (&%)
124,000 30,000
- 207,000
124,000 237,000




S EA4R & P HA B A IR R BT =
12. Bank Loans (Continued) 12. RITER#E)
At 30 June 2008, the bank loans were secured R-ZBEZENFEANA=ZTH  FTERZE
as follows: FIERAT -
As at As at
30 June 31 December
2008 2007
REZBENGE RIZETLHF
AA=+B +=A=t+-H
RMB’000 RMB’000
AR FT ABR¥Fr
(Unaudited) (Audited)
(REER) (= =Z)
Secured bank loans: BEMBIRITER
— secured by property, plant and  — LA¥I¥ - BB R B EER
equipment 124,000 237,000
The bank loans as at 30 June 2008 were interest R-ZZEZNFRNA=1TH  BITERK
bearing at rates ranging from 7.23% to 8.54% per FRMENF7.23% £8.54% (ZFTTLF
annum (31 December 2007: 7.23% to 8.95% per TZA=+—H: FMENF728%F
annum). 8.95%)FT 8. °
13. Trade and Other Payables 13. BEHE SRR R H A E S FRIE
As at As at
30 June 31 December
2008 2007
REZBENGE RIZETLF
NA=+H +=A=+—H
RMB’000 RMB’000
AR FT ABRMFr
(Unaudited) (Audited)
(REER) (%)
Trade payables BB SRR 85,217 61,120
Other payables and accruals B IERTERE R 23,549 168,284
108,766 229,404
All of the trade and other payables are expected FrEERNE SRR R E M FIATEH
to be settled within one year. R—FERER o

Interim Report 2008
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13. Trade and Other Payables (Continued)

Included in trade and other payables are trade
payables with the following ageing analysis as
of the balance sheet date. The credit periods
granted by suppliers generally are not more than

30 days.

Due within 30 days

14. Share Capital

At 1 January
Shares issued on reorganisation
Capitalisation issue in April 2007

Share repurchase (note (a))

At 30 June

30 H A EIHA

R—A—H

ERRET R

RZZZ+FNAER
%1

RIABE (K (B)

RAR=TH

Qunxing Paper Holdings Company Limited

28 segErRERAE

13. BN EZRAK EMENAREA R
BREBNEZRAMEMEMNRAZE
NESFERGEEB ZREITAT © %
HERETZEEN KR IZNI0E -

As at As at
30 June 31 December
2008 2007
RZBEENE RZTZLHF
ANA=+H +=—A=1+—H
RMB’000 RMB’000
AE¥FT ABREFT
(Unaudited) (Audited)
(REERZ) (&%)
85,217 61,120
14. A
2008 2007
—EENE = e
Number Number
of shares of shares
REAEE RiHEE
(’000) RMB’000 ('000) RMB’000
(F) AR%F7n (FR) AREFrT
(Unaudited) (Unaudited)
(RBER) (REEER)
1,045,000 101,359 1,000 102
- - 9,000 897
- - 90,000 8,895
(6,381) (588) - —
1,038,619 100,771 100,000 9,894
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14. Share Capital (Continued)

14. RA (&)

(a)

During 1 January to 28 February 2008,
the Company repurchased its own shares
on the Stock Exchange. The repurchased
shares were cancelled and, accordingly,
the issued share capital of the Company
was reduced by the nominal value of
these shares. The premium paid on the
repurchase of the shares of HK$18,820,000
(equivalent to RMB17,419,000) was charged
to the share premium account.

15. Commitments and Contingent
Liabilities
(a) Operating leases

At 30 June 2008, the total future minimum
lease payments under non-cancellable
operating leases are payable as follows:

Within one year —FNR
After one year but within five years
After five years

hFR

The Group is the lessee in respect of
leasehold land and properties held under
operating leases. The leases typically run
for an initial period of 1 to 2 years, with
an option to renew the leases upon expiry
when all terms are renegotiated. None of the
leases includes contingent rentals.

(@)

R—_ZEZENFE—-—F—HE_HA
—+N\B AREREBRTEEEE
X zWBme TEERRKMDE T i
- ANRA 2B EBEITRAN R %
ZEBRMDZEERD o BERMDE
2 1 2 % 818,820,000 7t (1H &
N AR®A17,419,000 7T ) B B 17 %
BRI -

15. ZERJAKE

(a)

—FRIEBERLFA

rEdE
RZZEZNFRA=+TH  BET
AHENEEHEERRRERE

HEEBRAEREET -
As at As at
30 June 31 December
2008 2007
R=ZBN\F AZETLF
AA=tH +=R=t—H
RMB’000 RMB’000
AREFITT AREFr
(Unaudited) (Audited)
(REEERZ) (&E%)
972 997
262 1,253
- 2,280
1,234 4,530

AEERSUKEHELAREL
WEMENAEBEA - ZFHE K
MEFRP—EMF LAREE
Him B RER Y BHERME K
K MEEETREHAES -
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15. Commitments and Contingent

Liabilities (Continued)
(b) Capital commitments

Capital commitments outstanding at
30 June 2008 not provided for in the
condensed consolidated interim financial
statements were as follows:

Contracted for

Authorised but not contracted for

Qunxing Paper Holdings Company Limited

30 egEERERAT

EREREERRTL

15. RIERJAEEBE#E)

(b) EAEE
R_ZEZENFNA=+THHEKER
BAREBBPIE R BB HRERIELD

BB EZREDNT ¢
As at As at
30 June 31 December
2008 2007

RoBENE ROTELF
~A=+H +=-A=1+—H

RMB’000 RMB’000
AE¥FT ARETT
(Unaudited) (Audited)

(REER) (RE®)

262,695 654
760,000 1,120,000

1,022,695 1,120,654
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15. Commitments and Contingent 15. RERBIAREE @)
Liabilities (Continued)

(c) Environmental contingencies (c)

BRIARER

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, (ii) the extent of
required cleanup 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.

