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Century Yard
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Financial Highlights
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Chairman’s Statement
FERESE

EcoGreen is the leading fine
chemicals company in the PRC
Further advanced towards

to be one of the most influential

flavour and fragrance suppliers
R 2 BB L TAF]
E—TRE2EAP—H
RANENLZ

BRI R

Review

2007 is a year full of challenges and opportunities for the Group. For
the year ended 31 December 2007, driven by a strong growth in the
sales of our mainstream products, the growth momentum in its overall
sales and profits for the whole year remained the same as the previous
year, which demonstrated the Group’s continuous efforts to enhance its
management effectiveness and competitiveness as well as the brand
recognition of the Group in the global market, which enabled the Group
to become one of the worldwide influential fragrance suppliers. During
the period, the Group recorded a turnover of RMB612.2 million, while
profit amounted to RMB130.5 million, representing profit of RMB0.28
per share. To express our gratitude to the shareholders’ support, the
Board recommended to declare a final dividend of HK3.5 cents per
share for the year.

5] A

TS FEAEENE RERAMERN#e
H—F DEEHEHE-_TTS+tF+_A=+—
HAEIEMNFERHE ASEETEERHEE
EEMBIEHT  2FNEEEENRF
METEFENERSE BT EETHR
AHERKEMNRSE N UKEEREESR
BMEPMRIZN  RSFEDEE#E— PR
BE—REBBREE N2 EREER - R -
#2158 7 612,200,000 7T A RE ) & X 58 + A
130,500,000 T ARBEWHFIE - HERETR
028 TARKFHE - BTEHERKRE - EF
CEETREANFERPRESRAEEIS -

ANNUAL REPORT 2007 —EE+F41H
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Chairman’s Statement
FERESE

During the year, the operation of the Group experienced tough
challenges. Firstly, the significant reduction in export tax rebate rate,
together with the continuing rapid appreciation of Renminbi during the
year, exerted considerable pressure on the Group’s export to the global
market. Moreover, prices of major raw materials remained stable but
still at high levels in 2007. Lastly, the PRC’s macro-economic measures
brought increasing pressure of tightened liquidity and increased
borrowing costs on the Group. Under such circumstances, the Group
still achieved satisfactory operating results, mainly attributable to the
timely implementation of efficient measures. Firstly, the Group had
taken the exchange rate into account during the negotiation of annual
orders, in the anticipation of Renminbi appreciation at the end of 2006,
which successfully reduced the impact of Renminbi appreciation. We
successfully achieved the agreement on sharing the loss from lowered
export tax rebate with our overseas customers in mid 2007 when export
policies were amended. In addition, benefited from the consistent
efforts in production management and continuous advancement in
production techniques and processes, the Group further decreased its
costs of product mix during the year. Under these conditions, one of the
Group’s mainstream products, Dihydromyrcenol, still achieved a 28%
global sales growth, reflecting the Group’s outstanding competitiveness
in the global aroma chemicals market.

ECOGREEN FINE CHEMICALS GROUP LIMITED 54t TEB AR AT

FR AEENEEER LEE T RARIEHN
e - BE - FRAHAERBEHR XA KIBMRE
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THEREE

The Group continued to use China natural resources such as botanic
essential oils as its major raw materials. Resources management
strategies adopted in the previous stage has brought into effect during
the year, which enabled the Group obtained a steady raw material
supply and achieved an efficient costs control of raw materials under
the fierce fluctuation of raw materials markets. Since the end of 2006,
the Group has expanded its upstream resource management, which
has started to make contribution from the second quarter of the year.

Regarding the expansion of new products and production capacity, we
completed the main structure construction and equipment installation
of the Group’s Phase Ill expansion during the year and expected the
trial run will commence in the second quarter of 2008. Such expansion
will mainly produce new flavour chemicals and part of aroma chemicals.
In addition, the factory producing food additives located at Haicang
Xinglin in Xiamen will also commence trial run in the second quarter of
2008. The completion and operation of such two projects will become
new revenue sources for the Group.

Regarding strategic investment, the Group proactively continued the
planning on its industry production layout on the 145 mu (approximately
97,000 square metres) of newly-purchased land in Changtai area of
Fujian province in 2006, in the preparation to use this parcel of land as
the extension base of process consolidation, industry expansion and
future international industry cooperation at the next stage. The Group
is also proactively preparing for the relevant resources. Currently, it
has commenced the preparation of pre-construction, which is expected
to commence construction in stages from the second half of 2008
and generate revenue in 2009 gradually. Besides, to increase the
pace of its business growth, the Group has been proactively and
prudently looking for opportunities to acquire or invest in enterprises or
operations which will have synergies.

The continuous growth in the PRC's economy and the general
prosperity of global consumer market provide a favourable opportunity
for EcoGreen. Despite the various uncertainties in the domestic
and international macroeconomic environment combined with the
anticipation of global economic downturn, owing to the increased
demand of emerging markets together with aroma chemicals and food
additives are the key components in daily necessities, the impact of
economic cycle on the flavor and fragrance industry is minimal in 2008.
Therefore, we are still confident and optimistic about the development
of the flavor and fragrance industry as well as the Group’s other
relevant business in the foreseeable future.

REBENRFHDAPBEAR L EENEYHERE
ARBERRE - KREERRHRNEREEE
B AEFANEFIGEEER - ERBTHEIRUK
BHRETRET AEEEGSRENRAH
& - ARBRIESTREKRA B _FFX
FEEECDFHIGE L EREBET TGN
RENR YHEAFENE _FERRELT
S

EFERMEEELINARTE  FRAKES
M EETEMNTIREENMRBLED T
Ko BHRE—_STNFE_FEARBRAR
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£ 0 2REFMSREMARMER TH
BER—_TTNFE_FEAE - MEBEBDH
ERMBERSEBERRNENERANE
& o

EXRBUEREF B SEUE-_ZSEFEE
KRB EFEN1458 (997,000 K) L F
BEETRBNEEGR - EEBERIMIE
ABALEEET—HBENREES EXHRER-
ARARRBEREEAENTEREN - RHE
HENERE FREGMNES SRS erE
AARBERARBBREESERIN—HEZE
FEE - B ERCABHE TR HNE
% EHEE—_SSENFTEFRABEIBER
ABE WE-_STHFHEERSEELER
B BRItz AN AEED—EAERER - FiE
SHERRABMGEH S EXEBETRIESIRE
AEME  UINREBHKE -

PEREENFEERNEHREBERT SR
R - BPRERT —ERGHERZHE -
EAZTTNF  HABRANBEERENZBELEH
REBHSLERSNTHABRREE - A RFEH
EHREBEEBERE  ERARTELEBNANT
gog - MEERAERRREMRAEELTE M
MEsED  BEELREERMPZEER &
ERATER AR - RABBEFTHTE - K
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The development of strategic resources management still aims at
securing the stable supply of major natural raw materials to the Group.
The Group will capitalize on the practical management experience in
existing resources origins in South-western China to further expand into
resources in Southern China. We will carry out resources allotment in
production chains of basic terpenic aroma chemicals in the forthcoming
year which will grow into a new profit centre for the Group.

The development of food additives business is a new promising
segment of the Group. The business uses seafood, vegetables and
meat from the coastal areas of Xiamen and Fujian as raw materials
and utilizes advanced production techniques and devices to produce
unique quality natural extracts. In addition to existing customer base
of flavor chemicals, we will also provide our products to domestic and
multinational enterprises manufacturing frozen food, quality seasonings
and instant food in domestic markets of the PRC. The first self-owned
production line of the Group will commence production in the first half
of 2008, which symbolized the beginning of full-scale operation of food
additives business of the Group.

The development of intermediates business will continue to leverage on
the research capability and cutting-edge technology of our wholly-owned
subsidiary, Shanghai Fine Chemical Co., Limited, to establish long-
term cooperation relationships with renowned international players in
the pharmaceuticals and agrochemicals markets. We plan to enter into
long term business relations with famous international agrochemicals
manufacturers by capitalizing on our patent know-how on green
agrochemical intermediates in the coming year.

The development of aroma chemicals business is still the core of the
Group’s operation in the forthcoming year. In addition to maintaining
stable growth of daily aroma chemicals business, with the completed
construction and commencement of production of Phase Il of
Haicang Plant, a multi-functional workshop, we will also accelerate the
development of flavour chemicals to realise the following targets:

1) As to the existing product mix, we intend to strengthen customer
management and marketing services to continuously maintain
our competitiveness in the international markets and seek for
opportunities to further expand our production capacity;

2) As to the new flavour chemicals business, by enhancing our effort
in production and marketing, we expect the business segment
to contribute considerably larger operating revenue and become
a significant contributor of the aroma chemicals business to the
Group in the future;

TG TEEAR AT

EEBEEREEEENER  NDAZURESE
BEERARMNLZE2RERBAARE - £H
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THEREE

3) As to the management of supply chains, we will leverage on the
integrated advantages in product brands, operation management
(research and development, production, technology and marketing)
and resource management to implement the operational strategy
of aroma chemicals production chain. Through our process
management of the supply chain, we will gradually consolidate
the existing basic terpenic aroma chemicals productivity in the
PRC, striving for bringing operational contribution to the Group and
realising the value creation of the brand “DOINGCOM” of the Group
with the least capital expenditure in the coming years.

With the enhancement of core competitiveness as to our aroma
chemicals business, the Group will grasp the opportunities arising from
the migration of the industry as a result of the acquisitions and mergers
and consolidations in the international flavor and fragrance industry. It is
expected that the Group will make even more accomplishments in this
respect in the coming year to further consolidate its leading role as an
influential international aroma chemicals supplier in the industry.

On behalf of the Board, | would like to take this opportunity to express
my sincere gratitude to our shareholders, customers, suppliers and
staff. Their continued trust and support to the Group are essential to
our success in operation and growth. Meanwhile, | would also like to
thank all the Directors for their support and valuable recommendations
during the period. With more efforts, | am confident that Ecogreen
will sustain even more robust business growth, and the Group will
gradually grow into the main supplier of terpenic aroma chemicals in
the world, and one of the world’s most influential technology suppliers
of intermediates, as well as a food safety service provider who
meets international food safety standards, with a view to maximising
shareholders’ values.

Yang Yirong
Chairman

Hong Kong, 9 April 2008
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In 2007, EcoGreen Fine Chemicals Group Limited (“the Company”)
and its subsidiaries (collectively “Ecogreen” or “the Group”) recorded
satisfactory business performance. In order to reward our shareholders
for their continued support, the directors of the Company (the
“Directors”) have resolved to recommend a distribution of dividend.

The Directors will propose at the annual general meeting to be held on
9 May 2008 payment of final dividend of HK3.5 cents per share for the
year ended 31 December 2007 to be payable in cash on 19 May 2008
to shareholders whose names are listed on the register of members of
the Company on 9 May 2008. Together with the interim dividend of HK1
cent (2006: HKO.8 cents) per share, this will bring the total dividend
distribution for the year to HK4.5 cents (2006: HK3.1 cents) per share.

TG L TEEAR AT
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Management Discussion and Analysis

B R wm M AT
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Closure of Registers of Members

The transfer books and register of members of the Company will be
closed from Wednesday, 7 May 2008 to Friday, 9 May 2008, both days
inclusive, during which period no transfer of shares will be effected. In
order to qualify for the proposed final dividend, all transfers documents
accompanied by the relevant share certificates must be lodged with
the Company’s branch share registrar and transfer office in Hong Kong,
Tricor Tengis Limited, at 26th Floor, Tesbury Centre, 28 Queen’s Road
East, Wanchai, Hong Kong not later than 4:00 p.m. on Tuesday, 6 May
2008.

EEMERDBFEFE
ARBBR-_ZZNFHEALHER=E"F
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In review of 2007, the Group was able to follow the trend of previous
year and recorded a relatively faster growth rate in terms of business
performance. Turnover for the year reached RMB612.2 million, an
increase of 15% from the previous year. Excluding contributions from
the supplementary trading and resource management business, core
growth for our three major products reached 30%. Profit attributable to
shareholders rose RMB35.0 million or 37% from the previous year to
RMB130.5 million. Earnings per share were approximately RMB28.0
cents.

During the year under review, the Group manufactured over 50 fine
chemical products. The analysis of turnover and gross profit of the
Group’s various products for the years ended 31 December 2007 and
31 December 2006 are as follows:

EE_TT+F  AEEEATEFRERRX
RAFAZEREERE - FELEEHEDES
612,200,000 A R# + B EF L IN15% + 1
BRIBESREREE | BOWPEBNER
= RKIERIERMZLERIZETIZ0% - BREEN
i F1] ¥ 130,500,000 7T A R #& - & & F 0
35,000,000 A REES37% » BREAREFIL
A28 0L AR -

OEFEN - AEEEEN50%BIEMIET
ES - ALEREE-EELEF A=+

E&féy/\i"f’ A= ‘f’ EIJJ:EFPW%E
EmMEEBRENIWHOAT :

Turnover Gross Profit
EER EF

2007 2006 2007 2006
—EELF —TIERF ZBEEFE —TTRHF
RMB’000 RMB’000 RMB’000  RMB’000
FRARE TRARE TRAR®E TITAR®
Aroma chemicals FEELEm 372,097 261,309 120,464 83,118
Natural extracts RINREYD 108,247 97,666 37,373 35,520
Intermediates RS 64,750 60,929 45,276 41,480
Trading and resource management & 5HERIEZ 67,065 113,071 6,304 9,882
Turnover/gross profit of the Group ~ ANEEL X5 EF| 612,159 532,975 209,417 170,000
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Aroma Chemicals division continued to be the Group’s core business
during the year under review, and constituted a stable and major
income source for the Group. During the year under review, since
aroma chemicals are primarily used as functional ingredients and key
components in many daily consumer goods, with a combined positive
effect of its diversified applications and the pursuing of quality life in
modern society, market demand continued to rise, generating more
sales for the Group’s aroma chemicals business.

For the year ended 31 December 2007, with increases in orders
placed by existing customers and the selling prices, turnover of aroma
chemicals significantly surged 42% to RMB372.1 million, accounting
for 61% of the Group’s turnover (2006: 49%) and a gross profit margin
of 32.4% (2006: 31.8%). Dihydromyrcenol was the major contributor
which brought a revenue of RMB107.0 million to the Group. Its sales
increased 28% over the corresponding period last year and accounted
for 29% of the total revenue for this product category.

In addition, the launch of certain new food flavour chemicals during
the year was well responded by the market. Based on a small scale
production, the production has already contributed RMB40.0 million
to the Group’s revenue, with a profit margin amounted to 43%, which
is higher than the profit margin of our existing daily aroma chemicals
products and represents our new growth source in the future.

In respect of the Natural Extracts division, apart from existing natural
pharmaceutical raw materials, the Group has been actively engaged in
the development of food flavour chemicals business, which is produced
with bio-conversion and purification technologies on natural products,
which mainly include seafood, meat and mushroom extracts.

During the year under review, the Group’s natural extract business
just maintained steady growth as the new food additives business
has still been advancing towards full scale production capability and
the market demand for natural pharmaceutical raw materials became
stable. Turnover of this business category increased 11% to RMB108.2
million, accounting for 18% (2006:18%) of the Group’s sales. Gross
profit margin was dropped to 34.5%, compared to 36.4% of last year.
The performance of Natural Cinnamic Aldehyde was relatively more
outstanding under this business category. This product contributed a
revenue of RMB31.9 million to the Group and its sales increased 13%
over the corresponding period last year and accounted for 29% of the
total revenue for this product category.

RABBFEAR  TECEREERBAEE
ZRRLDER  REBRHETRERENIZRA -
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F:49%) TR EAB324%( T XF
31.8%) c B LT ARGEATEFER
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£ BRMH T 107,000,000 A REHIWES - 1k
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Besides the chiral pharmaceutical raw materials and pharmaceutical
intermediates, the Group has also expanded the scope of this business
segment by applying similar advanced technologies of synthesis
production to produce agrochemical intermediates, which is a kind of
eco-pesticide used for regulating the growth of plants.

During the year under review, orders for the Group’s intermediate
products maintained steady. Turnover increased 6% from the
corresponding period last year to RMB64.8 million, accounting for 11%
(2006: 12%) of the Group’s sales. Gross profit margin rose to 70%
from 68.0% of the corresponding period last year. The gross profit
margin of this product category of the Group was still higher than its
peers in the industry. 3-Phenylpropanal Aldehyde is the major product
of the intermediate business segment. Sales for this product category
accounted for 42% of the overall sales of this business category and
contributed a revenue of RMB26.9 million to the Group.

Trading and resource management division is always a supplement to
the Group’s core business in the previous year. In the past, comprised
mostly the integrated sales of the raw materials of aroma chemicals.
As the sources of the trading products are the same as the Group’s
major raw materials, in view of the secure supply of future strategic
resources and the integration and management of industry chain,
the Group has repositioned the focus of such business and gradually
launched an effective management of relevant strategic resources,
including mainly the gum rosin, gum turpentine and other special
botanic essential oils and their by products, to secure a stable supply
of the major resources of the Group as well as revenue contribution.
For the year ended 31 December 2007, sales of the Group’s trading
and resource management business amounted to RMB67.1 million,
accounting for 11% of the Group’s turnover, and contribution to gross
profit was approximately RMB6.3 million. Despite the active adjustment
undertaken, this business segment also brought certain sales and
profit contribution to the Group during the year under review.

For such business, the existing major objective of integrated sales is
to improve the quality of the Group’s sales services so as to satisfy
the customer demands and to provide a more comprehensive product
portfolio and value-added services to its clients, which will in turn
enhance the status of the Group and “DOINGCOM” brand in the
industry.
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Although China’s macro economic environment and the international
flavour and fragrance sector in 2007 were satisfactory, uncertainties
arising from high raw material prices, Renminbi appreciation, interest
rate hikes and the decrease of export tax rebates adversely affected
a majority of different industries. Such factors also created more
upward pressure on the operating cost of the Group. Leveraging on
its solid foundation in the industry, the Group proactively adopted
various effective measures in its operating strategy, and implemented
resources operation strategy to minimise the impact of the cost
fluctuation of raw materials. In addition, through the integration of
operations over existing facilities of Phase | and Il of Xiamen Plant,
and the continuous enhancement of technology continuously, while
effectively lowered the overall production costs, and enhanced the
Group’s competitiveness as well as mitigated operating exposures
under rising costs in the industry around the world.

Over the years, the Group has established a solid clientele around
the globe, with a relatively diversified client portfolio, which includes
global top ten multinational flavour and fragrance manufacturers,
major household and personal care product manufacturers, natural
pharmaceutical plants, pharmaceutical raw material plants and
intermediate traders. Operating edges such as premium product quality
and reliable supply have enabled the Group to maintain the long-term
good collaborative relationship with clients. During the period under
review, the number of the Group’s clients exceeded 170. Turnover
contributed from the Group’s five largest clients increased from 31% to
33% in 2007.

To further strengthen the good relationship with clients, the Group will
continue to propose reasonable solutions according to clients’ needs
on a timely basis, and actively sought for strategic partnerships with
major multinational flavour and fragrance manufacturing enterprises.
The Group will actively explore new client relationship to expand its
existing product market share and launch out new products.

The Group’s “DOINGCOM” brand has built up strong reputation amongst
international peers.
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The Group completed the Phase Il expansion of Haicang Plant, Xiamen
at the end of 2005. The utilisation rate of facilities has reached over
95% during the year under review. The Phase Il expansion is expected
to be put into operation in the second quarter of 2008, upon which
the annual processing capacity of botanic essential oils will increase
from currently 16,000 metric tonnes to 20,000 metric tonnes. The
new Phase Il will serve as the production platform of various new
products and new product mix so as to provide a better foundation
for the Group’s business growth during the year. Looking ahead into
future business and product development, aside from the completion
of Phase Il construction according to schedule, the Group will also
further expand its production capacity according to the medium to
long term market demands on a cautious and timely basis, as well as
continuously develop new technologies, to further lift up its integrated
production efficiency. At the same time, the Group will actively establish
its production layout on the 145mu (approximately 97,000 square
metres) of Changtai’s newly-purchased land in Fujian and use it as the
Group’s new base for business expansion and international industrial
cooperation in the future.

The Group has always been putting great efforts on the research and
development of new products. During the year under review, the Group
focused on strengthening its own research and development team
by inviting a number of professional technological research experts
to join the Group which includes professionals with master degree
and post-doctor from oversea universities. The Group’s research
and development centre at Xiamen and its Shanghai research and
development team currently employ more than 50 research and
development staff with extensive experience, accounting for about
16.7% of total headcount.

On the other hand, the Group successfully initiates new research and
development projects through new strategic alliances with international
peers. Leveraging on the advanced facilities and underlying resources
of various academic and research institutes in China, the Group
further strengthened its research capability through joint research and
development and acquisition of proprietary technological know-how.
Such institutes include Nanjing University, Xiamen University, Shanghai
University of T.C.M., South China University of Technology, Jiangnan
University, Guangdong Ocean University, Chinese Academy of Sciences,
Shanghai Organic Chemistry Institute and Chinese Academy of Sciences
and Guangzhou Chemistry Institute, etc.
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For the year ended 31 December 2007, costs of the Group’s product
development, and costs of acquisition of patents and technological
know-kow capitalised totalled to approximately RMB15.1 million (2006:
RMB15.0 million), amortisation of costs of product development,
patents and technological know-how amounted to RMB2.3 million
(2006: RMB4.0 million) and impairment of product development cost of
RMB1.7 million (2006: 4.5 million).

