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Share abbreviation: China Pencil = Share code: 600612 No.: Interim 2009-017
CFP B share 900905

China First Pencil Co., Ltd.
Resolution Announcement of the 7" (Interim) Meeting
of the 6" Board of Directors

Board of directors of the Company and all members of the board guarantee
that this announcement is free from any falsehood, misleading statement or
major omission, and will assume individual and joint responsibilities for the
truthfulness, accuracy and completeness of the announcement.

The meeting notice of the 7" (interim) meeting of the 6th board of
directors of China First Pencil Co.. Ltd. (hereinafter called “CFP” or
“the Company” ) was sent out on May 26, 2009, and the meeting was
held by the on—the—spot means on June 3, 2009. For this meeting, 7
directors were due to attend the meeting, and 6 directors attended the
meeting. Director Shi Lihua went abroad for business reasons and did not
attend the meeting, and authorized Director Tang Yiping to exercise voting
power. Supervisors and senior administrative personnel of the Company
attended the meeting as non—voting members. The convening, holding and
voting procedure of the meeting were pursuant to Company Law of the
People”s Republic of China and Articles of Association. All attending
directors prudently examined and voted on the motions and concluded the
following resolution (The detailed contents of the motions such as  China
First Pencil Co., Ltd.: Proposal of Share Issuing to Purchase Assets and
Related Transaction will be published on the website of Shanghai Stock
Exchange: http://www.sse.com.cn on the same day):

I. Examined and passed The Motion that the Company Complies with the
Condition of Share Issuing to Purchase Assets

Following the stipulations of laws, decrees, regulations and regulatory files
such as Company Law of the People’s Republic of China, the board of
directors prudently inspected and verified the actual circumstance and
relevant matters of the Company, and believed that the Company complies
with the condition of share issuing to purchase assets.

Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

This motion still needs to be submitted to meeting of shareholders of the
Company for examination.

II. Examined and passed The Motion of Share Issuing to Shanghai Huangpu
District State Asset Regulatory Commission for Asset Purchase item by item
The main content of the plan of share issuing to purchase assets is: The
Company is to issue shares to Shanghai Huangpu District State Asset
tory Commission (hereinafter called “SHDSARC” ) to purchase
equity of Lao Feng Xiang Co., Ltd. (hereinafter called “Lao Feng
) and 100% equity of Shanghai Fine Arts General Corporation
(hereinafter called “Fine Arts Company” ) held by SHDSARC. The details
are as follows:

(I) Tssuing method

This issuing method is private placement, to be executed within 6 months
upon the approval of China Securities Regulatory Commission (CSRC)
Voting result: 4 consenting votes, (0 opposing vote, and ( abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting

(I1) Share category and face value of the share issuing

This private placement is RMB ordinary share (A share) to be listed within
the border, and the face value is 1.00 yuan per share.

Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting

(ITT) The assets to be purchased with the issued shares

The target assets to be purchased with the issued shares are 27.57% equity of
Lao Feng Xiang and 100% equity of Fine Arts Company held by
SHDSARC. The pre—evaluation value of the target assets is 820million
yuan. As of the date of holding the meeting of the board of directors, Fine
Arts Company is a fully state—owned enterprise. And it will be
reincorporated into a limited liability company before June 30, 200.

Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

(IV) The subscriber for the issuing and the subscription method

The subscriber for this private placement is SHDSARC, and the shares will
be fully subscribed by SHDSARC with the target assets held by SHDSARC
Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

(V) The issuing price and pricing method

The issuing price for this private placement will be no less than the average
trading price of 14.18 yuan per share of the Company for the 20 days before
the resolution announcement of the board of directors (The formula: The

average price of 20 days before the resolution announcement=total share
trading amount of the 20 days before the resolution announcement/the share
trading number of the 20 days before the resolution announcement).

In case the Company dividend allotment, bonus shares, capital reserve
transfer and similar ex—right or ex—dividend matters before the issuing, the
issuing price will be adjusted according to concerned rules of Shanghai Stock
Exchange

Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

(VI) Issuing number

The number of shares to be issued for this private placement to SHDSARC
is expected to be no more than 60 million shares. And the final number for
this private placement will be based on the evaluation value of the target
assets recorded and recognized by state asset regulatory department and shall
be examined by meeting of shareholders of the Company and CSRC. And
we propose that the meeting of shareholders of the Company authorize the
board of directors to decide the to—be—issued number according to the
examination of the meeting of sharcholders of the Company and CSRC.
Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

(VII) The trading restriction period and listing of the shares to be issued this
time

The shares to be issued to SHDSARC shall not be traded within 36 months
after the issuing is completed. After the expiration of the restriction period,
the shares can be traded on Shanghai Stock Exchange.

Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

(VI) The gain and loss arrangement of the target assets between the
evaluation benchmark date and the last day in the month before the cession date
The gain of the target assets between the evaluation benchmark date and
24 o'clock on the last day in the month before the cession date will be
owned by China Pencil, and in case of loss, it will be supplemented by
SHDSARC in cash.

Voting result: 4 consenting votes, 0 opposing vote, and ( abstention vote.

The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

(IX) The sharing plan of the accumulated retained profit of the Company
before this issuing

After the issuing is finished, the new and old shareholders of the Company
will share the accumulated retained profit of the Company before this issuing
Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

(X) The validity period of the resolution of share issuing

The validity period of the resolution of share issuing is 12 months after the
motion is examined and passed by the meeting of sharcholders.

Voting result: 4 consenting votés, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

The motion still needs to be submitted to meeting of shareholders for
examination.

II. Examined and passed On the Motion of [Proposal of the Share Issuing
to Purchase Assets and Related Transaction]

The board of directors examined and passed On the Motion of [Proposal of
the Share Issuing to Purchase Assets and Related Transaction].

Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote

The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

IV. Examined and passed The Motion of Signing Condition—attached
[Agreement of Private Placement to Purchase Assets] with SHDSARC

The board of directors examined and pased The Motion of Signing
Condition—attached [Agreement of Private Placement to Purchase Assets]
with SHDSARC

Voting result: 4 consenting votes, 0 opposing vote, and ( abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

The motion still needs to be submitted to meeting of shareholders of the
Company for examination.

V. Examined and passed The Explanation that the Major Asset R eorganization
Matter Complies with Article 4 of [Rule of Normalizing Several Issues of
Major Asset Reorganization of Listed Company|

Concerning whether the major asset reorganization complies with Article 4
of Rule of Normalizing Several Issues of Major Asset Reorganization of
Listed Company, the board of directors made prudent judgment and
believed that:

1. The private placement to purchase assets does not involve such approval
matters as project setting, environmental protection, industrial admission,

land using, planning and construction starting, etc.

2. The target assets to be purchased with the issued share are 27.57% equity
of Lao Feng Xiang and 100% equity of Fine Arts Company.

3. Purchasing the target assets will help the Company to enhance the asset
completeness (including obtaining such intangible assets as trade mark right,
patent right, non—patent technology and franchise needed for production
and management), and is beneficial for the Company to maintain
independence in the aspects of personnel, purchase, production, sale and
intellectual property rights.

4. Purchasing the target assets is beneficial for the Company to improve
financial status, increase continued profitability, strengthen the main business,
enhance risk—resistance ability, and is beneficial for the Company to enhance
independence, reduce related transactions and avoid same—trade competition
Voting result: 4 consenting votes, 0 opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

The motion still needs to be submitted to meeting of shareholders of the
Company for examination.

VI. Examined and passed The Motion of Proposing that the Meeting of
Sharcholders Free SHDSARC from Acquiring Equity of the Company by
Means of Tender Offer

After this share issuing to purchase assets is completed, the equity of the
Company held by SHDSARC will exceed 30% of total equity of the
Company, which will incur tender offer obligation.

Following Clause (I) and (II) in Article 62 of Acquisition Management
Method of Listed Company , SHDSARC will apply to CSRC for being
freed from acquiring equity by means of tender offer.

Thus, board of directors of the Company proposes that the meeting of
shareholders agree that SHDSARC apply to CSRC for being freed from
acquiring equity by means of tender offer.

Voting result: 4 consenting votes, () opposing vote, and 0 abstention vote.
The related directors of Hu Shugang Shi Lihua and Tang Yiping withdrew
from the voting.

The motion still needs to be submitted to meeting of shareholders of the
Company for examination.
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Issuing to Purchase Assets and Related Transaction
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Board of Directors, China First Pencil Co., Ltd.
June 5, 2009
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