2% AEEIRARREERE
BAFMEARE  BRILES R
EBRBEESM - Bt - A%H
A EEX B EBENRBEERT
REMEE - BRITEMT - 12
BEHEEISZELEEMAUREAEE
MBERRNAREREEEREET
EmaE- AN PEBRFEEL
BRRE—SERESBEBNER
FEMRBERERE - RRBEN
THEERZERA  AIREAKERA
AARBEEREKANEES - B
TERZBE()ERELEAELS
AN BERMEENMEE (i) AFHEBR
TYERARE ¢ (i) 18 R b A0 K
(V) IRIREEZRWE k(v
ERABEERRREENIBE
PRI BE 3 A VS ) A2 B M AT R R
REfREEN R ENREES
B & H R FETE - [ Uk B R T E R 2R
ARERLEHBEERNSE  NEX
£ B A1 A B TEORI B2 A R Y Bl A 2R Y
REBERELERHT A EERERR
TEMEE MABAETETD
BR-
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16. Material Related Party Transactions 16. EXRFEEIRS

During the six months ended 30 June 2008, HE-_ZTZT\FAAA=+HILHBHE EF
the directors are of the view that the following RETIARAAEE CEES
companies are related parties of the Group:

Name of related party Relationship
BELER [22REA
Shandong Changxing Group Limited Effectively 55% owned by Dr. Zhu, 30% by Mr. Zhu and
(“SD Changxing”)* 15% by Mrs. Zhu, the Directors
IWRRESEERAR (LRKRE]) HEEREL  REERRAKKRDRIEREFSS% 30%K%15%
i
Zouping Guang Hua Veneer Effectively 50% owned by Dr. Zhu, 33% by Mr. Zhu and
Company Limited (“Guang Hua”)* 17% by Mrs. Zhu, the Directors
BIEARERMBRAT ([HE]) HEERELT  REERKRRRDRIEREFS0%  33%K%17%
- E
* The English translation of the company names & AEEBHNEEZERS2E - ZERAA
is for reference only. The official names of these KIIE BT AR BT -

companies are in Chinese.

Qunxing Paper Holdings Company Limited
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16. Material Related Party Transactions 16. EXRBERIRS (&)

(Continued)
For the six months
ended 30 June
BZA~A=1THILA~EA
2008 2007
—ETN\F ZTTF
RMB’000 RMB’000
AR FT ARBETFT
(Unaudited) (Unaudited)
(REERZ) (REEEZ)
(@) Recurring transactions @ KEMURS
Sale of decorative base paper HERMRRE R
products
— Guang Hua — HE 4,474 2,963
Lease of leasehold land and HEREL R
properties
— SD Changxing — LR EE 200 200
4,674 3,163
(b) Non-recurring transactions (o) FELFEMERS
Acquisition of leasehold lands BEHRS T
— Guang Hua — JtEE 4,082 11,441
Lease of leasehold land EfRELmRmE
and properties
— Guang Hua — HE 92 243
4,174 11,684
(€) Key management personnel ) FEEBRAEME
remuneration
Short-term employee benefits 52 B E B R A 1,615 626
Contribution to defined TE BB FURIRET 2] 4
contribution retirement plans K 7 8
1,622 634
The directors of the Company are of the opinion KRARIESZRE - LlBERRSTIRE
that the above related party transactions were —REEGRRIEBBEBBIEPET -

conducted on normal commercial terms and in
the ordinary course of business.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWRON

BUSINESS REVIEW

The PRC economy saw steady growth during the first
half of 2008, with its gross domestic product (GDP)
increasing 10.4% from the same period last year to
RMB13.06 trillion. Given the sustainable increase in the
general level of disposable income and the proportion
of middle to upper-middle income earners, the desire
for better living standard and hence the demand for
quality housing continued to grow. Meanwhile, the
PRC government implemented stringent environmental
protection policies and discouraged consumption of
wood and wooden products. These policies drove up
demand for laminated board, a substitute of wooden
material with diversified applications. The surge
in such demand in return fuelled the demand for
decorative base paper which is the core product of
QX Group and is an intermediate product commonly
used as a decorative layer to furnish the surface of
laminated board.

Existing domestic supply of premium decorative base
paper products in the PRC significantly falls short of
the rising market demand. Currently, approximately
two-third of decorative base papers in the PRC is
imported. A promising market prospect is thus created
and this is favourable to local manufacturers who are
capable of supplying quality products at competitive
prices. Capitalising on our capability to deliver quality
products with international standards while producing
at a cost significantly lower than overseas rivals,
QX Group has successfully maintained its leading
position in the PRC’s decorative base paper market
and captured a greater market share in the premium
market during the six months ended 30 June 2008.

QX Group’s business continued to achieve
encouraging growth in the first half of 2008. For the
six months ended 30 June 2008, turnover increased
by 31.8% to approximately RMB683.4 million as
compared with approximately RMB518.6 million for the
corresponding period last year. In spite of the upsurge
in the costs of raw materials during the period under
review, the Group was able to maintain its gross profit
margin at 25.3% (six months ended 30 June 2007:
25.2%). Profit for the period increased by 76.2% to
approximately RMB190.1 million as compared with
approximately RMB107.9 million for the corresponding
period last year.