The Group’s turnover for the year ended 31 December 2007 amounted
to RMB612.2 million, representing a steady growth of 15%. Excluding
the revenue from trading and resource management products, turnover
reached RMB545.1 million, achieving a rapid growth of 30% when
compared to last year. This non-core business has a certain profit
contributions to the Group. Though its turnover during the year under
review decreased by 41% when compared to last year due to the lower
profit margin of the trading and resource management business, it has
increased the overall gross profit margin of the Group to 34.2% from
31.9% as recorded in last year.

Analysing by the Group’s products category, turnover of aroma
chemicals reached RMB372.1 million, representing a year-on-year
increase of 42% as compared to RMB261.3 million in 2006; turnover
of natural extracts and intermediates reached RMB108.2 million and
RMB64.8 million respectively, representing a year-on-year increase of
11% and 6% as compared to RMB97.7 million and RMB60.9 million
respectively in 2006.

Geographically, domestic sales of the Group’s fine chemical products
surged by 19% as compared to that of 2006 whereas the overseas
sales of the Group’s fine chemical products increased by 7% as
compared to that of 2006. Eliminating the portion of trading and
resource management of the products, the Group’s overseas sales of
natural products increased by 80% over 2006.
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During the year under review, the gross profit of the Group amounted
to RMB209.4 million, representing a growth of 23%. The gross profit
margin of the Group increased from 31.9% in 2006 to 34.2% in 2007.
The growth of the Group’s gross profit margin was mainly attributable
to a decline of the trading and resource management business, which
recorded a lower profit margin and the effective implementation of
cost control. In particular, amid the continuous high price level of raw
materials, the Group successfully carried out resources strategies to
monitor production costs.

Analysing by the Group’s products category, the gross profit margin of
aroma chemicals increase from 31.8% in 2006 to 32.4% in 2007, while
natural extracts decrease from 36.4% in 2006 to 34.5% The increase
of profit margin of intermediates from 68.1% in 2006 to 69.9% in
2007. The gross profit margin of trading and resource management
was increased from 8.7% in 2006 to 9.4% in 2007.

Other net revenues include the interest income from bank deposits,
the amortisation of deferred income on government grants and net
realized and unrealized amount of interest rate swap. The decrease of
RMB2.9 million in other net revenue was mainly due to the net loss of
RMB1.4 million in interest rate swap and a decrease of other revenue
of approximately RMB1.7 million during the year under review. Such
interest rate swap was a new approach made by the Group upon a
full analysis over the opportunities and risks in the market and the
consideration of capital requirements for foreign exchange. Although
during the period under review, a loss was recorded in its book value
due to the accounting treatment, the Group has capitalized on the
favourable market conditions in the second quarter of 2008 and closed
the position in advance. The financial gain realized in this transaction
will be recognized in the account of 2008.

The increase of RMB2.7 million in selling and marketing expenses
was mainly due to an increase of transportation cost and packaging
expenses resulting from an increase of export sales in the year under
review. Selling and marketing expenses as a percentage of sales
decreased from 4.2% to 4.1%.

The increase of RMBO0.5 million in administrative expenses include,
among the others, an increase of employment cost of RMB5.3 million,
a decrease of research and development expenses of RMB2.3 million
and a decrease of impairment of product development cost of RMB2.8
million in the year under review. Administrative expenses for 2007
represented 6.9% of its turnover (2006: 7.8%).
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The finance expenses recorded a decrease of RMBO0.3 million as
compared with that of last year, mainly due to a decrease of interest
expenses resulting from actively maintaining a balanced borrowing
portfolio of the Group and reducing its borrowing costs by using
different types of borrowings. The Group will seek for effective
restructuring of its borrowing portfolio and financial asset management
to reduce the Group’s financing cost or increase the revenue from fund
management in such an unfavorable market environment due to the
rising interest rate and tightening liquidity in the PRC and the recent
global interest rate cut cycle.

Income tax expense of the Group for the year ended 31 December
2007 was RMB7.5 million, representing a decrease of 16% as
compared with RMB9.0 million in last year. The reduction in income tax
expenses is due to a preferential tax offer enjoyed by the subsidiaries
of the Group starting from 2007, with two years tax-free and three years
tax reduction. The effective income tax rate was 5.4% (2006: 8.6%).

Profit for the year ended 31 December 2007 was RMB130.5 million
representing an increase of 37% as compared with RMB95.4 million
last year. The net profit ratio of the Group increased from 17.9% in
last year to 21.3% in this year. If excluding the trading and resource
management segment, the net profit ratio of the Group was 23.4%
(2006: 22.1%).

During the year under review, the Group’s primary source of funding
mainly involved the cash generated from operating activities and the
financing by the bank borrowings. With the financial resources obtained
from the Group’s operations, the Group had utilized RMB147.9
million (2006: RMB62.0 million) in the capital expenditure and paid
dividend of RMB15.0 million (2006: 9.5 million) during the year. As
at 31 December 2007, the Group had cash and bank deposits of
approximately RMB307.4 million (2006: RMB360.6 million).

The Group’s financial position remains very solid and healthy during the
year under review. As at 31 December 2007, the net current assets
and the current ratio of the Group were approximately RMB335.6
million (2006: RMB290.2 million) and 2.5 (2006: 2.2), respectively.

MEERREF R H300,000ARE - =
EHNEEERMANATREENEER - Bk
EEBENEEAS DG FE &EREREEKX
A EHANBFORD o EE BRSNS
RAREHE - U R BFIME AR — ER SEE
SEMSERMEREUNEEEABNTEE
BOHOE - SHESFNTISERES - AR
EEE B E AN E L IR B e

AREBOFEHAYEHEE —_TET+F+ A
=+—HIEHNFE A7,500,000 T ARE &
+FFER9,000,0007T A R 16% ° FTISHR

HRETARERAZHBARE _TTLF
EESMR-RIHBER  BRAGSHEA

K 55.4%( ZZEFRF : 8.6%) °

FRBEINEHE-_ZZTttF+_A=+—8
IFB E E A5130,500,000 T AR T
T X F 95,400,000 T A REER K 37% ° M
LK%E@i%%'JfE%@'JEEi*ETEE’M? 9% 3

EAREEN21.3%c EMGE SR ERBELE
o REEZFMNEERAE23.4%(ZFT/RF

22.1%) °

REBEFA - $%Izﬁ$ﬁﬁmfrzgﬁm
LEEBERIBITHREMGES - BREAEEHE

BEMSMBER  N&EE K& 147,900,000
ARE(ZEZENF : 62,000,000T A RE) R
BEAT W £ WRARBE15,000, OOOnAEﬁ%
(ZEZT R4 : 9,500,000 TARK) « RZF
Zt+t&+=-A=+—8" $$l2£ﬁ%&ﬁﬁ

FER4H307,400,000 T A RE(ZZTREF

360,600,000 ARHE) o

AEBREBEFRZMEARRDRREHE
EEE R-_ZETZtF+=-_A=+—8"
AEBZRDEEFERRDL R Y
/4 335,600,000 T A R (ZF T X F -
290,200,000 7T AR ) K2 5(ZFFRF ¢
2.2)°

—TTLEER



BIR R wm M AT

As at 31 December 2007, the Group had bank borrowings of
approximately RMB122.5 million (2006: RMB101.0 million),
government loans from State Development and Reform Commission,
Xiamen Development Planning Commission and other Mainland China
government bureaus to finance the Group’s product development
activities and expansion of production facilities of approximately
RMB33.9 million (2006: RMB33.9 million). As at 31 December 2007,
the Group’s gearing ratio which is represented by the ratio of total
borrowings to total shareholders’ equity, was approximately 24%
(2006: 25%) and the Group’s net cash balance, being cash and cash
equivalents plus pledged bank deposits less borrowings amounted to
RMB151.0 million (2006: 225.8 million).

With the positive cash inflow from the Group’s operations, its available
banking facilities and its existing cash resources, the Group has
very strong liquidity and sufficient financial resources to meet its
commitments, working capital requirements and future investments for
expansion.

As at 31 December 2007, bank deposit of RMB32.2 million (2006: nil),
certain property, plant and equipment of the Group with an aggregate
net book value of about RMB94.5 million (2006: RMB92.1 million) and
land use rights of RMB2.4 million (2006: RMB4.8 million) were pledged
to secure the Group’s bank borrowings.

As at 31 December 2007, neither the Group nor the Company had any
significant contingent liabilities.

As at 31 December 2007, the Group had capital commitments of
approximately RMB19.6 million (2006: RMB108.8 million) in respect of
purchases of property, plant and equipment, construction-in-progress,
product development projects and land use rights.
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The Group’s assets, liabilities, revenues and transactions are mainly
denominated in Renminbi, United States dollars and Hong Kong
dollars with its operation mainly in the PRC. As at 31 December
2007, the Group’s borrowings of approximately RMB133.9 million
were denominated in Renminbi. The Group’s cash and bank deposits
(comprise cash and cash equivalents and pledged bank deposits)
denominated in Renminbi amounted to RMB296.6 million of the total
balance, with the remaining balance of approximately RMB10.8 million
denominated in Hong Kong dollars and United States dollars.

The Group’s foremost exposure to the foreign exchange fluctuations
was caused by the revaluation of Renminbi during the year under
review. The Group’s export sales are, in majority, denominated in
United States dollars. Nevertheless, the Group has not experienced any
material difficulties or effects on its operations or liquidity as a result
of fluctuations in currency exchange rates during the year. The Group
will conduct periodic review of its exposure to foreign exchange risk
and may use proper financial instrument and financing arrangement for
hedging purpose when considered appropriate.

As at 31 December 2007, the Group has 301 full-time employees of
which 296 are based in the PRC. For the year under review, the total
employment costs incurred for 2007 including directors’ emolument
amounted to RMB27.7 million. The Group has established its human
resources policies and procedures with a view to deploy the incentives
and rewards of the remuneration system. The remuneration package
offered to the staff is appropriate for the duties and in line with the
prevailing market terms. Staff benefits, including medical coverage
and provident funds, are provided to employees. The Group has
also established effective performance evaluation system in which
employees are properly rewarded on a performance-related basis under
the Group’s salary and bonus system.

The Group has also adopted a share option scheme for the purpose of
providing incentives and rewards to the management, key technician
and other eligible participants who contribute to the success of the
Group’s operations.
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The board of directors of EcoGreen Fine Chemicals Group Ltd. (the
“Company”) (the “Board”) acknowledges the importance of and
benefit from good corporate governance practices and is committed
to improving the corporate governance practices in order to enhance
better transparency and to ensure that business activities and decision
making processes are regulated in a proper manner to safeguard the
interests of shareholders.

The Company’s corporate governance practice are based on the
principles and the code provisions (the “Code Provisions”) as set out in
the Code on Corporate Governance Practices (the “CG Code”) contained
in Appendix 14 of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”). In the year under review, the
Company has complied with most of the Code Provisions save for the
deviations from the Code Provisions A.2.1. The following summarises
the Company’s corporate governance practices and explains deviations,
if any, from the CG Code.

The Board is accountable to the shareholders for leading the Company
in a responsible and effective manner. The Board provides leadership
and formulates strategic policies and plans of the Group with a view to
enhance shareholder interests while the day-to-day operations of the
Company are delegated to the management.

The Board reserves for its decisions all major matters of the Company,
including: objectives and overall strategies of the Company; annual
budgets and financial matters; equity related transactions such as issue
of shares/options and repurchase of shares; dividend; raising of capital
loan; determination of major business strategy; merger and acquisition;
major investment; annual financial budget in turnover, profitability and
capital expenditure; review and approval of financial performance and
announcement; and matters as required by laws and ordinance.

All Directors have full and timely access to all relevant information
as well as the advice and services of the Company Secretary, with a
view to ensuring that Board procedures and all applicable rules and
regulation are followed.

Each Director is normally able to seek independent professional advice

in appropriate circumstances at the Company’s expense, upon making
request to the Board.
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The Directors are continually updated with the regulatory requirements,
business activities and development of the Company to facilitate the
discharge of their responsibilities. Through regular Board meetings,
all Directors are kept abreast of the conduct, business activities and
development of the Company.

The management has the obligation to supply the Board and the various
Committees with adequate information in a timely manner to enable the
members to make informed decisions. Each Director has separate and
independent access to the Company’s senior management to acquire
more information than is volunteered by management and to make
further enquiries if necessary.

The functions delegated to management are periodically reviewed.
Approval has to be obtained from the Board prior to any significant
transactions entered into by the management.

The Board currently comprises a total of nine members including
five Executive Directors, one Non-executive Director (“the NED”)
and three Independent Non-executive Directors (“the INED”). The
Board’s composition covers a balance of expertise, skills and industry
experience so as to bring in valuable contributions and advices for the
development of the Group’s business. The NED and INED together have
substantial experience in fields of auditing, legal matters, business,
accounting, corporate internal control and regulatory affairs. Through
active participation in Board meetings, taking the lead in managing
issues involving potential conflict of interests and serving on Board
committees, all NED and INED make various contributions to the
effective direction of the Group.

The Company has received written annual confirmation from each INED
of his independence pursuant to the requirements of the Listing Rules.
The Company considers all INED to be independent in accordance with
the independence guidelines set out in the Listing Rules.
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The Board meets regularly throughout the year to discuss the overall
strategy as well as the operation and financial performance of the
Group. A total of 4 board meetings were held during the year. The
individual attendance record of each Director at the meetings of the
Board, the Remuneration Committee and the Audit Committee during
the year ended 31 December 2007 is set out below:

EEenFACHERANARERER
LERPBRR - FRAEGHABTOREESS
ZoBE_ZELFT_A=+—HILFE"
EEENEFTEEH  FHERESERNEX
ZBEegR 2 HFREET

Attendance/Number of meetings
HEBITEBRRE

Remuneration Audit

Name of Director Note Board Committee Committee
EENE it BEEE® FMEEE EXZLES
EXECUTIVE DIRECTORS HITES

Mr. Yang Yirong (Chairman) SRR E(ERE) 4/4  N/ATNEA  N/ATEA
Mr. Gong Xionghui BRI E S A 4/4  N/ATER  N/ATEA
Ms. Lu Jiahua EXRELL 4/4  N/ATEFE  N/ATEA
Mr. Lin Like MARIE 2/4 N/ATERE  N/ATEA
Mr. Han Huan Guang BEOLSE (i) 4/4 3/3 N/A TEA
NED EHITEE

Mr. Feng Tao (Vice Chairman) KB EE(EIEE) 0/4 N/ATEA N/ATEA
INED BYKEHITES

Mr. Yau Fook Chuen (iv) (v) FEEEE (i) (iii) 4/4 3/3 3/3
Mr. Wong Yik Chung, John (v) (vi) BEEALSE (iii) (iv) 4/4 3/3 3/3
Mr. Zheng Lansun (v) (vi) EEE IR E (iii) (iv) 1/4 0/3 0/3
Notes: Kiat

) Chairman of the Remuneration Committee.
i) Chairman of the Audit Committee.

i) Member of the Remuneration Committee.
iv) Member of the Audit Committee.

Notices of regular board meetings are served to all Directors at least
14 days before the meetings while reasonable notice is generally given
for other Board meetings. Agenda and Board papers together with
complete and reliable information are sent to all Directors at least
3 days before each Board meeting to keep the Directors apprised of
the latest developments and financial position of the Company and to
enable them to make informed decision. Minutes of all Board meetings
and committee meetings are kept by the Company Secretary. Draft
minutes are normally circulated to Directors for comment within a
reasonable time after each meeting and the final version is open for
Directors’ inspection.
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According to current Board practice, any material transaction which
involves a conflict of interests for a substantial shareholder or a
Director, will be considered and dealt with by the Board at a duly
convened board meeting. The Company’s Articles of Association also
contain provisions requiring Directors to abstain from voting and not
to be counted in the quorum at meetings for approving transactions in
which such Directors or any of their associates have a material interest.

The Board as a whole is responsible for reviewing the Board
composition, developing and formulating the relevant procedures for
nomination and appointment of Directors, monitoring the appointment
and succession planning of Directors and assessing the independence
of INED. The Board reviewed its own structure, size and composition
regularly to ensure that it has a balance of expertise, skills and
experience appropriate to the requirements of the business of the
Company. There were no meeting held for the nomination of Directors
during the year.

In accordance with the CG Code and the Company’s Articles of
Association, all Directors are subject to retirement by rotation once
every three years and being eligible, offer themselves for re-election.

All NED and INED were appointed for an initial term of not more than
one year and will be renewable automatically for successive term of
one year until terminated by not less than three months’ notice in
writing served by either party or the other. All NED and INED are subject
to retirement by rotation once every three years and are subject to
re-election.

The Company has arranged appropriate insurance cover in respect of
legal actions against its Directors and officers. The Board reviews the
extent of this insurance annually.
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The Company has not yet adopted A.2.1. Under the code provision A.2.1
of the CG Code, the roles of Chairman and CEO should be separate
and would not be performed by the same individual. The division of
responsibilities between the Chairman and CEO should be clearly
established and set out in writing.

The Company does not presently have any officer with the title CEO.
At present, Mr. Yang Yirong, being the Chairman and the President of
the Company, is responsible for the strategic planning, formulation of
overall corporate development policy and running the business of the
Group as well as the duties of Chairman. The Board considered that,
due to the nature and extent of the Group’s operations, Mr. Yang is
the most appropriate chief executive because he possesses in-depth
knowledge and experience in fine chemicals business and is able to
ensure the sustainable development of the Group. Besides, he is the
founder, the chairman and the controlling shareholder of the Group
since its establishment and till now. Notwithstanding the above, the
Board will review the current structure from time to time. When at the
appropriate time and if candidate with suitable leadership, knowledge,
skills and experience can be identified within or outside the Group, the
Company may make the necessary amendments.

The Board has established two committees, namely the Remuneration
Committee and the Audit Committee, for overseeing particular aspects
of the Company’s affairs. All Board committees of the Company are
established with defined written terms of reference which deal clearly
with their authority and duties.

The chairmen of the committees will report the findings and
recommendations of the committees to the Board after each meeting.
The minutes of all meetings of the committees are circulated to the
Board for information.
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Mr. Han Huan Guang is the chairman while all the three INED, namely,
Mr. Yau Fook Chuen, Mr. Wong Yik Chung, John and Dr. Zheng Lansun
are the members of the Remuneration Committee.

The primary responsibilities of the Remuneration Committee include
establishing a formal and transparent procedures for developing policy
on the remuneration of the Executive Directors and senior management,
making recommendations to the Board on the Company’s policy and
structure for the remuneration of Directors and senior management,
ensuring the remuneration packages are sufficient to attract and retain
the Directors to run the Company successfully, to avoid over-paying and
ensure no Director or any of his associates will participate in deciding
his own remuneration.

During the year under review, the Remuneration Committee met three
to review and consider the remuneration policy and packages, including
any discretionary management bonus of the Executive Directors and
senior management by reference to market conditions, performance of
the Group and the individual and corporate goals.

The Audit Committee comprises the three INED, namely, Mr. Yau Fook
Chuen, Mr. Wong Yik Chung, John and Dr. Zheng Lansun. Mr. Yau is
the chairman of the Audit Committee and he possesses recongised
professional qualifications in accounting required by the Listing Rules.

The primary duties of the Audit Committee include the following:

(a) To review the financial statements and reports and consider any
significant or unusual items raised by the qualified accountant
or external auditors before submission to the Board;

(b) To review and monitor the external auditors’ independence
and objectivity and the effectiveness of the audit process by
reference to the work performed by the external auditors, their
fees and terms of engagement, and make recommendation to
the Board on the appointment, re-appointment and removal of
external auditors; and

(c) To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.
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During the year under review, the Audit Committee held three meetings
with the senior management and the Company’s external auditors to
review the interim and annual financial statements, financial controls,
internal controls and risk management systems and the re-appointment
of the external auditors. The Audit Committee has also reviewed the
Group’s accounting principles and practices, listing rules and statutory
compliance and financial reporting matters.

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Listing Rules as the Company’s own code of
conduct regarding Directors’ securities transactions. Specific enquiry
has been made to all Directors and all the Directors have confirmed
that they have complied with all the relevant requirements as set out in
the Model Code throughout the year ended 31 December 2007.

The management provides such explanation and information to the
Board to facilitate an informed assessment of the financial and other
information put before the Board for approval.

The Directors acknowledge their responsibility for preparing the financial
statements which give a true and fair view and the Board is responsible
for presenting a balanced, clear and understandable assessment
of annual and interim reports, price-sensitive announcements and
other financial disclosures required under the Listing Rules and other
regulatory requirements. Meanwhile, the Directors are responsible for
ensuring that appropriate accounting policies are selected and applied
consistently; and that judgments and estimates made are prudent and
reasonable. The Board was not aware of any material uncertainties
relating to events or conditions that might cast significant doubt upon
the Group’s ability to continue as a going concern. The Board has
prepared the financial statements on a going concern basis.
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The Board has overall responsibilities for maintaining a sound and
effective internal control system of the Group. The system includes
a defined management structure with limits of authority, safeguards
its assets against unauthorized use or disposition, ensures the
maintenance of proper accounting records for the provision of reliable
financial information for internal use or for publication, and ensures
compliance with relevant laws and regulations. The system is designed
to provide reasonable, but not absolute, assurance against material
misstatement or loss, and to manage the risks of failure in the Group’s
operational systems and in the achievement of the Group’s objectives.

The Board periodically conducts review of the effectiveness of the
system of internal controls. The tasks include:

(i) access and review selected aspects of the Group’s activities
and internal controls;

(i) conduct regular comprehensive reviews of the practices,
procedures and internal controls of selected business and
supporting units and subsidiaries;

(iii) examine and investigate business ethics, conflicts of interest
and other company policy violations; and

(iv) report results of review to the senior management and make
recommendation where appropriate.

The Directors, through the audit committee of the Company (“Audit
Committee”), have conducted an annual review of the effectiveness of
the system of internal control of the Company and its subsidiaries. The
review covers all material controls, including financial, operational and
compliance controls and risk management functions.

During the year, PricewaterhouseCoopers, the external auditors of the
Company received approximately RMB1.5 million for audit services
provided to the Group. The external auditors did not provide any non-
audit service to the Group during the year under review.
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Details of the rights of shareholders and the procedures for demanding
a poll on resolutions at shareholders’ meetings are set out in the
circulars despatched to shareholders which the notice of the general
meeting forms part and will be explained during the proceedings of
meetings.

In accordance with the CG Code and the Company’s Articles of
Association, the Chairman of a meeting and/or Directors who,
individually or collectively, hold proxies in respect of shares
representing 5% or more of the total voting rights at a particular
meeting shall demand a poll in certain circumstances where, on a show
of hands, a meeting votes in opposite manner to that instructed in
those proxies.

The Company continues to enhance communications and relationships
with its investors. The annual general meeting enables the Company’s
shareholders to exchange views with the Board. The chairman of
the Board and the chairman of Audit Committee and Remuneration
Committee have attended at the annual general meeting to be available
to answer the questions of the shareholders of the Company. Regular
meetings are also held with media, institutional investors and research
analysts to provide them the Group’s latest business development and
non-price sensitive information.

To promote effective communication, extensive information about
the Company business is provided in its interim and annual reports,
which are sent to shareholders, analysts and interested parties. The
Company also maintains a corporate website on which comprehensive
information, updates on the Company’s business developments and
operations, financial information, corporate governance practices and
other information of the Group are provided.
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Mr. YANG Yirong (Chairman and President)

Mr. Yang, aged 46, is the founder of the Group. He is responsible for
strategic planning and formulation of overall corporate development
policy for the Group. Mr. Yang holds a Bachelor degree in science,
majoring in chemistry from Huaqgiao University (ZE{&KE22) in 1982. Prior
to founding the Group in 1994, Mr. Yang has extensive experience in
the fine chemicals manufacturing and trading and has more than ten
years of experience in natural organic chemistry research.

Mr. GONG Xionghui (Senior Vice President - Engineering Project
Management)

Mr. Gong, aged 44, is responsible for project construction and strategic
investment development. Mr. Gong holds a Master degree in chemical
engineering from Xiamen University (EF1X2) and has accumulated
over 19 years of experience in fine chemicals industry and qualified
as an ISO 9000 auditor in the PRC in 1998. He joined the Group in
September 1999.

Ms. LU Jiahua (Senior Vice President - Group Financial Control)

Ms. Lu, aged 41, oversees the finance and accounting and human
resources functions for the Group in the PRC. She has over 18 years
of experience in accounting, financial management, administration
management and internal auditing in a number of pharmaceutical and
fine chemical manufacturing enterprises. Ms. Lu holds a Bachelor
degree and a Master degree in economics and corporate management
from Xiamen University (EP7X2). She joined the Group in April 2002.

Mr. LIN Like (Senior Vice President - Group Operation and Technology)

Mr. Lin, aged 45, is responsible for the management of the Group’s
operation in aroma and natural products and research and development
functions for the Group. Mr. Lin oversees the research and
development department and other operational departments including
the production department and quality management department of the
Group. Mr. Lin graduated from the Chemistry Department of Huagiao
University (221§ X22%) with a Bachelor degree in science and graduated
from the Guangzhou Institute of Chemistry (FF BRI E ML EHT 5%
FT), Academic Sinica with a Master degree in science. Mr. Lin has been
engaged in the research and development of fine chemicals for many
years with extensive experience in the natural products industry in
China. He joined the Group in August 2004.
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Mr. HAN Huan Guang (Chairman of Remuneration Committee) (Senior
Vice President - Group Strategic Investments and Capital Markets)

Mr. Han, aged 45, graduated from Zhongshan University (1L X
&) with a Bachelor degree in biochemistry in 1982 and obtained
his Master degree in Business Administration from University of
Technology, Sydney, Australia in 1993. He has over 20 years’
experience in corporate finance, merger and acquisition, infrastructure
and new technology developments, management of listed and non-
listed companies in the PRC and overseas. Over the years, he has
been a Director, and then Managing Director in China Everbright
Medicine Co. Ltd. (a subsidiary of China Everbright Holdings Group),
Livzon Pharmaceutical Group Inc. and in other senior management
positions in Hong Kong, Singapore and Mainland companies. He has
been appointed as a Councilor of the China Society of Biotechnology,
and also member of some professional associations in the region. He
joined the Group in September 2005 as a non-executive director, and
became an executive director from May 2006, responsible for Group
strategic investments and investor relations.

Mr. FENG Tao (Vice Chairman)

Mr. Feng, aged 40, is the Chief Executive Officer of New Margin Venture
Capital Co. Ltd., which is one of the most outstanding venture-capital
firms in China. Commencing from 1999, Mr. Feng has been serving
as the vice president officer (21F1E) of The Foundation of Science &
Technology for Development of the State Planning Committee, State
Economic & Trade Commission of the PRC (F1EE A R HNE R &K
B HZEE) and Chinese Academy of Sciences. As one of pioneers
of venture-capital of China, Mr. Feng possesses extensive experience
and knowledge of both domestic and overseas markets. Mr. Feng
was awarded the title of “Top 10 most influential venture capitalists
in China” in the “Asia-Pacific Venture Capitalist Summit and Most
Influential Venture Capitalists in China Award Ceremony” in April
2005. He obtained a Master degree in science from the Department of
Statistics and Applied Probability of University of Alberta in June 1992.
He joined the Group in September 2005.
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Mr. YAU Fook Chuen (Chairman of Audit Committee, Member of
Remuneration Committee)

Mr. Yau, aged 50, is a practising accountant and has over 18 years
of experience in public accountancy practice which covers company
secretarial service, accountancy, auditing and taxation. He is a member
of the Association of Chartered Certified Accountants and the Hong
Kong Institute of Certified Public Accountants. Mr. Yau is currently the
proprietor of Yau & Wong, Certified Public Accountants in Hong Kong.
He was appointed as an Independent Non-executive Director in February
2004.

Mr. WONG Yik Chung, John (Member of Audit Committee, Member of
Remuneration Committee)

Mr. Wong, aged 41, among being the Independent Non-executive
Director of the Company, was also served as an Independent Non-
executive Director of Golden Resources Development International
Limited, CDW Holdings Limited and General Steel Holdings Inc,
companies listed in Hong Kong, Singapore and the United States
respectively. He is a professional accountant by training with more
than 17 years of experience in auditing and corporate finance work,
with extensive exposure to the business enterprise in the PRC. Mr.
Wong is currently the director to TMF China, a firm provides a variety
of professional outsourcing solutions to an international client
base investing in PRC. Mr. Wong graduated from the University of
Melbourne. He is a fellow member of the Australian Society of Certified
Public Accountants and the Hong Kong Institute of Certified Public
Accountants. He also obtained a PRC Certificate of Independent
Directorship in 2002. He was appointed as an Independent Non-
executive Director in February 2004.

Dr. ZHENG Lansun (Member of Audit Committee, Member of
Remuneration Committee)

Dr. Zheng, aged 53, is a member of the National Committee of the 10th
Chinese People’s Political Consultative Conference (7B A RBUA R
E%FTEEEEES), representing the technology sector. He is also
a qualified academician (BT I) of the Chinese Academy of Sciences (+
BRI 287, Dr. Zheng received a Doctoral degree in philosophy from
Rice University in the United States of America and has engaged in
chemistry related research activities at Xiamen University. He was
appointed as an Independent Non-executive Director in February 2004.
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Mr. XIE Rong Guo. (Vice President - Strategic Resources Management)
Mr. Xie, aged 45, Head of Strategic Resources Management Center.
Since he joined Ecogreen, Mr. Xie has been the management
positions in purchase department, logistic department and commercial
department and the general manager of strategic resources
management. He has excellent professional knowledge and rich
experience in supply chain management and strategic resources
management.

Mr. LIN Zhigang (Vice President - Food Additives Business)

Mr. Lin, aged 37, Head of Food Additives Business. He holds a
Bachelor degree of economics obtained from Xiamen University. Prior
to joining the Group in June 1996, he worked in a foreign investment
enterprise and has concrete experience in sales and marketing
management, business development and production management.

Mr. Y1 Zhi Xiong (Vice President - Corporate Administration)

Mr. Yi, aged 46, Head of Corporate Administration. Mr. Yi majored
in fine chemicals in Tianjin University with a Bachelor degree of
engineering. He has been the head of management in a large
manufacturing company before he joined Ecogreen in September 1998.

Mr. WONG Cang Yan (Head of President Office)

MR. Wong, aged 50, Head of President Office. Mr. Wong received
Bachelor degree of management science from National Chiao Tung
University. Before joining Ecogreen in July 2007, Mr. Wong has 26
years work experience in enterprise management. During 2003 to
2005, he was the management consultant of Ecogreen, helping the
Group to build the daily management system.

Mr. YAN Da Yi David (General Manager - Marketing and Sales of Aroma
Chemicals)

Mr. Yan, aged 47, General Manager of the Marketing and Sales of
Aroma Chemicals, Mr. Yan holds a Bachelor degree of Engineering.
Mr. Yan has 25 years work experience in Canada, Hong Kong and
China. Before joining the Group in May 2004, he worked for eight
years in a well-known software company in Hong Kong, for positions in
marketing, sales, servicing and administrative departments.
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Mr. XIAO Li Yuan (Aroma Chemicals Operations Manager)

Mr. Xiao, aged 44, Director of Aroma Chemicals Operations. Before
joining the Group in February 2001, he was the deputy manager in a
large chemical enterprise. Mr. Xiao has more than 26 years experience
of production management.

Ms. CHEN Ying Hong (Human Resources Manager)

Ms. Chen, aged 32, Human Resources Manager. She graduated from
Normal University, and holds the certificate of manpower resource
management (second class), and certificate of national enterprise
training (second class). Before joining the Group in July 2006, she
worked in a Japanese corporation and occupied the management
position, She has very rich manpower management experience.

Mr. TU Hong Bin (Aroma Chemicals R&D Manager)

Mr. Tu, aged 40, Aroma Chemicals R&D Manager, who received a
Ph.D degree in 1995 from Beijing Institute of Technology. After the
postdoctoral research experience with Professor Alan.R.Katritzky at
University of Florida of USA (2001-2004), he joined Ecogreen in May
2005. He has more than 10 years experience in organic synthesis
and methodology including 3 years preparation and production of
Heterocyclic compounds.

Mr. LEE Ke (Deputy Manager of Shanghai Fine Chemical)

Mr. Lee, aged 33. Deputy Manager of Shanghai Fine Chemical Co.,
Ltd. Mr. Lee received a Master degree of MBA in Britain together a
Master of science. Before joining the Group in May 2005, Mr. Lee
occupied management position in American and French companies. He
has excellent professional knowledge and rich experience in sales &
marketing, also in project management.

Mr. LAM Kwok Kin (Financial Controller and Company Secretary)

Mr. Lam, aged 34, is the financial controller and company secretary
of the Company. He holds a Bachelor degree in accountancy and is a
fellow member of the Association of Chartered Certified Accountants
and the Hong Kong Institute of Certified Public Accountants. Prior to
joining the Group in October 2003, he worked with an international
accounting firm for seven years and was the financial controller and
company secretary of a company listed on the Stock Exchange. Mr.
Lam has extensive experience in auditing, accounting, budgeting and
company secretarial works.

BRESRE (BRMEERE)

BEE 445 AEEERHHEZZER
E-N-TEZE—F-AMAXKER - BHEE
ER—FRARCICERETLEEERRIBRE -
BER26F L TREAEEENE KR

BRERAL 22+ (A 7 BIRESAEHE)

Rt 325k * AEBZANEREHE - B0
REAXE BRAHERERM(ZHK) - @R
BREFIJE(ZR) - R_TBTRNFLAMAKR
SEAT RALERBELXEEEERG -
BAEENANEREREEIREER o

BHBEE(BRHTELE)

REE 405 ARBZERBIEEE - 4t
RETREBTEEL  XEHRBREEREFL
& MN_ZETERFHEAMAREER - BELE
EREBEHEEREERBUEMRILBMES
FERARBFERIEFRNEELR -

FRISEE (BB EIAEHETE)

FHRAE 335 ARBEZEILBRIBKRE -
FRERERBEEIMBARE - BlALEMA - [
RABESRLEN - R-_FTTAF—AMA
REEA - FRAEBRE AIINELEETE
B AEFSNEXRER  ABEZENMS
T BEREIREE -

MERSEE (M BREFR L TARE)

MITE - 3458 AEEZ M HRER AR
E-MEEKBEFHBLEN  KEBAKHLQ
REAMREREAGTMAGLEREE °
R-ZFBZ=FTAMAREER - KMEELR
—HKERE AT ERCF RETC B
FTRRRIZHBRERARWE KRR -]
it RERARNMESHHALELR -

—TTLEER



+

55T

33
I

=

The directors (“the Directors”) of EcoGreen Fine Chemicals Group
Limited (“the Company”) are pleased to present their annual report
together with the audited financial statements of the Company and
of its subsidiaries (collectively “the Group”) for the year ended 31
December 2007.

The Company is an investment holding company. The principal activities
of the Group are the research and development, production and sale
of fine chemicals products from natural resources for use in aroma
chemicals and pharmaceutical products and trading of fine chemicals
products and natural materials.

An analysis of the Group’s performance for the year by business and
geographical segments is set out in Note 5 to the financial statements.

Particulars of the Company’s subsidiaries as at 31 December 2007 are
set out in Note 10 to the financial statements.

The results of the Group for the year ended 31 December 2007 are set
out in the consolidated income statement on page 53.

An interim dividend of HK1 cents per share, amounting to a total of
about HK$4,699,000 (equivalent of approximately RMB4,537,000),
was paid to shareholders of the Company (“the Shareholders”) on 30
November 2007.

The Directors recommend the payment of a final dividend of HK3.5
cents per share to the Shareholders whose names appear on the
register of members on 9 May 2008. Together with the interim dividend,
this will bring the total dividend distribution for the year to HK4.5 cents
(2006: HK3.1 cents) per share, resulting in an aggregate dividend of
about HK$21.1 million (equivalent of approximately RMB19.3 million)
for the year ended 31 December 2007.

Details of movements in reserves of the Group during the year are
set out in the consolidated statement of changes in equity on page
54. Details of movements in other reserves of the Group and of
the Company during the year are set out in Note 16 to the financial
statements.
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Movements in property, plant and equipment of the Group during the
year are set out in Note 6 to the financial statements.

Details of movements in share capital of the Company during the year
are set out in Note 15 to the financial statements.

Distributable reserves including retained earnings of the Company
at 31 December 2007 amounted to RMB321,547,000 (2006:
RMB291,624,000).

During the year ended 31 December 2007, the Company had not
redeemed and neither the Company nor any of its subsidiaries had
purchased or sold any of the Company’s listed securities.

There is no provision for pre-emptive rights under the Company’s
articles of association and there was no restriction against such rights
under the laws of the Cayman Islands, which would oblige the Company
to offer new shares on a pro-rata basis to existing shareholders.

A summary of the results and of the financial positions of the Group for
the past five financial years is set out on page 122.
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The Directors of the Company during the year and up to the date of this
report were:

Mr. Yang Yirong (Chairman & President)
Mr. Gong Xionghui

Ms. Lu Jiahua

Mr. Lin Like

Mr. Han Huan Guang

Mr. Feng Tao

Mr. Yau Fook Chuen
Mr. Wong Yik Chung, John
Dr. Zheng Lansun

In accordance with article 108(A) of the Company’s articles of
association, Mr. Lin Like, Mr. Yau Fook Chuen and Mr. Wong Yik
Chung, John, will retire from office by rotation and, being eligible, offers
themselves for re-election at the forthcoming annual general meeting.

No director proposed for re-election at the forthcoming annual general
meeting has a service contract which is not determinable by the Group
within one year without payment of compensation, other than statutory
compensation.

The non-executive Directors and independent non-executive Directors
were appointed for an initial term of not more than one year and will
be renewable automatically for successive term of one year until
terminated by not less than three months’ notice in writing served by
either party on the other.

Details of the related party transactions are set out in Note 31 to the
financial statements.

Save for the above, no contracts of significance in relation to the
Group’s business to which the Company or any of its subsidiaries was
a party, and in which a Director of the Company had a material interest,
whether directly or indirectly, subsisted at year-end or at any time
during the year.
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Biographical details of Directors and senior management are set out on
pages 31 to 35.

Details of Directors’ emoluments disclosed pursuant to Section 161 of
the Companies Ordinance and Appendix 16 of the Listing Rules are set
out in Note 23(b) to the financial statements.

At no time during the year was the Company, or any of its subsidiaries,
a party to any arrangements to enable the Directors or chief executives
of the Company or their spouses or children under 18 years of age
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate with the
exception of the Company’s share option scheme, details of which are
set out in the following section under the heading “Share options”.
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At 31 December 2007, the interests and short positions of the
Directors, chief executives and their associates in the shares,
underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (“SFO”)), which were recorded in the register
maintained by the Company under Section 352 of the SFO; or which
were notified to the Company and the Stock Exchange pursuant to
the Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they were taken or deemed to have under such
provisions of the SFO) or which were otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies contained in the Listing
Rules, were as follows:

RZZEELF+-_A=+—H EF TR
HEWEZBBEATRAR T REREAE (T
ERBHENEEEO(TEFRIPEEN ) EXV
R’ - RO ESPEE - WERNA
NEIREESFRBERNEISHEFE 2 5
fit + R BEFESF RBAEERIIEXVHETRSD S
EMg AR R R (BIEREES R EEK
PIBREIEX - BEWEIFSRIEMER 2 sk
RKEVHBE LR LM AR EBETEER
SHVZESFRIE MG ARNRNE) R R AT =&
KRBT

Number of shares held

s
% of the
issued
share capital
of the
Company
Personal Family Corporate Other {ERAD
Name of Director interests interests interests interests Total SRTR
EEng EARERE RiGER DR HAitiiE s @t N
Mr. Yang Yirong - - 193,263,158 - 193,263,158 41.12%
SR E (Note a)
(Biet a)
Mr. Gong Xionghui - - 11,368,421 - 11,368,421 2.41%
BiEE S (Note b)
(Hizt b)
Ms. Lu Jiahua - - 8,526,316 - 8,526,316 1.81%
EREZL (Note c)
(et c)
Notes: s
(a) These shares were beneficially owned by Marietta Limited, a private company  (a) ZEBRDUBRRAEERZZEREZLARTA
beneficially wholly-owned by Mr. Yang Yirong. Marietta Limited Ez=# A °
(b) These shares were beneficially owned by Dragon Kingdom Investment Limited, a  (b) ZERDUNEEB LA ESZ2EREZALARTA
private company beneficially wholly-owned by Mr. Gong Xionghui. Dragon Kingdom Investment Limited E 255 °
(c) These shares were beneficially owned by Sunwill Investments Limited, a private  (c) ZEBRMUNERELTEZ2EREZLARE

company beneficially wholly-owned by Ms. Lu Jiahua.
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Share options, being unlisted physically settled equity
derivatives, to subscribe for the ordinary shares of the Company
were granted to Directors, chief executives, employees and
certain participants pursuant to the approved Company’s share
option scheme. Information in relation to these share options
during the year ended 31 December 2007 are set out in the
following section under the heading “Share options”.

Other than the interest disclosed above, a Director also hold
nominee shares in certain subsidiaries held in trust for the
Group solely for the purpose of ensuring that the relevant
subsidiary has more than one member.

Other than as disclosed above, neither the Directors nor
any chief executives, nor any of their associates, had any
interests or short positions in the shares, underlying shares, or
debentures of the Company or its associated corporation as at
31 December 2007.

The following is a summary of the Company’s share option scheme
(“the Scheme”), which was approved and adopted pursuant to a written
resolution of the shareholders of the Company passed on 16 February
2004, disclosed in accordance with the Listing Rules:

The Scheme is to enable the Group to grant options to selected
participants as incentives or rewards for their contributions to
the Group.