Qunxing Paper Holdings Company Limited
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XK EE
FREEER-_ZZN\FLIFEILSHER  H
NEEREREFRBEMNI04%EAR
13%%?%0ﬂ§%%k2% EV RN
ZEEFRERAATZLHOITE EH - 2 APIE
BIEKEEAEKE  SIBHEEBEREZH K
BESDL - R PRBFBITREREE @ T
HEVEFEAM ARG - ZEBREBRER
EmiFEZBRBRZ NERFBREF - Wi
MRIREMHRE TR - RFRER—EER
FRIERMHRBADMHAGSERERAZFNESR
AHESECFEEMR -

¢lm#“%ﬁﬁ§m2$ﬂﬁﬁfﬁiiﬁ
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BUSINESS REVIEW (Continued)

During the period under review, capitalising on
the realignment of product mix by increasing the
proportion of high margin premium decorative base
paper products, we were able to overcome cost
pressure brought about by rising energy prices
and domestic inflation and maintained our gross
profit margin at almost the same level as in the
corresponding period last year. Moreover, strong
research and development (“R&D”) capabilities mean
that we are able to raise its average selling price
by launching new products every year and transfer
the impact of rising cost to customers in order to
maintain our profit margin. We also benefit from the
appreciation of Renminbi as it sourced wood pulp, our
major raw material, from overseas.

Expansion of production capacity

To date, QX Group has invested and operated seven
highly automated Production lines nos. 1 to 7 with
an aggregate designed annual production capacity
of approximately 200,000 tonnes, comprising
approximately 150,000 tonnes of decorative base
paper products and approximately 50,000 tonnes of
printing paper product.

To cater for the rapid growth of market demand
for decorative base paper products, commercial
production of Production line no. 7 with a designed
annual production capacity of 30,000 tonnes has
commenced in early March 2008, two months ahead
of the original schedule and has reached full capacity
in June 2008. Meanwhile, Production lines nos. 8 and
9 are currently under construction and are expected
to be completed by late 2008. Besides, construction
of Production lines nos. 10 and 11 is expected to
commence by August 2008 and to be completed by
early 2009. The designed annual capacity of each
of the four Production lines nos. 8 to 11 is 30,000
tonnes.
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BUSINESS REVIEW (Continued)
Expansion of production capacity (Continued)

Furthermore, the Group also planned to construct
another two new Production lines nos. 12 and 13.
Construction of these production lines is scheduled
to commence in early 2009 and to be completed by
late 2009. The designed annual production capacity of
each of the two new production lines is 30,000 tonnes.
These new production facilities will further expand
the Group’s total production capacity and contribute
to the growth of our turnover, thus strengthening our
leading position in the PRC’s decorative base paper
market.

Consolidation of distribution channels

During the period under review, our distribution
channels were consolidated by realigning our product
mix. To date, the Group has designated and marketed
six sales regions in the PRC, namely, Shandong,
Sichuan, Guangdong, Beijing, Jiangsu and Zhejiang.
The Group has over 96 customers covering 13
provinces, autonomous regions and municipalities in
the PRC. The consolidated customer base enables
us to further improve client relationship, particularly in
terms of providing customized products to our clients.
In addition, the Group is committed to developing
overseas markets in order to broaden our revenue
streams so as to sustain long-term business growth.

Diversification of product applications

QX Group has developed and marketed more than
80 types of decorative base paper products to
accommodate different market demands. Other
than the applications in furniture and the flooring of
households, sport stadiums and production factories,
our products are developed with wider applications
including the interior decoration of motor vehicles, air-
crafts, etc.

Qunxing Paper Holdings Company Limited
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BUSINESS REVIEW (Continued)
Awards

During the period under review, Shandong QX, a
wholly-owned subsidiary of QX Paper, was awarded
the “Advanced Enterprise of Shandong Province’s
Paper Manufacturing Industry in 2007” by Shandong
Province Paper Manufacturing Industry Association
(the *Association”). This is an acknowledgement
of the leading position of QX Group in the PRC’s
paper industry. Shandong QX was also appointed
as the standing council member by the Association
in recognition of its outstanding achievements in the
PRC’s paper industry. We endeavour to participate
in the activities held by the Association and help set
up the industry standard so as to contribute to the
development of the PRC’s paper industry.

FINANCIAL REVIEW

Turnover

Turnover increased by approximately 31.8% from
RMB518.6 million for the six months ended 30 June
2007 to RMB683.4 million for the six months ended
30 June 2008. The increase in turnover for the six
months ended 30 June 2008 was mainly attributable
to the combined effects of (i) the increase in overall
sales volumes by approximately 13.1% from 54,087
tonnes to 61,197 tonnes, out of which sales volumes
of the decorative base paper products increased
by approximately 18.8% from 34,897 tonnes for the
six months ended 30 June 2007 to 41,474 tonnes
for the six months ended 30 June 2008; and (ii) the
increase in the average selling prices of the decorative
base paper products and printing paper product
by approximately 16.7% from RMB11,404 per tonne
to RMB13,304 per tonne and approximately 6.1%
from RMBG6,289 per tonne to RMB6,674 per tonne,
respectively.
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FINANCIAL REVIEW

Cost of sales

The cost of sales increased by approximately 31.7%
from RMB387.9 million for the six months ended 30
June 2007 to RMB510.7 million for the six months
ended 30 June 2008. The increase in the cost of
sales was primarily due to the increase in the raw
material costs, which are the major component of
our cost of sales, as a result of the increased sales
volume. Moreover, production overheads such as
electricity and steam expenses also increased in line
with the increase in production volume. Depreciation
expenses also increased due to the establishment and
commercial production of Production line no. 7 since
March 2008.