All directors, employees, suppliers of goods or services,
customers, persons or entities that provide research,
development or other technological support to the Group,
shareholders and advisers or consultants of the Group are
eligible to participate in the Scheme.
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The total number of shares of the Company (“the Shares”) which
may be allotted and issued upon exercise of all options to be
granted under the Scheme and any other share option scheme
adopted by the Company must not in aggregate exceed 10% of
the Shares in issue on 21 July 2004, the date of approval of the
refreshment of the General Scheme Limit (as defined below) by
the shareholders of the Company (“the Shareholders”).

The Company may renew the 10% limit with Shareholders’
approval provided that each such renewal may not exceed 10%
of the Shares in issue as at the date of the Shareholder’s
approval (“the General Scheme Limit”).

The maximum number of Shares which may be issued upon
exercise of all outstanding options granted and yet to be
exercised under the Share Option Scheme and any other share
option scheme adopted by the Company must not in aggregate
exceed 30% of the Shares in issue from time to time.

As at 9 April 2008, being the latest practicable date prior to the
issue of the annual report, options to subscribe for a total of
31,410,000 Shares were still outstanding under the Scheme
which represents approximately 6.7% of the Shares in issue.

Unless approved by shareholders of the Company, the total
number of shares issued and to be issued upon the exercise of
the options granted to each participant (including both exercised
and outstanding options) under the Scheme or any other share
option scheme adopted by the Company in any 12-month period
must not exceed 1% of the issued share capital.

An option must be exercised in accordance with the terms of
the Scheme at any time during a period to be determined and
notified by the Directors to each grantee, which period may
commence from the date of the offer for the grant of option is
made, but shall end in any event not later than 10 years from
the date on which the offer for the grant of the option is made,
subject to the provisions for early termination thereof.
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Unless otherwise determined by the Directors and stated in the
offer for the grant of options to a grantee, there is no minimum
period required under the Scheme for the holding of an option
before it can be exercised.

An option may be accepted by a participant within 21 days from
the date of the offer for the grant of the option and the amount
payable on acceptance of the grant of an option is HK$1.

The exercise price is determined by the Directors and being not
less than the highest of:

a. the closing price of the Company’s shares as stated in
the daily quotation sheet of the Stock Exchange for trade
in one or more board lots of the Company’s shares on
the date of the offer for the grant;

b. the average closing price of the Company’s shares
as stated in the daily quotation sheets of the Stock
Exchange for the five business days immediately
preceding the date of the offer for the grant; and

c. the nominal value of the Company’s shares.

The Scheme will end on 15 February 2014, after which no option
can be granted under the Scheme. However, options that remain
outstanding as at 15 February 2014 can be exercised until their
respective expiry dates.
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The following table discloses details of share options outstanding as at
31 December 2007 under the Scheme and the movements during the

year.
Balance
as at
1 January
2007
Granted  Exercise Exercisable R-EEtE
date price period -B-H
Type of Grantee ARABH REA®  HFE s ge
HKS$ (000)
B
Category 1 Directors FhL-23%
Mr. Yang Yirong FRELE 25.5.2006 139 255.2006-24.5.2011 400
Mr. Gong Xionghui LEEE 8.6.2004 1.37 8.6.2004 - 7.6.2014 4,000
Ms. Lu Jiahua EFENL 8.6.2004 1.37 8.6.2004 - 7.6.2014 3,500
Mr. Lin Like HhREE 25.5.2006 139 255.2006 - 24.5.2011 3,000
Mr. Han Huan Guang BELEE 25.5.2006 139 255.2006 - 24.5.2011 3,000
Mr. Fung Tao BErE 25.5.2006 139 255.2006-24.5.2011 3,000
Mr. Yau Fook Chuen EEREE 8.6.2004 1.37 8.6.2004 - 7.6.2014 400
25.5.2006 139 25.5.2006 - 24.5.2011 400
Mr. Wong Yik Chung, John  EER%E 8.6.2004 137 8.6.2004 - 7.6.2014 400
25.5.2006 139 25.5.2006 - 24.5.2011 400
Dr. Zheng Lansun i P 8.6.2004 1.37 8.6.2004 - 7.6.2014 400
25.5.2006 139 25.5.2006 - 24.5.2011 400
Sub-otal 1t 19,300
Category 2 - Employees  %5I2- 8.6.2004 137 8.6.2004 - 7.6.2014 13,000
under  BEEEAY
continuous €S 25.5.2006 139 25.5.2006 - 24.5.2011 6,800
employment
contract
Sub-total 1t 19,800
Category 3 - Other B3~
participants EftS8EAL
25.5.2006 139 25.5.2006 - 24.5.2011 4,000
Sub-otal 1t 4,000
Total st 43,100
Notes:
(a) Exercise date was 23 May 2007. At the date before the options were exercised,

the market value per share was HK$3.79.

G L TEEAR AT

TREEAN —FZLF+ - A=+ HRET
BHARTTE 2 BREFBERERFAZES -

Granted
during
the year
ERRi
('000)

wiiz -

(a)

Exercised
during
the year
ERfTfE
('000)
(Notes a)
(Wiita)

- (4,000
- (2,730)

- (1,360)

- (4,090)

- (800)

- (800)

- (8,890)

Balance

asat

31 December

Cancelled 2007
duing ~ W-EEtE
theyear TZA=1-A
ERis e
('000) ('000)

- 400
- 3,100
- 2,600
- 2,400
- 2,400
- 2,400
- 200
- 400
- 200
- 400
- 400
- 400

- 15,300
(2,000) 8,270
- 5,440
(2,000) 13,710
- 3,200
- 3,200

(2,000) 32,210

TEARA—SELFRA-T=0 - EERET
FRI—B - FRMEARITIET



As at 31 December 2007, the interests and short positions of the
persons, other than the Directors and chief executives of the Company,
in the shares and underlying shares of the Company, which were
notified to the Company pursuant to Division 2 and 3 of Part XV of the
SFO; or which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO, were as follows:

Name

28

Marietta Limited

Keywise Capital
Management (HK) Limited

Keywise Greater China
Opportunities Master Fund

Hang Seng Bank

International Limited

Cheah Cheng Hye
A

To Hau Yin
HITE

Cheah Capital Management
Limited

Cheah Company Limited

Value Partners Group
Limited

Value Partners Limited

Beneficial
owner

BEBEA
193,263,158
(Note a)
(Hizt a)

57,450,000

796,000

Investment
Manager

RELE

71,342,000

28,376,000

RZZEZLF+_A=+—H BREFRER
AT EIAIN 2 AERRA R B iy R AERI IR
- BEREEZ LB GRIIFEXVEEFE2 M3
DEEHMEARNT  AARBREBEESFLBE
GRPIEI36IRMEFE 2 B Mok 2 e

BRI

Number of shares held

PR R &

Interest of
corporation
controlled by
the substantial
shareholder
ABRER
FrEsn R
R

28,376,000
(Note b)
(Hfat b)

28,376,000
(Note b)
(Hfat b)

28,376,000
(Note b)
(Hfat b)

28,376,000
(Note ¢)
(Bt e)

% of the

issued

share capital

of the

Company

Other BT

interests Total BRTRKR

HitgEsR et rES

- 193,263,158 41.12%

- 71,342,000 15.18%

- 57,450,000 12.22%

28,376,000 28,376,000 6.03%
(Note d)
(Wi d)

- 29,172,000 6.20%

29,172,000 29,172,000 6.20%
(Note e)
(Hiite)

- 28,376,000 6.03%

- 28,376,000 6.03%

- 28,376,000 6.03%

- 28,376,000 6.03%

—TTLEER
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Notes:

(a) These shares were registered in the name of and beneficially owned by Marietta
Limited, the entire issued share capital of which was directly and beneficially
owned by Mr. Yang Yirong.

(b) These shares were registered in the name of and beneficially owned by Value
Partners Limited, approximately 35.65% of the issued share capital of which was
indirectly and beneficially owned by this shareholder.

(c) These shares were registered in the name of and beneficially owned by Value
Partners Limited, the entire issued share capital of which was directly and
beneficially owned by this shareholder.

(d) Trustee.

(e) Interest of a substantial shareholder’s spouse.

Other than as disclosed above, the Company has not been notified
by any persons, other than the Directors and chief executives of
the Company, who had interest or short positions in the shares or
underlying shares of the Company as at 31 December 2007.

No contracts concerning the management and administration of the
whole or any substantial part of the business of the Group were entered
into or existed during the year.

The aggregate sales attributable to the Group’s largest and the five
largest customers were 15% and 33% respectively. The aggregate
purchases attributable to the Group’s largest and the five largest
suppliers were 17% and 33% respectively.

None of the Directors, their associates or any shareholder of the
Company, which to the knowledge of the Directors, owned more than 5%
of the Company’s issued share capital, had any interest in the share
capital of the Group’s five largest customers and five largest suppliers
noted above.

TG L TEEAR AT

Kz -

(a) ZER D LAMarietta LimitedZ B & & » WHAZKA
AIEEAS © MMarietta Limited® #0517 A8
SR E A EEE SRS -

(b) 2 % % {5 LAvalue Partners Limited 2 & & & :2 -
WHZARIEZ#EA * #35.65% Value Partners
Limited B 1TIR AN BB REEE SIS -

(c) Z 5D LAValue Parnters Limited 2 2& &0 © I
M AR E5HEAS - MValue Partners Limited% &
BRTBRAERREEETSHES -

(d) HFTA ©

(e) AARE LR 2 #e s -

B EXRBEEI - ARRAEENE R _F
TLFE+-_A=1t—8 BREZFRARFITH
BEIASN - BEMALTRARRZ RGN SHAEH
B EESRE

FA - ARBAET LKA B ERS RAEER
EMREMEABOEB ZEERITBREL

AEBZBERBEFNAABEFPEMEESRED
B A15% K% 33% c AEE 7 ANHEEREMKAK
HERELRBEES A ALT%R33% ©

B RECHEBALIIBESMAEBEAR
AR BWITIRAE%IA L 2 AR BEIAR - B8
BAELAAREAARERP RAAHERARAT
Ef s -



Significant related party transactions entered into by the Group during
the year ended 31 December 2007, which do not constitute connected
transactions subject to reporting, announcement and independent
shareholders’ approval requirements under the Listing Rules, are set
out in Note 31 to the financial statements.

In the opinion of the Directors, save for disclosed above, the Group
did not enter into any connected transactions defined under the Listing
Rules during the year ended 31 December 2007.

In the opinion of the Directors, the Company has complied with most of
the Code on Corporate Governance Practices (“the CG Code”) contained
in Appendix 14 of the Listing Rules throughout the year ended 31
December 2007, save for the deviations from code provision A.2.1 of
the CG Code. Information on the deviations and further information
on the Company’s corporate governance practices is set out in the
“Corporate Governance Report” as set out on pages 22 to 30.

Based on the information that is publicly available to and within the
knowledge of the Directors, it is confirmed that there is sufficient public
float of more than 25% of the Company’s issued shares at the date of
the annual report.

The accompanying financial statements have been audited by
PricewaterhouseCoopers who retire and, being eligible, offer themselves
for re-appointment.

On behalf of the Directors
YANG YIRONG
Chairman & President

Hong Kong, 9 April 2008

AEERHEE_ZE+F+_A=+—HLHF
EREI - MR EWRAZ BIR - 2 KB
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PRICEWATERHOUSE(COPERS

PricewaterhouseCoopers
22nd Floor, Prince’s Building
Central, Hong Kong

TO THE SHAREHOLDERS OF
ECOGREEN FINE CHEMICALS GROUP LIMITED
(incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Ecogreen
Fine Chemicals Group Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 50 to 121, which comprise the
consolidated and company balance sheets as at 31 December 2007,
and the consolidated income statement, the consolidated statement
of changes in equity and the consolidated cash flow statement for the
year then ended, and a summary of significant accounting policies and
other explanatory notes.

The directors of the Company are responsible for the preparation
and the true and fair presentation of these consolidated financial
statements in accordance with Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. This responsibility includes: designing,
implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit and to report our opinion
solely to you, as a body, and for no other purpose. We do not assume
responsibility towards or accept liability to any person for the contents
of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance as to whether the financial statements are free from
material misstatement.
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An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the financial statements. The
procedures selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the
entity’s preparation and true and fair presentation of the financial
statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on
the effectiveness of the entity’s internal control. An audit also includes
evaluating the appropriateness of accounting policies used and the
reasonableness of accounting estimates made by the directors, as well
as evaluating the overall presentation of the financial statements.

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

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the company and the group as at
31 December 2007 and of the group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 9 April 2008
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As at 31st December 2007 RN=TZT+HF+_A=+—
(All amounts in RMB thousands unless otherwise stated)

ASSETS

Non-current assets
Property, plant and equipment
Land use rights
Intangible assets
Available-for-sale financial assets

Current assets
Inventories
Trade receivables
Prepayments and other receivables

Available-for-sale financial assets
Pledged bank deposits
Cash and cash equivalents

Total assets

EQUITY
Capital and reserves attributable
to the Company’s equity holders
Share capital
Other reserves
Retained earnings
— Proposed final dividend
— Others

Minority interest in equity

Total equity

H
(FRABIEAEIN - MAEFTBRAUTTARETIE)

Note
B aE
BE
FIRBEE
W - BEREE 6
b R 7
EmREE 8
AHHESREE 9
REEE
T8 11
FEU A SRR 12
AN
o th pE R IR 13
AP ESRMEE 9
EARITER
ReRERRELIER 14
EEHE
R
AATEREEA
EERAR F#E
N 15
E A 16
RE AT
— R RHEAIR S 28
—HAth
DY RER
e

TG L TEEAR AT

2007
—gLE

336,839
8,741
40,347
400

386,327
45,489
165,653
46,216

32,158
275,226

564,742

951,069

49,653
240,651

14,760
357,171

662,235
1,572

663,807

2006
—EERF

216,012
8,851
29,261
400

254,524
38,932
114,904
25,819
100
47,626
312,990

540,371

794,895

48,778
209,970

10,493
263,595

532,836
224

533,060
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mMAEEEBER
As at 31st December 2007 =TT +HF+_A=+—
(All amounts in RMB thousands unless otherwise stated)

LIABILITIES
Non-current liabilities
Borrowings

Current liabilities
Borrowings
Trade payables and bills payable
Accruals and other payables

Deferred income on government grants
Derivative financial instruments
Amount due to directors

Amount due to a related company
Current income tax liabilities

Total liabilities

Total liabilities and equity
Net current assets

Total assets less current liabilities

YANG YIRONG
BEE
Chairman

FrE

H
(BrHBIEAEIN - MAEFBHATTARETIE)

Note
B &E

af
FRBEE

BE 17

REEE

BE 17
BN R FIRF L ENEE 18
EETBERAR

o Ath FE A 308 19
BT 2R E A
PTESRITE 20
ENEEFIA 31
JESH RE & A RIFUR 31
BIEAFTS T B E

BERE

BEREREE
RBEERE

REERRBRE

LU JIAHUA
ExRE
Executive director

HITEE

2007
—gLE

58,121
98,272
54,890
34,704

37,837
1,467

1,971

229,141

287,262

951,069

335,601

721,928

2006
—EERF

11,698

123,138

91,808

28,231
19

141
3,880
2,920

250,137

261,835

794,895

290,234

544,758

—TTLEER
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As at 31st December 2007 R=—ZEZT+F+—-A=+
(All amounts in RMB thousands unless otherwise stated)

Non-current assets
Investments in and amounts
due from subsidiaries

Current assets
Prepayments
Cash and cash equivalents
Dividend receivable

Total assets

EQUITY
Capital and reserves
Share capital
Other reserves
Retained earnings
— Proposed final dividend
— Others

Total equity
LIABILITIES

Current liabilities
Accruals and other payables

TOTAL EQUITY AND LIABILITIES
Net current assets

Total assets less current liabilities

YANG YIRONG
BHE
Chairman

EY

H
(BRABIEAEIN - MEFBAUT TARESIE)

Note
BfaE

HRBEE
KRB AR ZIRE R
= PNCIE S 10

REBEE

TR IR 13
RehERRESIER 14
FEU AR B

BEEHRE

g
B R
[N 15
H 16
RE AT
— R RHARR S 28
—HAth

EEAHE
8

RBAE
FERHE A K B A 5RIR 19

EakEEAE
TRBEERR
EERERABAE

LU JIAHUA
EXRE
Executive director

HITEF

TG L TEEAR AT

2007

—gBLE

334,849

100
364
38,000

38,464

373,313

49,653
286,698

14,760
20,089

371,200

2,113

373,313

36,351

371,200

2006

—==/\

322,846

247
828
18,000

19,075

341,921

48,778
274,577

10,493
6,554

340,402

1,519

341,921

17,556

340,402
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— By function of expenses —?E%?Fﬁ%ﬁﬁ’ﬁ?éﬁ
For the year ended 31st December 2007 #HZ%E

TERLFF A=+

(All amounts in RMB thousands unless otherwise stated) (2815 Eﬂ%?l\ ' Fﬁﬁ REE AT T ARKSIE)

Turnover

Cost of goods sold

Gross profit

Other gains — net

Selling and marketing costs

Administrative expenses

Operating profit

Finance costs

Profit before income tax

Income tax expense

Profit for the year

Attributable to:

Equity holders of the Company
Minority interest

Earnings per share for profit
attributable to the equity holders
of the Company during the year
(expressed in RMB per share)

— Basic
— Diluted

Dividends

Note
B 5T

B 5
BEEERKAE 22
EF
Hap e — 558 21
HE R TISHERA 22
THER 22
H i |
BB KA 24
& FT1S BBl 3 A
Frefif sz 25
F N F)
FEAG
ARaERFEA 26
DEN RS
FARREERFAA

G a A 2 &k &F
(BRRAARETIR)

— &K 27
— s 27
%8 28

2007
—gLE

612,159

(402,742)

209,417

4,239

(24,816)

(44,437)

144,403

(6,355)

138,048

(7,514)

130,534

130,465

69

130,534

28.0 Centsll
26.8 Centsflli

19,339

2006
—EERF

532,975

(362,975)

170,000

4,952

(22,123)

(41,767)

111,062

(6,645)

104,417

(8,982)

95,435

95,440

(5)

95,435

20.7 Centsfll
20.6 Centsll

14,226

—TTLEER
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For the year ended 31st December 2007 #ZE
(All amounts in RMB thousands unless otherwise stated) (&

Balance at 1 January 2007

Profit for the year
Currency translation differences

Total recognised income for 2007

Employees share option scheme:
- Value of share options granted
- Cancellation of share options
- Exercise of share options
Change in minority
interest in equity:
- Capital injection
- Equity acquired by the Group
from minority interest
Issue of shares
Dividend relating to 2006
Dividend relating to 2007
Transfer

Balance at 31 December 2007

R-EBtF-A—-H
&R

FRER
ERAEER

:gftiﬂ
BRI 2%

BB EMRIETE -

- RiERE EE

— i SH R AR

—T{E R
DERE

w2 %

—INEXK

~AEERLHBER

W 2 e as

BIIRG
BB-ZT E7RE
BE-_TZLE7RE
L8

R-EEtH

TZA=t-HZ&RK

T A=t

Share
capital

A

48,778

875

49,653

TG L TEEAR AT

A= FE
SHE H%@I\ PRIEFEREATTARESIE)

Attributable to equity holders

of the Company
ANREREEAER

Other Retained

reserves earnings
Hittf#E  RERA
209,970 274,088
- 130,465

(21) -

(21) 130,465

1,920 =
(348) 348
(641) 641

11,190
- (10,493)
- (4,537)
18,581 (18,581)
30,702 (32,622)
240,651 371,931

Total
@it

532,836

130,465

(21)

130,444

1,920

12,065
(10,493)
(4,537)

(1,045)

662,235

Minority
interest

PERR
i

224

69

69

1,500

(221)

1,279

1,572

Total
equity
BRER

533,060
130,534
(21)

130,513

1,920

1,500
(221)
12,065

(10,493)
(4,537)

234

663,807



ReEnEER

For the year ended 31st December 2007 ﬁ§:§§t¢+ ﬂ + IEFE
(All amounts in RMB thousands unless otherwise stated) (F& ﬂ%?l\ FTB B AT T ARKESIE)

Attributable to equity holders

of the Company
ANEERBAEAERL
Minority
Share Other Retained interest Total
capital  reserves  earnings Total AEERR equity

KA RftfEe  RERA EH) B Y i

Balance at 1 January 2006 R-ZZEZXF-HA—H
k=305 48,778 209,747 186,260 444,785 229 445,014
Profit for the year FERGEH = = 95,440 95,440 (5) 95,435
Currency translation differences EEHBEER = 17 = 17 = 17
Total recognised income for 2006 ~ —ZEE X FEHEARALE = 17 95,440 95,457 (5) 95,452
Employees share option scheme: EERERIETE
- Value of share options granted -RiEREEE = 2,047 = 2,047 = 2,047
- Cancellation of share options —FESHRE AR = (1,841) 1,841 = = =
Dividend relating to 2005 EE-_ZTREZRE - - (5,720) (5,720) - (5,720)
Dividend relating to 2006 BE-_SSEZRE - - (3,733) (3,733) = (3,733)
- 206 (7,612) (7,406) - (7,406)
Balance at 31 December 2006 R-ZEXF
+-A=t+-B2&% 48,778 209,970 274,088 532,836 224 533,060

—TTLEER
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For the year ended 31st December 2007 #ZE
(All amounts in RMB thousands unless otherwise stated)

Cash flows from operating activities
Cash generated from operations
Interest received

Interest paid

Income tax paid

Net cash generated from operating
activities

Cash flows from investing activities
Acquisition of land use rights
Acquisition of property, plant and
equipment
Increase in intangible assets
Increase in available-for-sale financial
assets
Decrease in bank deposits
with original maturity over
three months
Proceeds from sales of property,
plant and equipment
Proceeds from sales of available-for-sale
financial assets
Capital injection from a minority interest
Equity acquired by the Group from
minority interest

Net cash used in investing activities

Cash flows from financing activities

Proceeds from issue of shares

Proceeds from borrowings

Repayment of borrowings

Increase/(decrease) in amounts due
to directors

Unfront proceeds from derivative
financial instrument

Increase in pledged bank deposits

Dividends paid to the Company’s
equity holders

Net cash generated from/(used in)
financing activities

Net (decrease)/increase in cash
and cash equivalents

Cash and cash equivalents at
beginning of the year

Exchange (losses)/gains on cash and
cash equivalents

Cash and cash equivalents at
end of the year

—ERLEL-ASL—AILER
(BB TAES - BB T ARAI)

I%IM %ﬁiﬁaﬁlllbs
REXBMSRE
B WCHLE
BEAFE

B FEH

REEBPTSREIFER

REZDRLAE
g 1+ s i A
WEME - BB M&RE

B EER
AL ESREEE M

REINHEBR=MAZ
IRITEFOR D

ﬁ¢%¥ R 5= &

R PT1S 5RIR
ﬁETﬁﬁE BMEE
1SR R
LEBERIEAB AR
REE R DB RTE
i £

REESFIRBE ST
ﬂﬁ%@jiﬂﬁlllbg

BT PSR
fgﬁ SRR
BEEE

P ERFORIE M,
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(100)
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EcoGreen Fine Chemicals Group Limited (“the Company”) and its
subsidiaries (together “the Group”) are principally engaged in the
production and trading of fine chemicals from natural resources
for use in aroma chemicals and pharmaceutical products.

The Company was incorporated in the Cayman Islands on 3
March 2003 as an exempted company with limited liability under
the Companies Law of the Cayman Islands. The address of its
registered office is Century Yard, Cricket Square, Hutchins Drive,
P.0. Box 2681 GT, George Town, Grand Cayman, Cayman Islands,
British West Indies.

The Company is listed on the Main Board of the Stock Exchange
of Hong Kong Limited (“the Stock Exchange”).

These consolidated financial statements are presented in
thousands of units of Chinese Renminbi (RMB’000), unless
otherwise stated. These consolidated financial statements have
been approved for issue by the Board of Directors on 9 April
2008.

The principal accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years
presented, unless otherwise stated.

The consolidated financial statements of the Company
have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”). They have
been prepared under the historical cost convention, as
modified by the revaluation of available-for-sale financial
assets, financial assets and financial liabilities (including
derivative financial instruments) at fair value through
profit or loss, which are carried at fair value.

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical accounting
estimates. It also requires management to exercise
its judgement in the process of applying the Group’s
accounting policies. The areas involving a higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the consolidated financial
statements, are disclosed in Note 4.
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Standards, amendments and interpretations effective in
2007

HKFRS 7, ’Financial instruments: Disclosures’, and the
complementary amendment to HKAS 1, 'Presentation of
financial statements — Capital disclosures’, introduces
new disclosures relating to financial instruments and
does not have any impact on the classification and
valuation of the Group’s financial instruments, or the
disclosures relating to taxation and trade and other
payables.

HK(IFRIC) — Int 8, 'Scope of HKFRS 2’, requires
consideration of transactions involving the issuance of
equity instruments, where the identifiable consideration
received is less than the fair value of the equity
instruments issued in order to establish whether or not
they fall within the scope of HKFRS 2. This standard does
not have any impact on the Group’s financial statements.

HK(IFRIC) — Int 10, ’Interim financial reporting and
impairment’, prohibits the impairment losses recognised
in an interim period on goodwill and investments in
equity instruments and in financial assets carried at
cost to be reversed at a subsequent balance sheet date.
This standard does not have any impact on the Group’s
financial statements.

Standards, amendments and interpretations effective in
2007 but not relevant to the Group’s operations

The following standards, amendments and interpretations
to published standards are mandatory for accounting
periods beginning on or after 1 January 2007 but they are
not relevant to the Group’s operations:

- HK(IFRIC) — Int 7, "Applying the restatement

approach under HKAS 29, Financial reporting in
hyper-inflationary economies’; and

- HK(IFRIC) — Int 9, 'Re-assessment of embedded
derivatives’.
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Standards, amendments and interpretations to existing
standards that are not yet effective and have not been
early adopted by the Group

The following standards, amendments and interpretations
to existing standards have been published and are
mandatory for the Group’s accounting periods beginning
on or after 1 January 2008 or later periods, but the Group
has not early adopted them:

- HKAS 1 (Revised), “Presentation of Financial
Statements” (effective from 1 January 2009),
HKAS 1 (Revised) requires all owner changes in
equity to be presented in a statement of changes
in equity. All comprehensive income is presented
in one statement of comprehensive income or in
two statements (a separate income statement and
a statement of comprehensive income). It requires
presenting a statement of financial position as at
the beginning of the earliest comparative period in
a complete set of financial statements when there
are retrospective adjustments or reclassification
adjustments. However, it does not change the
recognition, measurement or disclosure of specific
transactions and other events required by other
HKFRSs. The Group will apply HKAS 1 (Revised) from
1 January 2009.

- HKAS 23 (Amendment), 'Borrowing costs’ (effective
from 1 January 2009). The amendment requires
an entity to capitalise borrowing costs directly
attributable to the acquisition, construction or
production of a qualifying asset (one that takes a
substantial period of time to get ready for use or
sale) as part of the cost of that asset. The option of
immediately expensing those borrowing costs will be
removed. The Group will apply HKAS 23 (Amended)
from 1 January 2009 but is currently not applicable
to the Group as there are no qualifying assets.
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Standards, amendments and interpretations to existing
standards that are not yet effective and have not been
early adopted by the Group (continued)

- HKFRS 8, 'Operating segments ' (effective from 1
January 2009). HKFRS 8 replaces HKAS 14 and
aligns segment reporting with the requirements
of the US standard SFAS 131, ‘Disclosures about
segments of an enterprise and related information’.
The new standard requires a 'management
approach’, under which segment information is
presented on the same basis as that used for
internal reporting purposes. The Group will apply
HKFRS 8 from 1 January 2009. The expected impact
is still being assessed in detail by management, but
it is not expected to have any material impact on the
Group’s financial statements.

- HK(IFRIC) — Int 11, HKFRS 2 — Group and treasury
share transactions’ (effective from 1 March
2007) provides guidance on whether share-based
transactions involving treasury shares or involving
Group entities (for example, options over a parent’s
shares) should be accounted for as equity-settled
or cash-settled share-based payment transactions
in the stand-alone financial statements of the
parent and Group companies. The Group will apply
HK(IFRIC) — Int 11 from 1 January 2008, but it is not
expected to have an impact on the Group’s financial
statements.

—  HK(IFRIC) — Int 14, "HKAS 19 — The limit on a defined
benefit asset, minimum funding requirements and
their interaction’ (effective from 1 January 2008).
HK(IFRIC) — Int 14 provides guidance on assessing
the limit in HKAS 19 on the amount of the surplus
that can be recognised as an asset. It also explains
how the pension asset or liability may be affected
by a statutory or contractual minimum funding
requirement. The Group will apply HK(IFRIC) — Int 14
from 1 January 2008, but it is not expected to have
any impact on the Group’s financial statements.
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Standards, amendments and interpretations to existing
standards that are not yet effective and have not been
early adopted by the Group (continued)

- HKAS 32 and HKAS 1 Amendments “Puttable
Financial Instruments and Obligations Arising
on Liquidation” (effective from 1 January 2009).
The amendment requires some puttable financial
instruments and some financial instruments that
impose on the entity an obligation to deliver to
another party a pro rata share of the net assets
of the entity only on liquidation to be classified as
equity. The Group will apply HKAS 32 and HKAS
1 Amendments from 1 January 2009, but it is not
expected to have any impact on the Group’s financial
statements.

- HKAS 27 (Revised) “Consolidated and Separate
Financial Statements” (effective from annual
period beginning on or after 1 July 2009). The
amendment requires non-controlling interests
(i.e. minority interests) to be presented in the
consolidated statement of financial position within
equity, separately from the equity of the owners of
the parent. Total comprehensive income must be
attributed to the owners of the parent and to the
non-controlling interests even if this results in the
non-controlling interests having a deficit balance.
Changes in a parent’s ownership interest in a
subsidiary that do not result in the loss of control
are accounted for within equity. When control of
a subsidiary is lost, the assets and liabilities and
related equity components of the former subsidiary
are derecognised. Any gain or loss is recognised in
profit or loss. Any investment retained in the former
subsidiary is measured at its fair value at the date
when control is lost. The Group will apply HKAS 27
(Revised) from 1 January 2010.
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Standards, amendments and interpretations to existing
standards that are not yet effective and have not been
early adopted by the Group (continued)

- HKFRS 3 (Revised) “Business Combination”
(effective for business combinations with acquisition
date on or after the beginning of the first annual
reporting period beginning on or after 1 July 2009).
The amendment may bring more transactions into
acquisition accounting as combinations by contract
alone and combinations of mutual entities are
brought into the scope of the standard and the
definition of a business has been amended slightly.
It now states that the elements are ‘capable of
being conducted’ rather than ‘are conducted and
managed’. It requires considerations (including
contingent consideration), each identifiable asset
and liability to be measured at its acquisition-date
fair value, except leases and insurance contracts,
reacquired right, indemnification assets as well as
some assets and liabilities required to be measured
in accordance with other HKFRSs. They are income
taxes, employee benefits, share-based payment and
non current assets held for sale and discontinued
operations. Any non-controlling interest in an
acquiree is measured either at fair value or at the
non-controlling interest’s proportionate share of the
acquiree’s net identifiable assets. The Group will
apply HKFRS 3 (Revised) from 1 January 2010.

- HKFRS 2 Amendment “Share-based Payment
Vesting Conditions and Cancellations” (effective
from 1 January 2009). The amendment clarifies
the definition of “vesting conditions” and specifies
the accounting treatment of “cancellations” by the
counterparty to a share-based payment arrangement.
Vesting conditions are service conditions (which
require a counterparty to complete a specified
period of service) and performance conditions (which
require a specified period of service and specified
performance targets to be met) only. All “non-
vesting conditions” and vesting conditions that are
market conditions shall be taken into account when
estimating the fair value of the equity instruments
granted. All cancellations are accounted for as an
acceleration of vesting and the amount that would
otherwise have been recognised over the remainder
of the vesting period is recognised immediately. The
Group will apply HKFRS 2 Amendment from 1 January
2009, but it is not expected to have any impact on
the Group’s financial statements.

TG L TEEAR AT

17K 4 3% A 81 7K 55 ] £ 38 47 5 1)
HEBER a2 FE(E)

o
Pl

L >0m
&

HE
S
o)
Sx Off
w
@

%

A

BB A~

SINg
558
=]

&

H

| = ok
o ik B% M (e

—p =
TRRR |
o
twadiirmalii]

Eid

5

o)

S
m %

np
e
| -

=2

- FirE
sm
P

~
(
7

SR 2 e T e
S S BB B\

29 i S
=
ik >
SR St

P

53
]
W
pa[ll’
\_‘

)rﬁ b=11
>
o=
T

I 8 2/ 214 N
K Bt

W2 S o) o) = # m
S T} & S 3

N
VI

=

W

I R
S
I i
B

- b R 2 @

W 25 e | 21 e 2 T i 3 N Y 1 s 2
Mt
g
==
e
=
e
2

5
fEOD>
o 2F

K - EE 538 3 35 IO o Y
IS S EDKOHE T S5 <30 0 W 32 Tk S5 s

=18

S

&

3

=g

R jin it
Rz
<O D A
@ H a3

53
Bt 55 =
—
SR~
0

=

ABEBHY R
RIEREEER
1% o AR AHIEIES
BN P E I
Lt 151 FE {5 7 BB A AT 35 7
EFENMETE - A%
Behg—_ET—ZZF—A—
B RN E BB SRS %
BI3({EE]) °

=
(U 3
e

ot

=N g
S

e

>

B+ DA
2k,
S
X
B
N
ﬁ)%‘_yg
9
of
g
o 20
IEF NS
Xt

A
]:HH’;\I g
N
53
pall}

e —
B
[
il
—

| 2027 Yo 5
SO Y | B HE I o 2

S
dt
%
mr
il
=
S
&
=

16 15 DA K2 78 52 R 36 76 AR 15
R EIEERRIEEN
RIBGEMH - [HEH BRI
TEMAFER BT AR
BB FEREB G KRR
B - FrTEEEY AR
EREEBERE MK
AP T 57 B B R
RABNRIER o &
—EZNF—A
RNEBHIBEHRE?
BRIA - HIEHT
EEIRE BEMFE -

| A8y
m 1D B8 5 50
IN)

B,
51

&I K> BB

i

m

ils)3
e
+t



ire PR R R AT &

(All amounts in RMB thousands unless otherwise stated) (S EIEAESIN - FTAZEHUTITARESE)

Interpretations to existing standards that are not yet
effective and not relevant for the Group’s operations

The following interpretations to existing standards have
been published and are mandatory for the Group’s
accounting periods beginning on or after 1 January 2008
or later periods but are not relevant for the Group’s
operations:

- HK(IFRIC) — Int 12, 'Service concession
arrangements’ (effective from 1 January 2008).
HK(IFRIC) — Int 12 applies to contractual
arrangements whereby a private sector operator
participates in the development, financing, operation
and maintenance of infrastructure for public sector
services. HK(IFRIC) — Int 12 is not relevant to the
Group’s operations because none of the Group’s
companies provide for public sector services.

- HK(IFRIC) — Int 13, 'Customer loyalty programmes’
(effective from 1 July 2008). HK(IFRIC) — Int 13
clarifies that where goods or services are sold
together with a customer loyalty incentive (for
example, loyalty points or free products), the
arrangement is a multiple-element arrangement
and the consideration receivable from the customer
is allocated between the components of the
arrangement using fair values. HK(IFRIC) — Int 13
is not relevant to the Group’s operations because
none of the Group’s companies operate any loyalty
programmes.

17K 4 3% A H1 7K 5% [B] 28 47 B )
HEFER a2 FE

AT RERMYEEREANR
B AEEVARE_TTN\F—
A—Bgz&RiamM &t M=%
R HIERA  BEAKENE
BERR:

— BF (AR BEREREZ
E®) -REB12[ RIEFHF
EOLE (BT NE—
A—B#EER) - B (EE
MERERBZES) -2
BLREARBLAZEY
SENERBEENER -
BE - BEMEBSHELOE
ZH - BA(EBRF RS
“REZEE®) -#E128EK
ESENZERER  AAAE
BETITEQAREAER
7}7&7{0

- BAE(ERMEREREZ
5g) -2B1B[EREHE
AEI(BZTEENFLA—
BEAEM) - &E (BERMB

TREZE®) -2E13
BB T BREEMBIRG =R
B —IER P A HE R &
(P10 8B E 7 B dn )
L REERHBEREE
HEMAZH  BEEFH
REZMNBRAFEESZ EH
EHAaTHRMOTOHE - F
B(ERMHEREREZE
g) -REI3EASENE
EER ARAKEETIL
BRAAEETATEPEHE
A&l -

—TTLEER



iR e BRI =

(All amounts in RMB thousands unless otherwise stated) (S EIERESIN - FTAZEHUTITARESE)

The consolidated financial statements include the
financial statements of the Company and all its
subsidiaries made up to 31 December.

(a) Subsidiaries

Subsidiaries are entities (including special purpose
entities) over which the Group has the power
to govern the financial and operating policies
generally accompanying a shareholding of more
than one half of the voting rights. The existence
and effect of potential voting rights that are
currently exercisable or convertible are considered
when assessing whether the Group controls
another entity.

Subsidiaries are fully consolidated from the date
on which control is transferred to the Group. They
are de-consolidated from the date that control
ceases.

The purchase method of accounting is used to
account for the acquisition of subsidiaries by the
Group. The cost of an acquisition is measured
as the fair value of the assets given, equity
instruments issued and liabilities incurred or
assumed at the date of exchange, plus costs
directly attributable to the acquisition. Identifiable
assets acquired and liabilities and contingent
liabilities assumed in a business combination
are measured initially at their fair values at the
acquisition date, irrespective of the extent of
any minority interest. The excess of the cost of
acquisition over the fair value of the Group’s share
of the identifiable net assets acquired is recorded
as goodwill. If the cost of acquisition is less than
the fair value of the net assets of the subsidiary
acquired, the difference is recognised directly in
the income statement (see Note 2.6).

Inter-company transactions, balances and
unrealised gains on transactions between group
companies are eliminated. Unrealised losses
are also eliminated unless the transaction
provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure
consistency with the policies adopted by the
Group.

In the Company’s balance sheet the investments
in subsidiaries are stated at cost less provision
for impairment losses. The results of subsidiaries
are accounted for by the Company on the basis of
dividends received and receivable.
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(b) Transactions with minority interest in connection
with equity interests in subsidiaries
The Group applies a policy of treating transactions
with minority interest as transactions with parties
external to the Group. Disposals to minority
interest result in gains and losses for the Group
that are recorded in the consolidated income
statement. Purchases from minority interest
results in goodwill, being the difference between
any consideration paid and the relevant share
acquired of the carrying value of net assets of the
subsidiary.

A business segment is a group of assets and operations
engaged in providing products or services that are
subject to risks and returns that are different from those
of other business segments. A geographical segment
is engaged in providing products or services within a
particular economic environment that are subject to risks
and returns that are different from those of segments
operating in other economic environments.

(a) Functional and presentation currency

Iltems included in the financial statements of each
of the Group’s entities are measured using the
currency of the primary economic environment
in which the entity operates (“the functional
currency”). The consolidated financial statements
are presented in Chinese Renminbi, which is the
Company’s functional and presentation currency.

(b) Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from
the translation at year-end exchange rates of
monetary assets and liabilities denominated in
foreign currencies are recognised in the income
statement.
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(b)

(c)

Transactions and balances (continued)

Changes in the fair value of monetary securities
denominated in a foreign currency classified as
available-for-sale are analysed between translation
differences resulting from changes in the
amortised cost of the security, and other changes
in the carrying amount of the security. Translation
differences related to changes in the amortised
cost are recognised in profit or loss, and other
changes in carrying amount are recognised in
equity.

Translation differences on non-monetary financial
assets and liabilities are reported as part of the
fair value gain or loss. Translation difference on
non-monetary financial assets and liabilities such
as equities held at fair value through profit or
loss are recognised in profit or loss as part of the
fair value gain or loss. Translation differences on
non-monetary financial assets such as equities
classified as available-for-sale are included in the
fair value reserve in equity.

Group companies

The results and financial position of all the group
entities (none of which has the currency of a
hyperinflationary economy) that have a functional
currency different from the presentation currency
are translated into the presentation currency as
follows:

(i) assets and liabilities for each balance
sheet presented are translated at the
closing rate at the date of that balance
sheet;

(i) income and expenses for each income
statement are translated at average
exchange rates (unless this average is
not a reasonable approximation of the
cumulative effect of the rates prevailing
on the transaction dates, in which case
income and expenses are translated at the
dates of the transactions); and

(iii) all resulting exchange differences are

recognised as a separate component of
equity.
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(c)

(a)

(b)

Group companies (continued)

On consolidation, exchange differences arising
from the translation of the net investment in
foreign operations, and of borrowings and other
currency instruments designated as hedges of
such investments, are taken to shareholders’
equity. When a foreign operation is sold, exchange
differences that were recorded in equity are
recognised in the income statement as part of the
gain or loss on sale.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated
at the closing rate.

Construction-in-progress

Construction-in-progress, representing buildings on
which construction work has not been completed
and machinery pending installation, is stated
at historical cost, which includes construction
expenditures incurred, cost of machinery, and other
direct costs capitalised during the construction
and installation period, less accumulated
impairment losses, if any. No depreciation is
provided in respect of construction-in-progress
until the construction and installation work is
completed. On completion, the construction-in-
progress is transferred to appropriate categories
of property, plant and equipment.

Other property, plant and equipment

Other property, plant and equipment is stated
at historical cost less accumulated depreciation
and impairment losses. Historical cost includes
expenditure that is directly attributable to the
acquisition of the items. Cost may also include
transfers from equity of any gains/losses on
qualifying cash flow hedges of foreign currency
purchases of property, plant and equipment.
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(b)

Other property, plant and equipment (continued)

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with the
item will flow to the Group and the cost of the
item can be measured reliably. All other repairs
and maintenance are expensed in the income
statement during the financial period in which they
are incurred.