The results of operations are subject to price
fluctuations of raw materials used in the production
process. The principal raw materials for the production
of both of the decorative base paper products
and printing paper product are wood pulp and
titanium dioxide powder. For the six months ended
30 June 2007 and 2008, the purchase of wood
pulp amounted to approximately RMB169.1 million
and RMB214.5 million, respectively, representing
approximately 43.6% and 42.0% of the total cost of
sales for the respective periods and the purchase of
titanium dioxide powder amounted to approximately
RMB84.1 million and RMB147.3 million, respectively,
representing approximately 21.7% and 28.8% of the
total cost of sales for the respective periods. For
the six months ended 30 June 2007 and 2008, the
Group purchased wood pulp at the average price per
tonne (value added tax inclusive) of approximately
RMB5,922 and RMB6,540, respectively, and titanium
dioxide powder at the average price per tonne (value
added tax inclusive) of approximately RMB12,362 and
RMB14,023, respectively. The prices of both wood
pulp and titanium dioxide powder had increased
steadily and moderately during the two periods.

Qunxing Paper Holdings Company Limited
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FINANCIAL REVIEW (Continued)
Gross profit and gross profit margin

The gross profit of the Group increased by
approximately 32.1% from RMB130.7 million for the
six months ended 30 June 2007 to RMB172.7 million
for the six months ended 30 June 2008. The following
table sets forth the gross profit margin of each
category of the products for the six months ended 30
June 2007 and 2008:

KHRAEmM

Decorative base paper products

Printing paper product ENRl A 48 E dm
The gross profit margins for decorative base paper
products and printing paper product decreased
slightly for the six months ended 30 June 2008
as compared to that for the six months ended 30
June 2007. The decrease was mainly due to (i)
the increase in the prices of both wood pulp and
titanium dioxide powder during the period; and (ii) the
depreciation expenses for the six months ended 30
June 2008 included that of Production line no.7 which
commenced commercial production in March 2008
and at when the economies of scale was not yet fully
reflected.

However, the overall gross profit margin of the Group
increased from approximately 25.2% to approximately
25.3% during the six months ended 30 June 2008
due to the increase in sales of decorative base paper
products which have higher margin.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEERWR DT

FINANCIAL REVIEW (Continued)
Other revenue

Other revenue, which included the interest income
earned from the bank deposits, increased from
RMBO0.3 million for the six months ended 30 June
2007 to RMB21.1 million for the six months ended
30 June 2008. The increase was mainly due to the
increase in average bank balances during the period.

In compliance with the financial management and
treasury polices, certain investments were made on
uncommitted funds during the period. During the
six months ended 30 June 2008, we recorded a net
realised gain on financial assets at fair value through
profit or loss of RMB29.1 million.

Selling expenses

As disclosed in the Prospectus, our Group has
planned to strengthen our marketing activities. During
the six months ended 30 June 2008, the Group had
increased its sales and marketing staff to 40 and
had carried out various promotional activities in an
attempt to solicit new customers in the six designated
sales regions in the PRC. As a result, the selling
expenses increased by approximately 100.0% from
RMB3.6 million for the six months ended 30 June
2007 to RMB7.2 million for the six months ended 30
June 2008. As a percentage of turnover, our selling
expenses were maintained at approximately 1.0% for
the six months ended 30 June 2007 and 2008. It was
in line with the existing policy of the Group to allocate
approximately 1.0% of the sales as the annual budget
for the marketing activities.

Qunxing Paper Holdings Company Limited
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FINANCIAL REVIEW (Continued)
Administrative expenses

The administrative expenses increased by
approximately 73.6% from RMB8.7 million for the six
months ended 30 June 2007 to RMB15.1 million for
the six months ended 30 June 2008. As a percentage
of turnover, our administrative expenses increased
from approximately 1.7% for the six months ended 30
June 2007 to approximately 2.2% for the six months
ended 30 June 2008. The increase in administrative
expenses was mainly due to (i) the additional staff
employed and corresponding change in employee
composition after our listing in October 2007 which
resulted an increase in personnel expenses; (ii)
additional professional fees incurred after the listing;
and (iii) the donation to Sichuan Earthquake Relief of
RMB1.0 million during the six months ended 30 June
2008.

Finance costs

Finance costs consist primarily of interest expenses
on the bank borrowings. The amount decreased by
approximately 29.4% from RMB10.9 million for the six
months ended 30 June 2007 to RMB7.7 million for
the six months ended 30 June 2008. The decrease in
interest expenses was mainly due to the repayments
of certain bank borrowings of the Group during the
period.

Income tax expense

The Company and the subsidiaries are incorporated
in different jurisdictions, with different taxation
requirements.

The Group continues to exempt from the income tax
in the PRC since Shandong Qunxing, our principal
operating subsidiary in the PRC, is still under the
tax exemption period during the six months ended
30 June 2008. The provision for Hong Kong Profits
Tax for 2008 is calculated at 16.5% of the estimated
assessable profits for the period.
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MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW (Continued)
Liquidity and financial resources
Current and quick ratio

The current ratio of the Group decreased from 7.0
as at 31 December 2007 to 6.6 as at 30 June 2008
and the quick ratio of the Group decreased from 6.8
as at 31 December 2007 to 6.5 as at 30 June 2008,
respectively, which were mainly due to the combined
effect of (i) the repayment of short-term bank loans of
approximately RMB30.0 million during the six months
ended 30 June 2008; and (ii) the reclassification of
certain long-term bank loans as at 31 December 2007
to short-term bank loans as at 30 June 2008, of which
are repayable within 1 year.