Depreciation of other property, plant and
equipment is calculated using the straight-line
method to allocate cost or revalued amounts less
their residual values over their estimated useful
lives, as follows:

Buildings

Plant and machinery
Leasehold improvements
Office furniture and equipment
Motor vehicles

30 to 40 years
5 to 15 years
5 to 10 years
5 to 10 years
5 to 10 years

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at each
balance sheet date.

An asset’s carrying amount is written down
immediately to its recoverable amount if the
asset’s carrying amount is greater than its
estimated recoverable amount.

Gains and losses on disposals are determined by
comparing proceeds with carrying amount and are
recognised within other (losses)/gains — net in the
income statement.

GBI TEEAR AR

(b)

A x - BERR
(%)
(IR A AR 2 HRE
B an A Al RE RN AR A
KEER] Sebat E hIR B X
AZBERT » BHEKRAT
SR ABEREESRER
RBIEE(NER) © P
BEMEERRENEE
IR R AR s R 51 32
85 °

HpE - BE M&EA
BROARTEITE - Wi
FAIERF D R AL
EfBEERE  AFrH
ERFMIT

¥ 30E 404
R 5= K 128 5% 154
HEWMHEERE 5F104F

I NE TN
By 5% 104
RE 5F104F

REZFEBRS AR
(@R ) EEZHRERA
ERFEH -

MEEREEBBEM
ArAKREEE  MEEZ
R TE B % B AR Rk 22 L AT LK
Bl & 58 -

HE B BR L BHAFHRIA
HIREEMEE - £8a
iR EE A (BIR) IR

% FERER -



iR e PR R R AT 5

(All amounts in RMB thousands unless otherwise stated) (KRB IEAESIN - FTAZEHUTITARESE)

@)

(b)

Goodwill

Goodwill represents the excess of the cost of
an acquisition over the fair value of the Group’s
share of the net identifiable assets of the acquired
subsidiary at the date of acquisition. Goodwill
on acquisitions of subsidiaries is included in
intangible assets. Goodwill is tested annually for
impairment and carried at cost less accumulated
impairment losses. Impairment losses on goodwill
are not reversed. Gains and losses on disposal of
an entity include the goodwill relating to the entity
sold.

Goodwill is allocated to cash-generating units for
the purpose of impairment testing. The allocation
is made to those cash-generating units or groups
of cash-generating units that are expected to
benefit from the business combination in which
the goodwill arose.

Research and development

Research expenditure is recognised as an expense
as incurred. Costs incurred on development
projects (relating to the design and testing of new
or improved products) are recognised as intangible
assets when the following criteria are fulfilled:

(i) it is technically feasible to complete the
intangible asset so that it will be available
for use or sale;

(i) management intends to complete the
intangible asset and use or sell it;

(iii) there is an ability to use or sell the
intangible asset;

(iv) it can be demonstrated how the intangible
asset will generate probable future
economic benefits;

(v) adequate technical, financial and other
resources to complete the development
and to use or sell the intangible asset are
available; and

(vi) the expenditure attributable to the
intangible asset during its development can
be reliably measured.
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(b)

(c)

Research and development costs (continued)

Other development expenditures that do not meet
these criteria are recognised as an expense as
incurred. Development costs previously recognised
as an expense are not recognised as an asset in a
subsequent period.

Caplitalised development costs are recorded as
intangible assets and amortised from the point at
which the asset is ready for use on a straight-line
basis over a period of five years.

Development assets are tested for impairment
annually, in accordance with HKAS 36.

Patents and technical know-how

Expenditure on acquired patents and technical
know-how is capitalised and amortised using the
straight-line method over its estimated useful life
of 5 to 10 years, from the date when the patents
and technical know-how is available for use.
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Assets that have an indefinite useful life or have not yet
available for use are not subject to amortisation and are
tested annually for impairment. Assets are reviewed for
impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable.
An impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets
are grouped at the lowest levels for which there are
separately identifiable cash flows (cash-generating units).
Non-financial assets other than goodwill that suffered
an impairment are reviewed for possible reversal of the
impairment at each reporting date.

The Group classifies its financial assets in the following
categories: loans and receivables and available-for-sale.
The classification depends on the purpose for which the
financial assets were acquired. Management determines
the classification of its financial assets at initial
recognition and re-evaluates this designation at every
reporting date.

(a) Loans and receivables
Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. They are
included in current assets, except for maturities
greater than 12 months after the balance sheet
date. These are classified as non-current assets.
Loans and receivables are classified as trade and
other receivables in the balance sheet (Note 2.11).

(b) Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in this
category or not classified in any of the other
categories. They are included in non-current assets
unless management intends to dispose of the
investment within 12 months of the balance sheet
date.
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N[

Regular purchases and sales of investments are
recognised on the trade-date — the date on which the
Group commits to purchase or sell the asset. Investments
are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried at fair
value through profit or loss are initially recognised at fair
value, and transaction costs are expensed in the income
statement. Financial assets are derecognised when
the rights to receive cash flows from the investments
have expired or have been transferred and the Group
has transferred substantially all risks and rewards
of ownership. Available for-sale financial assets are
subsequently carried at fair value. Loans and receivables
are carried at amortised cost using the effective interest
method.

Gains or losses arising from changes in the fair value
of the ‘financial assets at fair value through profit or
loss’ category are presented in the income statement
within ‘other (losses)/gains — net’, in the period in which
they arise. Dividend income from financial assets at fair
value through profit or loss is recognised in the income
statement as part of other income when the Group’s right
to receive payments is established.

Changes in the fair value of monetary securities
denominated in a foreign currency and classified as
available-for-sale are analysed between translation
differences resulting from changes in amortised cost of
the security and other changes in the carrying amount of
the security. The translation differences are recognised
in profit or loss, and other changes in carrying amount
are recognised in equity. Changes in the fair value of
monetary securities classified as available-for-sale and
non-monetary securities classified as available-for-sale
are recognised in equity.

When securities classified as available-for-sale are sold
or impaired, the accumulated fair value adjustments
recognised in equity are included in the income statement
as 'gains and losses from investment securities’.
Interest on available-for-sale securities calculated
using the effective interest method is recognised in the
income statement. Dividends on available-for-sale equity
instruments are recognised in the income statement
when the Group’s right to receive payment is established.
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The fair values of quoted investments are based on
current bid prices. If the market for a financial asset is not
active (and for unlisted securities), the Group establishes
fair value by using valuation techniques. These include
the use of recent arm’s length transactions, reference
to other instruments that are substantially the same,
discounted cash flow analysis, and option pricing models,
making maximum use of market inputs and relying as
little as possible on entity specific inputs.

The Group assesses at each balance sheet date whether
there is objective evidence that a financial asset or
a group of financial assets is impaired. In the case
of equity securities classified as available for sale, a
significant or prolonged decline in the fair value of the
security below its cost is considered an indicator that
the security is impaired. If any such evidence exists for
available-for-sale financial assets, the cumulative loss —
measured as the difference between the acquisition cost
and the current fair value, less any impairment loss on
that financial asset previously recognised in the income
statement — is removed from equity and recognised in the
income statement. Impairment losses recognised in the
income statement on equity instruments are not reversed
through the income statement. Impairment testing of
trade receivables is described in Note 2.11.

Derivatives are initially recognised at fair value on
the date a derivative contract is entered into and are
subsequently remeasured at their fair value. Changes
in the fair value of these derivative instruments are
recognised immediately in the income statement within
“other gains/(losses) — net”.

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work in
progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs.
Net realisable value is the estimated selling price in the
ordinary course of business, less applicable variable
selling expenses.
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Trade and other receivables are recognised initially at
fair value and subsequently measured at amortised
cost using the effective interest method, less provision
for impairment. A provision for impairment of trade
and other receivables is established when there is
objective evidence that the Group will not be able to
collect all amounts due according to the original terms
of the receivables. Significant financial difficulties of the
debtor, probability that the debtor will enter bankruptcy
or financial reorganisation, and default or delinquency
in payments are considered indicators that the trade
receivable is impaired. The amount of the provision is the
difference between the asset’s carrying amount and the
present value of estimated future cash flows, discounted
at the effective interest rate. The carrying amount of
the assets is reduced through the use of an allowance
account, and the amount of the loss is recognised in
the income statement within administrative expenses.
When a trade receivable is uncollectible, it is written off
against the allowance for trade receivables. Subsequent
recoveries of amounts previously written off are credited
against administrative expenses in the income statement.

Cash and cash equivalents include cash on hand,
deposits held at call with banks, other short-term highly
liquid investments with original maturities of three
months or less, and bank overdrafts. Bank overdrafts
are shown within borrowings in current liabilities on the
balance sheet.

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue of new

shares or options are shown in equity as a deduction, net
of tax, from the proceeds.

Trade payables are recognised initially at fair value and
subsequently measured at amortised cost using the
effective interest method.
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Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
measured at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in the income statement over the
period of the borrowings using the effective interest
method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer settlement
of the liability for at least 12 months after the balance
sheet date.

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the countries where the company’s
subsidiaries operate and generate taxable income.
Management periodically evaluates positions taken in
tax returns with respect to situations in which applicable
tax regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts
in the consolidated financial statements. However, the
deferred income tax is not accounted for if it arises from
initial recognition of an asset or liability in a transaction
other than a business combination that at the time of the
transaction affects neither accounting nor taxable profit
or loss. Deferred income tax is determined using tax
rates (and laws) that have been enacted or substantially
enacted by the balance sheet date and are expected
to apply when the related deferred income tax asset is
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised to the extent
that it is probable that future taxable profit will be
available against which the temporary differences can be
utilised.
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Deferred income tax is provided on temporary differences
arising on investments in subsidiaries, except where the
timing of the reversal of the temporary difference can be
controlled and it is probable that the temporary difference
will not reverse in the foreseeable future.

(i) Employee leave entitlements

Employee entitlements to annual leave are
recognised when they accrue to employees. A
provision is made for the estimated liability for
annual leave as a result of services rendered by
employees up to the balance sheet date. Employee
entitlements to sick leave and maternity leave are
not recognised until the time of the leave.

(ii) Share-based compensation

The Group operates an equity-settled, share-based
compensation plan. The fair value of the employee
services received in exchange for the grant of the
options is recognised as an expense. The total
amount to be expensed over the vesting period is
determined by reference to the fair value of the
options granted, excluding the impact of any non-
market vesting conditions (for example, profitability
and sales growth targets). Non-market vesting
conditions are included in assumptions about
the number of options that are expected to vest.
At each balance sheet date, the entity revises
its estimates of the number of options that are
expected to vest. It recognises the impact of the
revision of original estimates, if any, in the income
statement, with a corresponding adjustment to
equity.

The proceeds received net of any directly
attributable transaction costs are credited to share
capital (nominal value) and share premium when
the options are exercised.
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(iii) Pension obligations

Group companies operate various defined
contribution plans. The plans are generally funded
through payments to trustee-administered funds.
A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate entity on a mandatory, contractual
or voluntary basis. The Group has no legal
or constructive obligations to pay further
contributions. The contributions are recognised as
employee benefit expense when they are due and
are not reduced by contributions forfeited by those
employees who leave the scheme prior to vesting
fully in the contributions. Prepaid contributions are
recognised as an asset to the extent that a cash
refund or a reduction in the future payments is
available.

Provisions are recognised when: the Group has a present
legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required
to settle the obligation; and the amount has been reliably
estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement
is determined by considering the class of obligations as
a whole. A provision is recognised even if the likelihood
of an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision
due to passage of time is recognised as interest
expense.
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Revenue comprises the fair value of the consideration
received or receivable for the sale of goods in the ordinary
course of the Group’s activities. Revenue is shown, net of
value-added tax, returns, rebates and discounts and after
eliminating sales within the Group. Revenue is recognised
as follow:

(a) Sales of goods
Sales of goods are recognised when a group
entity has delivered products to the customer,
the customer has accepted the products
and collectibility of the related receivables is
reasonably assured.

(b) Interest income

Interest income is recognised on a time-proportion
basis using the effective interest method. When
a receivable is impaired, the Group reduces the
carrying amount to its recoverable amount, being
the estimated future cash flow discounted at the
original effective interest rate of the instrument,
and continues unwinding the discount as interest
income. Interest income on impaired loans is
recognised using the original effective interest
rate.

Leases in which a significant portion the risks and
rewards of ownership are retained by the lessor are
classified as operating leases. Payments made under
operating leases (net of any incentives received from
the lessor) are charged to the income statement on a
straight-line basis over the period of the lease.

The up-front prepayments made for the land use rights
are expensed in the income statement on a straight-
line basis over the period of the lease or where there is
impairment, the impairment is expensed in the income
statement.
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Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with all
attached conditions.

Government grants relating to costs are deferred and
recognised in the income statement over the period
necessary to match them with the costs that they are
intended to compensate.

Government grants relating to the purchase of property,
plant and equipment are included in non-current liabilities
as deferred government grants and are recognised in
the income statement on a straight line basis over the
expected lives of the related assets.

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s financial
statements in the period in which the dividends are
approved by the Company’s shareholders.

The Group’s financial assets include cash and cash
equivalents, trade and other receivables. The Group’s
financial liabilities include borrowings, trade and other
payables, accruals and derivative financial instruments.

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign exchange risk and
price risk), credit risk, liquidity risk and cash flow and
fair value interest-rate risk. The Group’s overall risk
management programme focuses on the unpredictability
of financial markets and seeks to minimise potential
adverse effects on the Group’s financial performance.
These risks are limited by the Group’s financial
management policies and practices described below.
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@)

(b)

Credit risk

The Group has policies in place to ensure that
the sales of products are made to customers with
appropriate credit history and the Group performs
credit evaluations of its customers.

Trade receivables are due within three months
from the date of billing. As at 31 December 2007,
90.0% of the total trade receivables was due
within three months (2006: 99.0%).

As at 31 December 2007, the five largest
customers accounted for 33% of the trade
receivables carrying amount (2006: 31%).

The maximum exposure to credit risk is
represented by the carrying amount of trade
receivables in the consolidated balance sheet.

Further quantitative disclosures in respect of the
Group’s exposure to credit risk arising from trade
receivables are set out in Note 12.

Liquidity risk

The Group’s policy is to regularly monitor its
liquidity requirements and its compliance with
lending covenants, to ensure that it maintains
sufficient reserves of cash and adequate
committed lines of funding from major financial
institutions to meet its liquidity requirements in
the short and longer term.
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(b)

(c)

Liquidity risk (continued)

The following table details the remaining
contractual maturities at the balance sheet date
of the Group’s financial liabilities, which are based
on contractual undiscounted cash flows (including
interest payments computed using contractual
rates or, if floating, based on rates current at the
balance sheet date) and the earliest date the
Group can be required to pay:

Carrying
amount
The Group 558 BEE
At 31 December 2007 R-BBLETZA=1-A
Borrowings & 156,393
Derivative financial instruments fTEeBIA 37,837
Trade payables and bills payables ENRSEFRERER 54,890
Accruals and other payables EXERRAMENE 34,704
At 31 December 2006 ZEENETIACTR
Borrowings G 134,836
Trade payables and bills payables ENRAET RENEE 91,808
Accruals and other payables Eir BB R AR5 28,231

Cash flow and fair value interest-rate risk

The Group’ s income and operating cash flows are
substantially independent of changes in market
interest rates as the Group has no significant
interest-bearing assets. The Group’s exposure to
changes in interest rates is mainly attributable to
its bank borrowings. Bank borrowings at variable
rates expose the Group to cash flow interest-rate
risk. Bank borrowings at fixed rates expose the
Group to fair value interest-rate risk. Details of the
Group’s bank borrowings have been disclosed in
Note 17 to the consolidated financial statements.
The Group does not currently use any interest rate
swaps to hedge its exposure to interest rate risk.

It is estimated that a general increase/decrease
of 50 basis points as at 31 December 2007 in
bank borrowing interest rates for bank loans with
all other variables held constant, would decrease/
increase the profit after taxation by approximately
RMB613,000 (2006: RMB505,000).

Total
contractual
undiscounted
cash flow
BHE
s
e
hEAE

156,393
37,8371
54,890
34,704

134,836
91,808
28231

(b)
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oron
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-ERg
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(c)

(d)

Cash flow and fair value interest-rate risk

The sensitivity analysis above has been
determined assuming that the change in interest
rates had occurred at the balance sheet date and
had been applied to the exposure to interest rate
risk for non derivative financial instruments in
existence at that date.

Foreign exchange risk

The Group mainly operates in the PRC with most
of the transactions settled in RMB. Foreign
exchange rate risk arises when future commercial
translation or recognised assets and liabilities are
denominated in a currency that is not the entity’s
functional currency.

The Group’s assets and liabilities, and
transactions arising from its operations primarily
do not expose to material foreign exchange risk.
Other than certain trade receivables, cash and
cash equivalents, borrowings and derivative
financial instrument denominated in United States
dollars (“USD”) and Hong Kong dollars (“HKD"),
details of which have been disclosed in Note
12, Note 14, Note 17 and Note 20 respectively,
the Group’s assets and liabilities are primarily
denominated in RMB. Other than approximately
33% (2006: 35%) of the sales are denominated
in USD and certain expenses in HKD, the Group
mainly generates RMB from sales in the PRC to
meet its liabilities denominated in RMB. The Group
has not used any forward contracts as the cost-
benefit is considered not effective. But the Group
used foreign currency bank borrowings to minimize
its exposure.

RMB experienced certain appreciation in recent
years which is the major reason for the exchange
losses recognised by the Group for the years
ended 31 December 2006 and 2007. Further
depreciation or appreciation of USD and HKD
against RMB will affect the Group’s financial
position and results of operations.

A 5% strengthening RMB against USD and HKD
as at the respective balance sheet dates would
increase profit after taxation by approximately
RMB162,000 (2006: decrease of RMB1,766,000)
and incease by approximately RMB287,000 (2006:
RMB382,000) respectively.
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(e) Price risk

The Group is exposed to equity securities price
risk because certain investments held by the
Group are classified on the consolidated balance
sheet as available-for-sale financial assets. As the
amount of such financial assets is not material to
the Group, the exposure to price risk is considered
to be insignificant.

The Group’s objectives when managing capital are to
safeguard the Group’s ability to continue as a going
concern in order to provide returns for shareholders
and benefits for other stakeholders and to maintain an
optimal capital structure to reduce the cost of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

Consistent with others in the industry, the Group monitors
capital on the basis of the gearing ratio. This ratio is
calculated as net debt divided by total capital. Net debt is
calculated as total borrowings (including current and non-
current borrowings as shown in the consolidated balance
sheet) less cash and cash equivalents. Total capital is
calculated as “equity”, as shown in the consolidated
balance sheet, plus net debt.

During 2007, the Group’s strategy, which was unchanged
from 2006, was to maintain the debt equity ratio to be
in a net cash position. The net cash amounts at 31
December 2007 and 2006 were as follows:

Total borrowings (Note 17) BEE(ME17)
Less: Cash and cash equivalents & & RINSEEY
(Note 14) (FF5E14)

Net cash FIRE

The decrease in the net cash position during 2007
resulted primarily from the capital expenditure in the
construction of a new production plant and the product

development cost for new products.
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The fair value of financial instruments traded in active
markets (such as publicly traded derivatives, and trading
and available-for-sale securities) is based on quoted
market prices at the balance sheet date. The quoted
market price used for financial assets held by the Group is
the current bid price.

The fair value of financial instruments that are not
traded in an active market (for example, over-the
counter derivatives) is determined by using valuation
techniques. The Group uses a variety of methods and
makes assumptions that are based on market conditions
existing at each balance sheet date. Quoted market
prices or dealer quotes for similar instruments are used
for long-term debt.

The nominal values less impairment provision of trade
receivables and payables are assumed to approximate
their fair values.

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below.

(a) Estimated useful lives of property, plant and
equipment
The Group’s management determines the
estimated useful lives and related depreciation
charges for its property, plant and equipment. This
estimate is based on the historical experience
of the actual useful lives of property, plant and
equipment of similar nature and functions. It
could change significantly as a result of technical
innovations and competitor actions in response to
market conditions. Management will increase the
depreciation charge where useful lives are less
than previously estimated lives, or it will write-off
or write-down technically obsolete or non-strategic
assets that have been abandoned or sold.
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(b)

Estimated impairment of intangible assets,
inventories and trade receivables

The Group makes provision for impairment of
intangible assets, inventories and trade receivables
based on an assessment of the recoverability of
intangible assets and trade receivables. Provisions
are applied to intangible assets, inventories and
trade receivables where events or changes in
circumstances indicate that the balances may not
be recoverable. The identification of impairment
requires the use of judgement and estimates.
Where the expectation is different from the original
estimate, such difference will impact the carrying
value of intangible assets, inventories and trade
receivables and provision for impairment in the
period in which such estimate has been changed.

Income taxes

The Group is subject to income taxes in Hong
Kong and Mainland China. Significant judgement
is required in determining the provision for
income taxes. There are many transactions
and calculations for which the ultimate tax
determination is uncertain during the ordinary
course of business. The Group recognises
liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income
tax and deferred tax provisions in the period in
which such determination is made.
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The Group is principally engaged in the manufacturing of

Zl»‘*li%?ﬁé%ﬂ)ﬂ%%’é?ﬁ%‘%

fine chemicals from natural resources for use in aroma ERAAEER  LARES (2
chemicals and pharmaceutical products and the trading mhEEERIAREERARE
of natural materials and fine chemicals. Turnover for the RIEMILER  KREBZEZIR

Group represents revenue from sale of goods.

WSHEEMmAEL 2 Wt

2007 2006
—EELF —EBERF
Sale of goods HEE S 612,159 532,975
(net of value-added tax) (EH0BRIGER)
Primary reporting format - business segment FTEEZHRE A —EESE
As at 31 December 2007, the Group is organised into RZZEZLE+_A=+—8 -
two main business segments: REEDBRAFEERDE
(1)  manufacturing and selling of fine chemicals; and (1) HEEREEEHELSER:
4
(2)  trading of natural materials and fine chemicals. (2) EBERARBKEBAELE
2
The segment results for the year ended 31 December HE_ZTT+F+-_A=+—H

2007 are as follows:

HEFERZDEEEMT

Manufacturing Trading Total

HE B5E st

Turnover ] 545,094 67,065 612,159
Operating profit A S5 F| 150,475 2,990 153,465
Unallocated corporate expenses AOBATIHX (9,062)
Finance costs FE AR AN (6,355)
Profit before income tax b P15 B g A 138,048
Income tax expense SR (7,514)
Profit for the year F N F 130,534

TG L TEEAR AT
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(All amounts in RMB thousands unless otherwise stated)

Primary reporting format - business segment (continued)

(Fr=HIEMESN -

FAFREANT TARKESIE)

The segment results for the year ended 31 December

2006 are as follows:

Turnover

Operating profit

Unallocated corporate expenses
Finance costs

Profit before income tax
Income tax expense

Profit for the year

AR RAFFHX

BR P15 At 7

PSR

F A

Other segment items included in the consolidated income

statement are as follows:

Depreciation (Note 6)

Amortisation (Notes 7 and 8)

Impairment of intangible assets
(Note 8)

Provision for/(reversal of)
impairment of inventories
(Note 11)

Provision for/(reversal of)
provision for impairment of
trade receivables (Note 12)

e (MisEe)
B (PRET8)
B EE(KE8)

FERERE/
(%R (MFE11)

FEW R B IRFORE
BE/ (BE)
(MizE12)

TEEHT A — R (E)

BE_TEZRFT-_A=t—H
IEFE 2D EREEMT

Manufacturing Trading Total
HE BEE st
419,904 113,071 532,975
111,589 2,819 114,408
(3,346)
(6,645)

104,417
(8,982)

95,435

STAGEERR A D EIER

m
Manufacturing Trading
£E BE

2007 2006 2007 2006
—BELE _TITRFE ZEBBRLFE _"ITTRHF
11,545 11,106 103 55
2,442 4,084 - -
1,664 4,450 - -
160 175 8 (31)
632 124 16 (38)

—TTLEER
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(All amounts in RMB thousands unless otherwise stated) (S EIERESIN - FTAZEHUTITARESE)

Primary reporting format - business segment (continued)
The segment assets and liabilities as at 31 December
2007 and capital expenditure for the year then ended are

as follows:

Manufacturing
EE
Assets BE 633,567
Liabilities aE 125,091
508,476

Capital expenditure =N
(Notes 6, 7 and 8) (ftzte « 7K8) 147,874

The segment assets and liabilities as at 31 December
2006 and capital expenditure for the year then ended are

as follows:

Manufacturing
4=
Assets BE 407,016
Liabilities =R 145,370
261,646

Capital expenditure BARRE
(Notes 6, 7 and 8) (KtzE6 ~ 7X8) 61,312

Segment assets consist primarily of land use rights,
property, plant and equipment, intangible assets,
inventories, receivables and operating cash. Segment
liabilities comprise operating liabilities. They exclude
items such as taxation and corporate borrowings. Capital
expenditure comprises additions to property, plant
and equipment (Note 6), land use rights (Note 7), and
intangible assets (Note 8).

TG L TEEAR AT

TEEHI A — R (E)

R_EELFE+=—A=t—AZ
AERABEHWARBERAL

FRZERFAZMAT :
Trading Unallocated Total
BE ROBE et
10,118 307,384 951,069
1,811 160,360 287,262
8,307 147,024 663,807
19 - 147,893

R_EEAE+-—A=+-AZ
EERAMDBARBEZA L

N —

FEZERFANAT :
Trading Unallocated Total
BEE R E #Et
27,263 360,616 794,895
15,499 100,966 261,835
11,764 259,650 533,060
716 - 62,028

DHEETERELHEAE -
WE - BENEE  BEEE -
TR BRFBAREERS - 2
MEEBRRELRE  BETEE
MERAEMEEFHER - EAH
XREDE  BEMKRE (KT
6) ~ il AR (MIRET) A RSB
FEE(ME8) Z1EH -
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(All amounts in RMB thousands unless otherwise stated) (S EIEAESIN - FTAZEHUTITARESE)

Secondary reporting format - geographical segment KREZ2H = — 1@ 55
The Group’s two business segments operate in three NEBMAKELESBNRN=(EFE
main geographical areas. R AT o
2007 2006
—EELF —TTREF
Turnover BERE
— Mainland China — R E A 411,054 345,380
— Europe — B 99,912 126,822
- Asia — M
(excluding Mainland China) (BB AR IN) 64,255 43,554
— Others —Hu 36,938 17,219
612,159 532,975
Sales are allocated based on the places/countries in HEBmNEEPFAE BX
which customers are located. i
2007 2006
—EBtE ZETREF
Total assets BEMBE
— Mainland China — R 899,938 739,824
— Hong Kong — &% 48,872 54,656
— Unallocated — RN HE 2,259 415
951,069 794,895
Total assets are allocated based on where the assets are BEBENIREEMTHDE -
located.
No geographical analysis of capital expenditure is ARASEERRIBDERNFEZ
presented as substantially all of the Group’s capital URHPERLzEEESE - At
expenditure was incurred in respect of assets located in W2 MEARFZ R ST -

Mainland China.

—TTLEER
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(All amounts in RMB thousands unless otherwise stated)

(FRABHEAEIN  FAEFTBREIUTTARKETIE)

At 1 January 2006
Cost
Accumulated depreciation

Net book amount

Year ended
31 December 2006
Opening net book amount
Additions
Transfers
Disposals (Note 29)
Depreciation

Closing net book amount
At 31 December 2006

Cost
Accumulated depreciation

Net book amount

Year ended 31 December
2007
Opening net book amount
Additions
Transfers
Disposals (Note 29)
Depreciation

Closing net book amount
At 31 December 2007

Cost
Accumulated depreciation

Net book amount

Leasehold
improvements,
office furniture
and equipment

Plant and iEVES
Buildings machinery kB BOZ
BF BRRER Ve
R-2%5%-5-8
s 57,255 132,750 4,35
ZihE (5,708) (11,500 (2,076)
RAFE 51,547 121,250 2276
H2-ZERET2R
Zt-RLFE
ENRRSE 51,547 121,250 2276
hE 49 975 580
£ = 4673 M
HE (Hizk9) = = =
E (1,569) (8,455) (556)
FAEASE 50,027 118,443 2571
RoEENE
T=RZt-H
s 57,304 138,398 5,203
ZifhE (1.217) (19,955 (2632)
REFE 50,027 118 443 2571
HECERLETCA
SH-ALEE
FYRRFE 50,027 118,443 2571
RE = 468 3749
b - 3,965 =
HE (ko) - (94) (242)
e (1614) (8,966) (554)
FAGRSE 48,413 113816 5,524
RoBBLE
T2Azt-A
s 57,304 142,641 7,863
ZihE (8,891) (28,825) (2,339)
IREFE 48,413 113816 5,524

The Group’s buildings including buildings under construction,
totalling RMB48,413,000 (2006: RMB50,027,000) are built on
pieces of land in Mainland China with lease terms of 50 years

up to April 2054.

fRiEAE &

EERAQT]

Motor
vehicles

e
3713
(2,266 )

1,447

1,447
17

(15 )
(681)

970

3,705
(2,735)

970

970
120
(514)

5716

3809
(3,233)

576

Construction-
in-progress
AN

1,624

1,624

1,624
4,321
(4,944)

44,001

44,001

44,001

44,001
128474
(3,965 )

168,510

168,510

168,510

Totgal
i

205,694
(21,550)

184,144

184,144
43,042

(15)
(11,161)

216,012

248,611
(32,599)

216,012

216,012
132,811

(33% )
(11,648)

336,839

380,127
(43,288)

336,839

AEE 7 EFBEEAS £48,413,0000T A
REE(ZZTZ/RF : 50,027,000t AR
MIZIEEET  ERP BRI SR
- BHEHS0F  R-_ZTRNFNAE

o
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(All amounts in RMB thousands unless otherwise stated) (S EIEAESIN - FTAZEHUTITARESE)

Depreciation expense of RMB9,535,000 (2006: RMB9,007,000)
has been charged in “cost of goods sold”, RMB2,000 (2006:
RMB3,000) in “selling and marketing costs” and RMB2,111,000
(2006: RMB2,151,000) in “administrative expenses”.

Analysis of construction-in-progress is:

BFREERA
RE W NS 28K

Construction costs of buildings
Cost of leasehold improvements
and plant and machinery

Property, plant and equipment with a net book amount of
RMB94,540,000 (2006: RMB92,077,000) were pledged as
collateral for the Group’s borrowings.

The Group’s interests in land use rights represent prepaid
operating lease payments and their net book values are
analysed as follows:

KRB - 102504

In Mainland China, held on
Leases of between 10 to 50 years

Borrowings are secured on land use right with a carrying amount
of RMB2,441,000 (2006: RMB4,845,000).

Opening net book amount FYNRMEFE

Additions NE

Amortisation of prepaid operating TR E AL FRIE
lease payments

HIRR IR SHE

Closing net book amount

WEBRHEFI,535000 T ARE (==
TN 9,007,000t AR EIESE
EMmAA P T 0 2,000t AR (=
TENF 3,000t ARE)FAIEE
LS HEKRA] 0 M2,111,000t AR
B(ZZZRNF 2,151,000t ARE)
BIFt ATFTRER I -

ERIROMET
2007 2006
—EELF —EEX
46,833 23,634
121,677 20,367
168,510 44,001

R T JF {H 94,540,000 T AR (—2F
NEF92,077,000T ARKE) 2% - B
EREFEHCIEAAEEEEZKFR -

AEERLEREZERERNLE
MAFIR - EIREDFEDTAOT

2007 2006
—BFLE 2
8,741 8,851

PRE (2,441,000 T AR (Z T X4F
4,845,0007C ARE) Z EE AL HI{E R
FEVEIR R -

2007 2006
—EZLF TEBEREF
8,851 4,955

- 4,006

(110) (110)
8,741 8,851

—TTLEER
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(All amounts in RMB thousands unless otherwise stated)

(Br=HIEBESN -

FAFRENT TARKESIE)

Patents and Product
technical development
know-how costs
BERER Em Total
91 0 7 BB A st
At 1 January 2006 R-BEXE—H—H
Cost AR 4,000 30,401 34,401
Accumulated amortisation R AT 8 (200) (11,496) (11,696)
Net book amount WREFE 3,800 18,905 22,705
Year ended BE-_ZTFt+-A
31 December 2006 =t+t—HILFE
Opening net book amount HAYIIRTE A 3,800 18,905 22,705
Additions NE 5,930 9,050 14,980
Amortisation BiH (1,097) (2,877) (3,974)
Impairment (Note 22) WE(MsE22) = (4,450) (4,450)
Closing net book amount HAAR IR TH R B 8,633 20,628 29,261
At 31 December 2006 R-BERF
+=A=t+-—H
Cost (D% 9,930 39,451 49,381
Accumulated amortisation R NRRE
and impairment (1,297) (18,823) (20,120)
Net book amount IREFE 8,633 20,628 29,261
Year ended BE-ZEZ2tH&+=H
31 December 2007 =+—HILFE
Opening net book amount HAWIIR E R B 8,633 20,628 29,261
Additions INE 131 14,951 15,082
Amortisation 3= (1,393) (939) (2,332)
Impairment (Note 22) WA (FE22) - (1,664) (1,664)
Closing net book amount B IRTESHE 7,371 32,976 40,347
At 31 December 2007 R=BELHF
+=—HA=+—8H
Cost (DN 10,061 54,402 64,463
Accumulated amortisation 28 MRE
and impairment (2,690) (21,426) (24,116)
Net book amount MR FE 7,371 32,976 40,347
Notes: Hiat -
(a) Amortisation of RMB2,332,000 (2006: RMB3,974,000) is included in (a) #$42,332,000 L AR (=&

TR
3,974,0007*5)\E¢¢5)E§+)\ﬁ* % #IRAT
BREAR -

administrative expenses in the consolidated income statement.

TG L TEEAR AT
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Notes to the Congolidated Financial Statements
ir e BTSRRI

(All amounts in RMB thousands unless otherwise stated) (BkSHEBAEIN - FIARREAUTFTAREIINE)

9. Available-for-sale financial assets 9. AHHESEREE

2007 2006

—EELF —EERF

At 1 January w—A—H 500 700
Additions INE - 100
Disposals HE (100) (300)

At 31 December n+=—A=+—H 400 500

Less: Non-current portion W IEmBIE S (400) (400)
Current portion mehE s - 100

Available-for-sale financial assets include the following:

2007 2006
—EELF —EER
Unlisted equity securities JE LR ANEE 2 400 400
Other available-for-sale Emra it HESREE
financial assets - 100
400 500

10. Investments in and amounts due from subsidiaries 10. RHBARZREREWKE L

- Company BMIE - XA F
2007 2006
—EEtLE —ETRE
Unlisted investments, at cost JELETIRE @ BRAE 91,041 91,041
Amounts due from subsidiaries A NG E ] 243,808 231,805
334,849 322,846
The amounts due from subsidiaries are unsecured and non- JEUWM B A RIIBEERRT - £ 8 A1

interest bearing and have no fixed repayment terms. fRETEERE -

ANNUAL REPORT 2007 —EE+F4H
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(All amounts in RMB thousands unless otherwise stated)

(FRABHEAEIN  EFTBREAUT TARKETIE)

Particulars of the principal subsidiaries are:

MEARZFHBWT

Percentage of
equity interest

Place of attributable to
incorporation/ Issued and fully the Group (a)
operation paid up capital TEE
Name S Principal activities ERTR PE{G R HE
A8 ReEwH TEXK BRRA B2t(a)
EcoGreen Fine Chemicals Limited British Virgin Islands Investment holding Us$95,000 100%
EBRLES REZR 95,0005 7T
EcoGreen Fine Chemicals British Virgin Islands Investment holding Us$1 100%
Manufacturing Limited RBREIHS REER 1%
EcoGreen Fine Chemicals B.V. The Netherlands Sale of fine chemicals EUR18,000 100%
i HERA 2R 18,0008t %
EcoGreen Holding B.V. The Netherlands Investment holding EUR18,000 100%
ol REZER 18,0000 7
EcoGreen Investments Limited Hong Kong Inactive HK$2 100%
PRt IEEERAR N EEE% 287
Sino Bright International Trading Hong Kong Inactive HK$10,000 100%
Limited B LEXK 10,0005 7T
KREBERZEHERLDA]
Doingcom International Limited Hong Kong Trading of HK$10,000 100%
FIREIR A R AR B fine chemicals 10,000/ 7T
BEERMEm
Xiamen Doingcom Biotechnology Mainland China Manufacturing of RMB30,000,000 100%
Co., Ltd.(b) AR A fine chemicals 30,000,0007T
EFIh R ER AR (b) FERMBEn ARE
EaEILERR AT (Db)C) Mainland China Research and US$2,000,000 100%
(Shanghai Fine Chemicals R A development of 2,000,000 7T
Company Limited) (b)(c) fine chemicals
RARFAERAER
Xiamen Doingcom Chemical Mainland China Manufacturing and RMB50,000,000 100%
Co., Ltd. (b) R A sale of fine chemicals ~ 50,000,0007¢
EFI ik 2FR Q] (b) FEREERECEn ARE
RiEPEMEB ZERRF(b)(C) Mainland China Sale of forestry products ~ RMB5,000,000 70%
(Chuxiong Zhongyi Forestry Trading R B A3 HEMREER 5,000,000

Co. Ltd.)

TG TEEAR AT



iR e BRI &

(All amounts in RMB thousands unless otherwise stated)

Particulars of the principal subsidiaries are:(continued)

Name

&%

Xiamen Doingcom Enterprise
Limited (b)
EF R E 5 HRAF(b)

Xiamen Hoozyn Life Chemistry
Technology Limited (b)
EFMRECERARAR(b)

Xiamen Sinoloon Import and
Export Co., Ltd. (b)

EFHRRELNERAR
BRAF(D)

Xiamen Sinotek Enterprise
Development Co., Ltd. (b)
EFPREZZERBRAR(D)

Zhangzhou Zhongyi Fine
Chemicals Co., Ltd. (b)
EMNR B TARAR(b)

(Fr=HIEMESN -

Place of
incorporation/
operation
EMREL
R i 2

Mainland China
B A

Mainland China
FEI A

Mainland China
B A

Mainland China

PR A,

Mainland China
Bl A

FAFREANT TARKESIE)

MBARZFHBNOT : (&)

Principal activities

TEEK

Sale of fine chemicals
HERMLEnR

Research and
development of
fine chemicals

MARFAERACER

Investment holding
and trading of
fine chemicals

REERREER
B Em

Manufacturing and

sale of fine chemicals

EERHERACEm

Inactive

EEXH

Issued and fully
paid up capital
BETR
BERAE
ARE

RMB6,000,000
6,000,0007T
AR®

US$1,400,000
1,400,000% 7T

RMB7,000,000
7,000,0007T
AR®

RMB20,000,000
20,000,0007T
AR

US$1,509,330
1,509,330% T

Percentage of
equity interest
attributable to
the Group (a)
F5H
Pt B A
Batk(a)

100%

100%

100%

100%

100%

—TTLEER
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(All amounts in RMB thousands unless otherwise stated) (S EIERESIN - FTAZEHUTITARESE)

Particulars of the principal subsidiaries are:(continued)

Notes:

(a) The shares of EcoGreen Fine Chemicals Limited are held directly by the
Company. The shares of other subsidiaries are held indirectly.

(b) Xiamen Doingcom Chemical Co., Ltd. and Xiamen Doingcom Biotechnology

Co., Ltd. are sino-foreign owned enterprises established in Xiamen, Fujian
Province, Mainland China for a term of 20 years up to October 2017 and
July 2024 respectively. Shanghai Fine Chemicals Company Limited is a
wholly foreign owned enterprise established in Shanghai, Mainland China
for a term of 35 years up to March 2040. Xiamen Doingcom Enterprise
Limited is a limited liability enterprise established in Xiamen, Fujian
Province, Mainland China for a term of 20 years up to June 2024. Xiamen
Hoozyn Life Chemistry Technology Limited, Xiamen Sinoloon Import and
Export Co., Ltd. and Xiamen Sinotek Enterprise Development Co., Ltd. are
wholly foreign owned enterprises established in Xiamen, Fujian Province,
Mainland China for a term of 10 years, 17 years and 20 years up to June
2012, April 2012 and July 2016, respectively. Chuxiong Zhongyi Forestry
Trading Co., Ltd. is a limited liability enterprise established in Chuxiong,
Yunnan Province, Mainland China for a term of 30 years up to March
2007. Zhangzhou Zhongyi Fine Chemicals Co., Ltd. is wholly foreign owned
enterprise established in Zhangzhou, Fujian Province, Mainland China for
a term of 50 years up to April 2057.

(©) The English names for E/8E YL EHRAF] and BHERENEEZ S ER
‘A 7] are for identification purpose only.

Raw materials =%
Work-in-progress ER

Finished goods ZURK G

Less: Provision for impairment o FERE R

of inventories

The cost of inventories recognised as expense and included
in cost of goods sold amounted to RMB337,114,000 (2006:
RMB316,658,000).

The Group made a provision for impairment of inventories of
RMB168,000 (2006: impairment of RMB144,000). The amount
has been included in cost of goods sold in the consolidated
income statement.