Gearing ratio

As at 30 June 2008, the Group had outstanding
bank borrowings of RMB124.0 million (31 December
2007: RMB237.0 million). The gearing ratio decreased
from approximately 9.4% as at 31 December 2007
to 5.3% as at 30 June 2008 mainly due to the
decrease in bank borrowings by approximately 47.8%
from RMB237.0 million as at 31 December 2007 to
RMB124.0 million as at 30 June 2008.

Financial resources

The financial resources of the Group continued to be
strong. As at 30 June 2008, the total shareholders’
fund of the Group was RMB2,085.2 million,
represented an increase of 2.1% from RMB2,041.7
million as at 31 December 2007. The Group has cash
and cash equivalents of approximately RMB1,490.8
million as at 30 June 2008 (31 December 2007:
RMB1,792.2 million), after the payment of dividend
for the year ended 31 December 2007 of RMB150.2
million during the period.

The Group continues to enjoy a stable and strong net
cash inflow from operating activities. During the six
months ended 30 June 2008, the net cash generated
from operating activities was RMB157.5 million,
represented an increase of 12.9% as compared to
RMB139.5 million for the six months ended 30 June
2007.

Qunxing Paper Holdings Company Limited
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FINANCIAL REVIEW (Continued)
Financial management and treasury policies

The Group adopts a conservative approach for cash
management and investment on 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 aims 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. As at 30 June 2008, all of the Group’s bank
borrowings were denominated in RMB, of which are
fixed rate instruments and insensitive to any change in
market interest rates.

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 and used
as the reporting currency in the preparation of the
consolidated financial statements of the Group.
As such, the appreciation of RMB against foreign
currencies during the period does not have significant
impact on the result of the Group. The Group has not
been exposed nor anticipates itself being exposed to
material risks due to changes in exchange rates.

Capital expenditure

During the six months ended 30 June 2008, the
Group has aggregate additions to property, plant
and equipment, increase in construction in progress
and acquisition of land use right of RMB104.7 million
(during the six months ended 30 June 2007: RMB12.6
million).
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW (Continued)

Capital commitments, contingencies and charge
on assets

The Group will further invest approximately
RMB1,270.1 million to expand the production capacity
and re-engineering and modify the existing production
facilities to enhance production efficiency. Such capital
commitments will be financed by the net proceeds
received from the initial public offering on 2 October
2007. For details, please refer to the paragraph “Use
of proceeds from initial public offering” below.

As disclosed in our 2007 Annual Report, 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 2008.

As at 30 June 2008, all of the bank borrowings were
secured by property, plant and equipment of the
Group with net carrying amount of approximately
RMB225.1 million (31 December 2007: RMB383.2
million).

Qunxing Paper Holdings Company Limited
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FINANCIAL REVIEW (Continued)
Use of proceeds from initial public offering

Upon the initial public offering of the Company on 2
October 2007 (the “Listing Date”), the Group received
a net proceed amounted to approximately HK$1,492.8
million (equivalent to approximately RMB1,445.5
million), after deduction of related expenses and the
exercise of the Over-allotment Option (Note 1) on
the Listing Date. As disclosed in the Prospectus, our
Group planned to apply most of the net proceeds to
expand our production capacity and re-engineer and
modify our existing production facilities to enhance
production efficiency. Part of the net proceeds has
been applied as follows:

Settlement of the remaining
balance of the construction
costs of the new Production
line no. 7

Construction of new Production
lines nos. 8 to 11

Construction of new Production
lines nos. 12 to 13 (Note 2)

Re-engineering and modification
of the existing Production lines
nos. 1 and 3

M 28T &8
BEESEE 115

HES

FE/ME2)

EIWEER

Br#s o R (42)

BXRAHBEMSRERE
AARR-_EEELF+A-_B(LWHEE)
BALHBEER AEEESHEBREF
B #91,492,800,00078 (X HE R AR
1,445,500,000 7T ) (R EEER KR LM A
HAfTIE B RE A AR (BIRE1)18) - B =R
FTigsE  AEBF RS RIS MEREBEFEA
RIEFRER  UREBENKEEAEERMEINU
RAEEMRR - B MEFEFHEEHAR T
£I8 -

SANE TR AEEARER

BB 12 2 FE 135

ERNHERAEEIR

Amount
utilised Balance
up to as at
Planned 30 June 30 June
amount 2008 2008
BZE i
—EENE —EENE
~A=+H NAZ=TH
rEEE CERASE F=3-03
RMB’000 RMB’000 RMB’000
ANRETFIT AREFIT ARKTFT
163,300 163,300 —
720,000 97,305 622,695
360,000 — 360,000
40,000 — 40,000
1,283,300 260,605 1,022,695
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MANAGEMENT DISCUSSION AND ANALYSIS
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FINANCIAL REVIEW (Continued)

Use of proceeds from initial public offering
(Continued)

Notes:

1. Pursuant to an international placing underwriting
agreement dated 20 September 2007, the Company
granted an option (the “Over-allotment Option”) to
ICEA Securities Limited (“ICEA”), the lead manager
of the Company’s share offer, whereby the Company
was required to allot and issue up to an aggregate
45,000,000 additional shares to cover over allocations
in the international placing. The exercise price per
share for the Over-allotment Option was HK$5.35.
On the Listing Date, the Over-allotment Option was
fully exercised by ICEA and, as a result, the Company
issued 45,000,000 additional shares on the same date.

2. As disclosed in the Prospectus, in the event that
the Over-allotment Option is exercised, our Group
planned to apply part of the additional net proceeds of
RMB360.0 million for doubling the production capacity
of the planned new Production lines nos. 10 to 11 from
60,000 tonnes to 120,000 tonnes. The Over-allotment
Option was exercised on the Listing Date and our
Group will further increase our production capacity
by 60,000 tonnes by way of constructing two more
Production lines nos. 12 to 13.

Employees and Remuneration Policies

As at 30 June 2008, the Group employed a total
of approximately 1,100 employees. Remuneration
policies are reviewed regularly to ensure that the
Group is offering competitive remuneration packages
to the staff. Compensation of the employees
includes salaries, contributions to housing fund
and contributions to retirement benefit schemes.
Promotion and salary increments are assessed based
on performance related basis.

The Group has not experienced any significant
problems with its employees or disruptions to
its operations due to labour disputes, nor has it
experienced any difficulties in the recruitment and
retention of experienced employees. The Group
maintains a good working relationship with our
employees.

Qunxing Paper Holdings Company Limited
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MANAGEMENT DISCUSSION AND ANALY;
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OUTLOOK

Looking into the second half of 2008, our management
expects that QX Group will maintain a stable growth.
In order to capture the market potentials, the Group
will continue to expand its production capacity,
widen products applications, refine the production
technologies and processes as well as enhance our
proprietary R&D capabilities. The Group will also
consider any potential merger and acquisition (“M&A”)
opportunities to further expand our operation scale
and to guarantee the best interest of our shareholders.
Furthermore, the recent tightening of credit policy by
the PRC government may create M&A opportunities
for companies with strong balance sheet and
resources like QX Paper.

Our management strongly believes that by leveraging
our quality products with wide applications, our
excellent core technical competencies and a
significantly lower cost base, QX Group will be able
to reinforce the market position of its products.
The Group is committed to becoming a leading
manufacturer of decorative base paper products in the
region, and ultimately, generating lucrative returns to
our shareholders.

RE

RE-ZT)N\FT+F EEERYNESHE
BHEERTTIRIER - RIEEMHESN A&
BiGEERETER  FMERAR MREE
B R TR - AREFAFENFEES - NEE
TE BEMEBEEAHRWB(THEB KRS
POE— SR EERERERRER 2 KEF
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REERRSZMBRNERERERFTE Z QA
MBS o
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DISCLOSURE OF INTERESTS

DIRECTORS’ INTERESTS IN SHARES
OF THE COMPANY AND ITS
ASSOCIATED CORPORATION

As at 30 June 2008, the number of issued ordinary
shares of the Company was 1,038,619,000; and 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

Name of Director

EEEH B REME

Dr. Zhu Interest of controlled corporation
RiEL | NI £

Mrs. Zhu Interest of spouse

RAK [y

Note:

These shares were beneficially owned by Boom Instant
Limited (“Boom Instant”) which was owned as to 80% by
Addinsight Limited (“Addinsight”). By virtue of his 87.5%
shareholding interest in Addinsight, Dr. Zhu was deemed to
be interested in the same parcel of shares held by Boom
Instant under the SFO.

Mrs. Zhu was deemed to be interested in the same parcel of
shares held by Dr. Zhu under the SFO.

These shares were same as those shares disclosed in the

section headed “Substantial Shareholders’ Interests in
Shares of the Company” below.

Qunxing Paper Holdings Company Limited
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Capacity/Nature of interest

ESRANARRAB BB 2R
m

RZZBZNFANA=ZTH ARRZEHTE
FAREE /1,038,619,000 % : MEFNAR
IS EREEE (RS MBRERDIEXVE 2
W) R I P A RERE S M E R PI5E 352
(RBBRRARRFHFAELM AR - X
RIBIREST RIZB A& AN A A KB 3 P R i 8
FgnR

REQARRD ZHFA

Approximate
percentage of the
issued ordinary

Number of ordinary shares
shares held HERTEERZ
BRENEERIE BHEs
700,000,000 67.40%

(Note)

(H1z2)
700,000,000 67.40%

(Note)

(Hizt)

Wit -

ZZ %1 B Boom Instant Limited ([ Boom Instant])
B A  Addinsight Limited ([ Addinsight ])#4&
H80% o BIBFEFMBERD - KL FER
H 7% Addinsight 8 87.5% A% # - %% 1% & % B Boom
Instant 5 8 B[E —#HE IR 9 2 #E e o
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DISCLOSURE OF INTERESTS

ERiRE

DIRECTORS’ INTERESTS IN SHARES
OF THE COMPANY AND ITS

= (4%)

ASSOCIATED CORPORATION (Continued)

Long Positions in Shares of Associated

Corporations of the Company

Name of
Director

EEEH

Dr. Zhu
N

Mrs. Zhu
KARK

Mr. Zhu
KEE

Name of
associated
corporation

B EE B

Boom Instant

Addinsight

Boom Instant

Addinsight

Boom Instant

Be Broad Limited
(“Be Broad”)

Capacity/Nature
of interest

B ENE

Interest of controlled
corporation
SIS AR

Beneficial owner/
Interest of spouse

EREAANBLEER

Interest of spouse
[

Beneficial owner/
Interest of spouse

BEm#AAN BBk

Interest of controlled
corporation
U NCI Fa

Beneficial owner

BEmEAA

Number of
ordinary shares
held
BFENEERYE

80

87.5/12.5
(Note 1)
(Btst1)

80
12.5/87.5
(Note 1)
(Btst1)
20

(Note 2)
(Kt 2)

100

EERARAREABEERD 28

REQTEBEZERD 2HFR

Approximate
percentage

of the issued
ordinary shares
HERTEERZ
BHAED T

80%

87.5%/12.5%

80%

12.5%/87.5%

20%

100%
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DISCLOSURE OF INTERESTS

DIRECTORS’ INTERESTS IN SHARES
OF THE COMPANY AND ITS
ASSOCIATED CORPORATION (Continued)

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

Notes:
1. 12.5 shares of Addinsight was owned by Mrs. Zhu.
2. These shares were beneficially owned by Be Broad.

By virtue of his 100% shareholding interest in Be
Broad, Mr. Zhu was deemed to be interested in the
same parcel of Boom Instant’s shares held by Be
Broad under the SFO.

Save as disclosed above, as at 30 June 2008, none
of the Directors has interests or short positions in
the shares, underlying shares or debentures of the
Company, or any of its holding company, 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.

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

At no time during the period was the Company or
any of its subsidiaries a party to arrangements to
enable 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.

Qunxing Paper Holdings Company Limited
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DISCLOSURE OF INTERESTS

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN SHARES OF THE
COMPANY

As at 30 June 2008, 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 Capacity/Nature
substantial shareholder of interest

FERRER 50 EEEE

Beneficial owner

EDBEEA

Boom Instant

Addinsight Interest of controlled
corporation

LR IPNCIL S

Note: These shares were beneficially owned by Boom
Instant. By virtue of its 80% shareholding interest
in Boom Instant, Addinsight was deemed to be
interested in all the shares held by Boom Instant
under the SFO. Dr. Zhu, Mr. Zhu and Mrs. Zhu are the
directors of both Boom Instant and Addinsight.

Save as disclosed above, as at 30 June 2008, 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.

FERRREAQB R 2B

RZZEZNFANA=ZTH REEFMH  RIE
&5 N B G PIE 336 RETF AR R B LM
ﬁﬁuEﬁZIKHxﬁ/ﬁﬁﬂ/\i (EFRINRA
RARD RSN T -

Approximate
percentage of the
issued ordinary

Number of ordinary shares
shares held HERTEBERN
BENEERYE BHABES
700,000,000 67.40%

(Note)

(H172)
700,000,000 67.40%

(Note)

(Hi7t)

Bzt - 3% % B 1D BBoom Instant® %I # A& °
Addinsighti® & H 74 Boom Instant #80%
i REZBHFRBEKINWEEES
Boom Instant B KA KRMDMELT - KiF
T REEREKKAH A Boom Instant &
Addinsight ZE&E = o

BREXHBEEIN RZFZENFRHA *—I—

B REZSFEPEERIFEIB6HEAR
THEFNERMACHE - $E%?ﬁﬁi\’rlﬁ)\i(§$
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CORPORATE GOVERNANCE
txEER

Since the listing of the Company on the Main Board
of the Stock Exchange in October 2007, the Board
and the management are committed to promoting
the Group’s standards of corporate governance with
emphasis on independence, effective internal control,
transparency and accountability to shareholders. It is
the belief of the Board that such commitment is crucial
to the continuing development of the Group and to
enhance our shareholders’ value.

The corporate governance practices adopted by the
Company throughout the six months ended 30 June
2008 were consistent with those disclosed in the 2007
Annual Report.

COMPLIANCE WITH CG CODE

As at 30 June 2008, the Company has complied with
the applicable Code Provisions under the CG Code
except the following deviation:

Under the Code Provision A.2.1, the roles of
chairman and chief executive officer (“CEQ”) should
be separated and should not be performed by the
same individual. Currently, the Company does not
have any person holding the title of CEO. Dr. Zhu Yu
Guo, who apart from being the major shareholder,
an executive Director and chairman of the Company,
also assumes 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 (the son of Dr. Zhu), an executive Director, vice-
chairman and general manager of the Company, is
responsible for the overall management of the Group’s
business operations and implementing the 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.

Qunxing Paper Holdings Company Limited
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CORPORATE GOVERNANCE
BEER

MODEL CODE FOR DIRECTORS’

SECURITIES TRANSACTION

The Company has adopted the QX Securities Dealing
Code regarding Directors’ and employees’ securities
transactions on no less exacting terms than the Mode
Code. 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 2008.

Board Committees

The Board has established a total of four board
committees including an Executive Committee (the
“Executive Committee”), an Audit Committee (the
“Audit Committee”), a Remuneration Committee
(the “Remuneration Committee”) and an Nomination
Committee (the “Nomination Committee”) to oversee
different aspects of the Group’s affairs. Each of the
said board committees has adopted specific terms of
reference covering its duties, powers and functions
which will be reviewed by the Board from time to time.

Audit Committee

The Audit Committee currently comprises all three
independent non-executive Directors (“INEDs”). The
Audit Committee has reviewed with our management
the condensed consolidated interim financial
statements of the Group for the six months ended
30 June 2008, and the accounting principles and
practices adopted by the Group during the period.

Remuneration Committee

The Remuneration Committee currently comprises one
executive Director and all three INEDs. The primary
duties of the Remuneration Committee are to make
recommendations to the Board on remuneration of our
Directors and senior management and determine on
behalf of the Board specific remuneration packages
and conditions of employment for our Directors and
senior management.

ESETESREZBEETR
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Nomination Committee

The Nomination Committee currently comprises one
executive Director and all three INEDs. The primary
function of the Nomination Committee is to make
recommendations to the Board regarding candidates
to fill vacancies on our Board and senior management.

Executive Committee

The Executive Committee currently comprises all the
three executive Directors. The Board delegates powers
to the Executive Committee to conduct and supervise
the business of the Group and its staff in order to
enhance the efficiency of the Group’s daily operation.

Qunxing Paper Holdings Company Limited
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OTHER INFORMATION

INTERIM DIVIDEND

The Board has resolved to declare an interim dividend
of HK4.16 cents (equivalent to approximately RMB3.66
cents) per ordinary share for the six months ended
30 June 2008 which shall be payable on Friday,
12 September 2008 to shareholders whose names
appear on the register of members of the Company on
Friday, 5 September 2008.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be
closed from Wednesday, 3 September 2008 to Friday,
5 September 2008, both days inclusive. In order to
qualify for the aforesaid interim dividend, all transfers
accompanied by the relevant share certificates must
be lodged with the Company’s Hong Kong branch
share registrar and transfer office, Tricor Investor
Services Limited at 26/F, Tesbury Centre, 28 Queen’s
Road East, Wanchai, Hong Kong not later than 4:30
p.m. on Tuesday, 2 September 2008.

PURCHASE, SALE OR REDEMPTION

OF SHARES

During the six months ended 30 June 2008, the
Company repurchased 6,381,000 ordinary shares of
the Company in total on the Stock Exchange at an
aggregate price (before expenses) of HK$19,458,330.

FHAR R
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PURCHASE, SALE OR REDEMPTION BE - HEIEE KRG @)
OF SHARES (Continued)
Details of repurchases of such ordinary shares were BEZELTBR FFBIOT:
as follows:
Aggregate
Repurchase price repurchase
Number of per ordinary share price (before
ordinary shares BREBRZBEER expenses)
Month of repurchased Highest Lowest BEEAR
repurchase  BEZAfH BEERREE BS RiE (HNBRBA AT
HK$ HK$ HK$
BT BT BT
January 2008 Z—ZEEN\F—A 3,990,000 3.02 2.80 11,897,550
February 2008 —ZEZ/\F A 2,391,000 3.41 2.99 7,560,780
Total
@t 6,381,000 19,458,330
These repurchased shares were cancelled during the ZEBEDRMENHARNGE  mMAARZE %
period and the issued share capital of the Company TIRATME R EAE 2 EE - Llt#EbE T RE
was reduced by the par value thereof. The above ERBERTRSESZERNEEET BHEER
repurchases were effected by the Directors pursuant RAARABIZBREEFERER - #iM<SAR
to the repurchase mandate granted to them for the NE R ERREE S o

benefit of the Company and the its shareholders as a
whole in enhancing the net assets and earnings per
share of the Company.

Save as disclosed above, neither the Company nor Br EXFIEEEIN  ANAB REEMEE QA
any of its subsidiaries purchased, sold or redeemed REAMEREDS  HEsBOEAAD K
any of the Company’s shares during the period. 3 °

Qunxing Paper Holdings Company Limited
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CONNECTED TRANSACTION

During the six months ended 30 June 2008, the Group
has entered into the following connected transaction:

Land Use Right Transfer Agreement with Guang
Hua

As disclosed in an announcement of the Company
dated 2 May 2008, on even date, Shandong QX
(a wholly-owned subsidiary of the Company) as a
purchaser has entered into a land use right transfer
agreement (the “Agreement”) with Guang Hua as a
vendor pursuant to which Shandong QX agreed to
purchase and Guang Hua agreed to sell a land use
right in respect of a land parcel situated at San Li He,
Shang Shan Town, Zouping County, Binzhou City,
Shandong Province, the PRC with a total site area of
approximately 21,263 sg.m. at a total consideration of
RMB4,082,496 (the “Transfer”).

As the entire equity interest of Guang Hua is owned by
Dr. Zhu Yu Guo (an executive Director and chairman of
the Company), Mr. Zhu Mo Qun (an executive Director
and vice-chairman of the Company) and Ms. Sun Rui
Fang (an non-executive Director) as to approximately
50%, 33% and 17% respectively, Guang Hua is a
connected person of the Company and the Transfer
contemplated under the Agreement constituted a
connected transaction of the Company under Chapter
14A of the Listing Rules. The Transfer was completed
on 14 May 2008.

CONVERTIBLE BONDS, WARRANTS OR

OTHER SIMILAR RIGHTS

During the six months ended 30 June 2008, the
Company has not issued any convertible bonds,
warrants or similar rights.
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OTHER INFORMATION

SHARE OPTION SCHEME

The following is a summary of the principal terms of
the share option scheme (the “Share Option Scheme”)
adopted by the Company on 8 September 2007.

(a) 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.

(b) 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.

(c) 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 be 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.
Qunxing Paper Holdings Company Limited
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SHARE OPTION SCHEME (Continued)

(d)

(e)

()

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.

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 five 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.
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SHARE OPTION SCHEME (Continued)
(g) 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 2008.

8

ZHU Yu Guo & EE
Chairman /&

Shandong, the PRC, 15 August 2008
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