TG L TEEAR AT

MBARZFHBNOT : (&)

Mt -

(a) EcoGreen Fine Chemicals Limited% {5 B
RAREERE - EMHE QR RMBIRE
BREA -

(b) EF‘EIEFth%ﬁﬁEQET&EFﬁEPWEWﬂ

BRERA EPBE AN ERES BT
W42$% éﬁ%*@%%ﬁ:+$'
DR =ZE—tF+AREZFT-_MF+A
t Lﬁ%ﬂ%éﬁ@@i%%¢ﬁm
EBMRYZENERE  CEEHA
=+RFE - ZE_TNTE=AIt - BEFFR
HESHERABGARFREANMBEEE
P2 BRAR @ KREBHAE—+F -
BT NEXNAL - BFIAMREEEE
BRARF - BEFIPREHAERARIRE
PIREBEXERARARMYAZINEDR

% ERAPIERE BRI TR - S

ARAETFE  +EERZTF - DRE
zz—ziﬁﬂ —ET——HFMAR=E
—NELAILE- m¢ﬁMF%%E@Q
7F$lmm*ﬁé BT ZERA
A KEBMA=—TFE_T=-+F=A4
IE o BMPIABEECIERARA—HE
INELE  ERBEANEEEEIMNTAK
Vo REHRETFE_TALFMNA

1 e

(c) LEEBIMCEBERARREHEIEHER S
BRABMELTRERBR -

2007 2006
—EELF A
28,184 26,685
996 1,064
17,475 12,181
46,655 39,930
(1,166) (998)
45,489 38,932

BRERI M AEEERKAZESR
AR £337,114,000T A REE( ZZEE X
F : 316,658,000 A FREE) o

& IEﬁEHﬂ? 5 BB 1 55 168,000 7T
ARB(ZZZRF  #1#144,0007T A
R¥&) M,A%EEEH\@A%EME%&
A ARA °
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(All amounts in RMB thousands unless otherwise stated)

Trade receivables
Less: Provision for impairment
of trade receivables

(FRAEHAEIN  FAFTBREAUTTARKETIE)

JEU 32 5 IR K
B AL 5 IR TR (B

The fair values of trade receivables approximate their carrying

amounts.

The credit period granted by the Group to its customers is
generally 60 to 90 days. The aging analysis of trade receivables is

as follows:

0 to 30 days

31 to 60 days
61 to 90 days
91 to 180 days
181 to 365 days
Over 365 days

Less: Provision for impairment
of trade receivables

0Z 30K
31ZE 60K
61%F 90K
91%F 180K
181 KE365K
365K E

B AL 5 IR TR (B

The credit quality of trade receivable that are neither past due
nor impaired can be assessed by reference to the historical
information about counter party default rates. The existing
counter parties do not have significant default in the past.
There is no concentration of credit risk with respect to trade
receivables, as the Group has a large number of customers.

2007 2006
—EBLE —EEAF
167,737 116,340

(2,084) (1,436)
165,653 114,904

FEW X BIRA N FEEAIREERS o

AEBRTHEF ZEEH 60290
X o B SRR ZIRE DT ¢

2007 2006
—BTLE e
60,902 46,985
54,627 40,072
35,451 28,122
15,853 512
150 137
754 512
167,737 116,340
(2,084) (1,436)
165,653 114,904

BRBBHIRET R 2 BB B
HEEEZRRNENERTHELERP
MIEREME - RAENELPLEE AN
R - ARAKEEFHEREAN  BA
R R Z IR 2 EERRIL &S E
o

—TTLEER
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(All amounts in RMB thousands unless otherwise stated)

(=B EBES - AEFEGATTAREIIE)

The carrying amounts of the Group’s trade receivables are
denominated in the following currencies:

Renminbi
US dollar

AR
ETT

Movements on the provision for impairment of trade receivables

are as follows:

At 1 January —H—H
Provision for receivable impairment FEW TR B B
Unused amounts reversed E R CEEE
At 31 December +—-—A=+—H

AEENE S RIGRWREENL T IE

BN

2007 2006
—EELHF —EBERF
122,458 95,934
43,195 18,970
165,653 114,904

B SRV ERENES T
2007 2006
—EEF ZEEREF
1,436 1,598
648 -
- (162)
2,084 1,436

The creation and release of provisions for impaired receivables

HERERKRBEEORLNERD S

have been included in administrative expenses in the REFESEBRIRTHOITHRERA - £%
consolidated income statement. Amounts are charged to the HERFPHIRNEE - REEEREE
allowance account when there is no expectation of recovering I B 58 SN & Bl SE o
additional cash.
Group Company
AEE AT
2007 2006 2007 2006
“EBLE ZTRF k35 -3 “ETRF
Prepayment for purchases BERMENZE
of raw materials 44,150 20,979 - -
Input value-added tax recoverable e IE AR 1,079 3,284 - -
Advances to employees AEEHR 161 501 - -
Others Hi 826 1,055 100 247
46,216 25,819 100 247
The fair values of prepayments and other receivables AN ES IE—&ﬁMJEHﬁZ N EEE R
approximate their fair values. [EREVEE=

G L TEEAR AT
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(All amounts in RMB thousands unless otherwise stated) (BB IEAEIN - FTAZEHUTITARESIE)

Group Company
rEE AAT]
2007 2006 2007 2006
i3 o3 “EERF i3 of -3 —TERE
Cash and cash equivalents BehERMELEER
Cash at bank and on hand BORFERE 275,226 312,990 364 828
275,226 312,990 364 828

The carrying amounts of cash and cash equivalents are
denominated in the following currencies:

RESLERBRSEBNEAELEEE
RSB T

Group Company
&K PN

2007 2006 2007 2006
“BRLE  STTNE  CBELF CTTE
Renminbi AREE 264,461 288,893 - -
Hong Kong dollar BT 1,036 2,403 364 828
US dollar ey 7,981 21,270 - -
Euro B# 1,748 424 - -
275,226 312,990 364 828

As at 31 December 2007, the Group has cash and cash
equivalents of approximately RMB264,461,000 (2006:
RMB288,893,000) denominated in Chinese Renminbi, which is
not a freely convertible currency in the international market and
its exchange rate is determined by the People’s Bank of China.

At 31 December 2007, bank balance of RMB32,158,000 (2006:
RMB47,626,000) have been pledged to banks to secure credit
facilities granted to subsidiaries.

The cash and cash equivalents are not exposed to material
credit risk.

RZZEZELEF+_A=+—H " K
SEEXERcRERNBESEB D
264,461,000 T AR (ZZ T 5F ¢
288,893,000 ARK) » HUHRBAR
ByE - BATEREERTSERER
B HEXHAPBARRITERE °

R-BEE+F+_A=+—8 - #
32,158,000t AR (ZZT TR F :
47,626,0007T A R#E) ZRITIFRE T
LVERIEAMB AR RRITISEER
i i

BehkZERASEBLREEANEE
R

—TTLEER
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(All amounts in RMB thousands unless otherwise stated) (S EIERESIN - FTAZEHUTITARESE)

Authorised:

At 1 January 2006,
31 December 2006
and 31 December 2007

Issued:

At 1 January 2006 and
at 31 December 2006
Employee share option
scheme
— proceeds from
shares issues

At 31 December 2007

— BT PAER

R-_ZEZE+F+-_A=+—H

TG L TEEAR AT

Number of
shares
(thousands)
ROEE
(FR)

2,000,000

Number of

fully paid shares
(thousands)
BB
RGEE
(FR)

461,000

8,890

469,890

Nominal
value

EfE

212,000

Nominal
value

EfE

48,778

875

49,653
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(All amounts in RMB thousands unless otherwise stated) (S EIEAESIN - FTAZEHUTITARESE)

Pursuant to a resolution of the shareholders of the
Company passed on 16 February 2004, a share option
scheme (“the Share Option Scheme”) was approved and
adopted. Under the Share Option Scheme, the Company’s
Directors may, at their sole discretion, grant options to
any employee, non-executive director, supplier, customer,
person or entity that provides research, development or
other technological support to the Group, shareholder
and adviser or consultant of the Group to subscribe for
shares in the Company at a price per share of not less
than the highest of (i) the closing price of the shares as
stated in the daily quotation sheet of the Stock Exchange
of Hong Kong Limited on the date of the offer of grant;
or (ii) the average closing price of the shares as stated
in the daily quotation sheets of the Stock Exchange for
the five trading days immediately preceding the date of
the offer of grant; and (iii) the nominal value of a share. A
nominal consideration of RMB1.04 (equivalent of HK$1)
is payable on acceptance of the grant of options. The
maximum number of 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 adopted by the Group from
time to time must not in aggregate exceed 30% of the
share capital of the Company in issue from time to time.
The Share Option Scheme will remain in force for a period
of 10 years up to February 2014. The Group has no legal
or constructive obligation to repurchase or settle the
options in cash.

BERARFRER-_ZZMF =
B+ NBRBZHRESR  BRE
B[RS ]) BHER
B - RIBBRERS - AR T
EZN2EMBERASEETMAE
B ERTES  HER BF
8B AN K E R A B ok H A AT
STERZALTHEBUARAEERK
LS A s sl g
B FSEURMAATITESE
ZEORERREARQRRD ()
REBHERBHAIIMER
AEFAME R ZBMD KT
& FinBEREBHIAMER
S ABIEARERTRRGD
FHWTE  R(iRDEE - £
MR BN RENE
1LO4T AR (FBERLET) °
RIZER BT S R AEETRH
Wz B E R EET ER EA
W ARITE 2 A B EEITEm
AFBITZRHEBE  HZ2EH
TEBBARN A TEEZETRA
30% ° B AR ERTEI B M E A 10
FOoHE_T—NF_AFIt- K
E@EWELATRETEST  BL
AR S IBEERE -
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(All amounts in RMB thousands unless otherwise stated)

(Br=HIEMES) -

FAFRENT TARKESIE)

Movements of the number of share options outstanding
during the year and their related weighted average
exercise prices are as follows:

At 1 January

Granted during the year
Exercised during the year
Cancelled during the year

At 31 December

el AR TT(E R B 28 B S E AR R AN
BYATEERFAZE S

T
2007 2006
—EBLE —TTAHF

Average Average

exercise exercise

price price
in HK$ Options in HK$ Options
per share (thousands) per share (thousands)
BRET R AR BRETT fE AR E

FHITEE (F#H) FHITEE (Ft7

Rn—H—8 1.38 43,100 1.37 36,075
FAKL - - 1.39 21,400
FWNTHE 1.38 (8,890) - -
FRFHE 1.37 (2,000) 1.37 (14,375)
W+—-—A=+—H 1.38 32,210 1.38 43,100

Out of the 32,210,000 outstanding options (2006: 43,100,000
options), 19,730,000 options (2006: 25,980,000) were

exercisable.

Share options outstanding at the end of the year have the
following expiry dates and exercise prices:

Exercise price
HK dollar per share

Expiry date B A BRBTITEE
May 2011 —E——FHA 1.39
Jun 2014 —ZE—FRA 1.37

TG L TEEAR AT

£ 32,210,000 &
—EERXE

: 43,100,000 #&
) 19,730,000 ( = T & X F

178 8 B I #E &

At

25,980,000) A #EA] F1T1F o

EFERRARITENBRENZH AT

EEMT -

Share options

2007
—BBLE
(thousands)

(F12)

14,770
17,440

32,210

idve
2006
—BERF

(thousands)

(F12)

21,400
21,700

43,100
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(All amounts in RMB thousands unless otherwise stated) (S EIEAESIN - FTAZEHUTITARESE)

Share
options
Statutory equity Currency
Share Capital  Contributed  reserves (iii) reseve  translation
Premium  reserve (i) surplus (i i Rk reserve Total

RiteE  BABEG)  BRBHG) DR Rkt Bl a3t

Balance at 1 January R=BExE-A-8
2006 a3 177,698 685 9,500 16,168 5,132 (36) 209,747
Employee share option HENCHER
scheme:
— Value of share options ~ — % HTRiE 2 BfA
granted - - - - 2,047 - 2,047
— Cancellation ~iHHERE
of share options - - - - (1,841) - (1,841)
Currency translation ELZE
differences - - - - - 17 17
Balance at R-BERETZA
31 December 2006 St-Aeis 177,698 685 9,500 16,168 5,938 (19) 209,970
At 1 January 2007 RZEEtE-R-A 177,698 685 9,500 16,168 5938 (19) 209,970
Employee share option HENCHER
scheme:
— Value of share options ~~ — = HERiEV B
granted - - - - 1,920 - 1,920
— Cancellation of -iHHERE
share options - - - - (348) - (348)
— Exercise of share options  —77 Mg - - - = (641) = (641)
Isusue of shares Blkh 11,19 - - - - - 11190
Transfer from retained eamings  REBFER . = - 18,581 = - 18,581
Currency translation Bz
differences - - = = = (21) (21)
Balance at R-EEtE+ZA
31 December 2007 - 188,888 685 9,500 34,7149 6,369 (40) 240,651

—TTLEER
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(All amounts in RMB thousands unless otherwise stated)

Notes:

(i)

(iii)

(iv)

Balance at 1 January 2006
Employee share option scheme:
- Value of share options granted
- Cancellation of share options

Balance at 31 December
2006

Balance at 1 January 2007
Employee share option scheme:
- Value of share options granted
- Cancellation of share options
- Exercise of share options
Issue of share

(Br=HIEMES) -

FAFRENT TARKESIE)

Share
Premium

RiiaE

R-22AE-B-RAz&H

EERME S
-REBRELBE -
- EHERE -

RZEEAE+ZA
=t-Rz&4

R-22LE-B-RAz&H
EERME S
- RERRERE -
—EHERE -
—{Ife R E
#iTiki

177,698

177,698

177,698

11,190

Balance at 31 December 2007 R-EE+E+ZA

=t-Hz&8

Capital reserve of the Group represents the difference between the
nominal value of the shares of the subsidiaries acquired pursuant to the
share exchange on 16 February 2004 over the nominal value of the share
capital of the Company issued in exchange therefor.

Capital reserve of the Company represents the difference between the
costs of investments in subsidiaries acquired pursuant to the share
exchange on 16 February 2004 over the nominal value of the share
capital of the Company issued in exchange therefor.

Contributed surplus represents the capital contribution from an executive
director and an indirect substantial shareholder of the Company, as part
of a group reorganisation exercise.

According to the articles of association of the relevant subsidiaries
established in Mainland China and the Mainland China rules and
regulations, Mainland China subsidiaries are required to transfer not
less than 10% of their net profit as stated in their annual financial
statements prepared under Mainland China accounting regulations to
statutory reserves before the corresponding Mainland China subsidiaries
can distribute any dividend. Such a transfer is not required when
the amount of statutory reserves reaches 50% of the corresponding
subsidiaries’ registered capital. The statutory reserves shall only be
used to make up losses of the corresponding subsidiaries, to expand
the corresponding subsidiaries’ production operations, or to increase the
capital of the corresponding subsidiaries. Upon approval by resolutions
of the corresponding subsidiaries’ shareholders in general meetings,
the corresponding subsidiaries may convert their statutory reserves into
registered capital and issue bonus capital to existing owners in proportion
to their existing ownership structure.

The Company’s other reserves totalled RMB286,698,000 (2006:
RMB274,577,000) which, under the Company Law (revised) of the
Cayman Islands subject to certain conditions, are available for distribution
to shareholders.

TG L TEEAR AT

188,888

HaE -

(i)

(if)

(i)

(iv)

Share
options
equity
Capital reserve
reserve (i) RRE Total
IR G (i) JVENE 1 o
90,941 5,732 274,371
- 2,047 2,047
- (1,841) (1,841)
90,941 5,938 274,577
90,941 5,938 274,577
- 1,920 1,920
- (348) (348)
- (641) (641)
- - 11,190
90,941 6,869 286,698

AEEERNFHEERE _ZTTOFE - A+XA
EARMREEE QB RDMNEEBBAREE
FTABRER B AR 2 IR A EE R Z 5 o

ARAENFEEERBE_ZFTNFE_A XA
EAMBEIE AT NRERNBBAREE
TTARER Bt 8 2 RAE(EMEHE

BEHBBIEARA - BRTEEREEIER
RpEEEAEHZHER -

BRERTEAMRZ BENERR 2 ABE
TRAR RN R AR R R B R R R AR B - B A
B B8 A RIZASEAT IR B D B A i & 5 Rl AR B
ZFEHBRRAFIARE DR DR10% - B
NEERTEE  HARNKE - EXER/ER
ZE) B RIMT B D AR & A50% - BIHAR
FEE - OXEN B ENANEHERMER
AEE  BABRKBAREERKERIEME
BB ARRA - ERSEHEMBRR KRR
ERRASBERAARILE - RARNBEAR
AREERESHERTMER  WARRER
RZBARARBELOIBITAR -

RIBEFSBHERAE(BEITIAR) - AARAHS
K f+ 1 #) 5 286,698,000 T A R (Z BT X
1 274,577,000T ARE) o
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(All amounts in RMB thousands unless otherwise stated)

(FRAEHAEIN  FAFTBREAUTTARKETIE)

Non-current IR
Government loans, unsecured EI BT E K
Bank borrowings, secured EEABITEER
Bank borrowings, unsecured EIRIBITEE
Current BPER
Government loans, unsecured EI BB E
Bank borrowings, secured BEBRITEE
Bank borrowings, unsecured LB ITEE
Total borrowings EE#EE

Government loans represent unsecured loans from the State
Development and Reform Commission, Xiamen Development
Planning Commission and other Mainland China government
bureaus to finance the Group’s product development activities
and expansion of production facilities.

Government loans of RMB5,000,000 (2006: RMB5,000,000)
are repayable in 2018, and bear interest at 2.6%. Government
loans of RMB8,000,000 (2006: RMB8,000,000) are repayable
on demand, and bear interest at 7.6% per annum. Government
loans of RMB20,870,000 (2006: RMB20,870,000) are non-
interest bearing, and shall be repayable on terms and conditions
to be determined between the government bureaus and the
Group upon completion of the relevant project.

2007 2006
—2RLF e
5,000 5,000
3,121 6,698
50,000 =
58,121 11,698
28,870 28,870
62,402 94,268
7,000 =
98,272 123,138
156,393 134,836

BRERANREBRERAEZES
EFIMaT 8 R 8 e KA B AR A
B BEERER  BRAKEEMF
BRBEAERNG

X ¥ & 35,000,000 A R#E (T ZT 7
F : 5000000t ARE) BN _Z
—NFEE WK26EHME:FS -
T B 58,000,000 A RE (= ZEF
4 : 8,000,000 T A R#&) B E K
B WIRFENR7TE6EE - BHIFER
20,870,000 T AR (ZZZ N F
20,870,000t A R¥) B B A R i§i%
BENERERNEEETE 2GR RE
% RNEREIEE TREERER -

\ &H
>

Al

>

kv

%

—TTLEER
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(All amounts in RMB thousands unless otherwise stated) (S EEAEIN - FTAZEHUTITARESIE)

The maturity of borrowings is as follows:

Amounts repayable within a period:
— not exceeding one year — BB —F

— more than one year but not ——FUE B
exceeding two years BRI F
— more than two years but not —MENLE B
exceeding five years TEBBAF
— more than five years —HFLE

The effective interest rates at the balance sheet date were as
follows:

BFER
RITEE

Government loans
Bank borrowings

The carrying amounts of borrowings approximate their fair value.

The carrying amounts of the borrowings are denominated in the
following currencies:

Renminbi AR
Hong Kong dollar BIT
US dollar xETT

TG L TEEAR AT

AR AT BRI (B8 2 50

=1

REE B ZBRMZMT

K EH

=N

g%

ZIEBFRERMOT ¢

2007

—ETLE

98,272

3,121

50,000
5,000

156,393

2007
—BTLE

2.16%
8.5%

M RRE (AR

NHEREER

2006

—EERF

123,138

3,349

3,349
5,000

134,836

2006
—EERF

2.16%
5.9%

MRESREIA T ER REM

2007
—EELE
133,870
6,243
16,280

156,393

Group
£

2006
—EERF

119,870
10,047
4,919

134,836
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(All amounts in RMB thousands unless otherwise stated)

(Fr=HIEMESN -

FAFREANT TARKESIE)

The Group has the following undrawn borrowing facilities:

Floating rate
— expiring within one year
— expiring beyond one year

Nyv)
IRF %

—— SR
——FALFH

Total borrowings include secured bank borrowings of
RMB65,523,000 (2006: RMB100,966,000). Bank borrowings
are secured by the land property, plant and equipment of the
Group (Notes 6 and 7) and director’s and corporate guarantees.

The exposure of the Group’s borrowings to interest-rate changes

and the contractual repricing dates is as follows:

6 months or less
6-12 months
1-5 years

Over 5 years

61E AIAT

6—121&H

1—5%F
5F AL

AEEB TR ERERBE

2007 2006
—ETLE —EEAF
29,956 11,469
2,367 25,221
32,323 36,690

ME B IER KRR TERE5,523,000
TARB(ZZZ/RNF 1 100,966,000
ARE)  SRITERUAREEN L B
¥ WENREMEeRT) BIRERE
ZEERDERER -

AEENERENTEHRENEHNTE
ERHMAZENRERRIT

Group
58

2007 2006
—EELF ZETRF
55,393 62,836
46,000 67,000
50,000 -
5,000 5,000
156,393 134,836

—TTLEER
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(All amounts in RMB thousands unless otherwise stated) (S EEAEIN - FTAZEHUTITARESIE)

2007 2006
—ETLHF —EERF
Trade payables B ZZIRR 8,202 16,548
Bills payable FENEZiE 46,688 75,260
54,890 91,808
As at 31 December 2007, the aging analysis of trade payables RZBEZLF+_A=+—8 " EBHEX

and bills payable is as follows: SR RIERNEE ZRERDTWOT
2007 2006

—ETLHF TEETX
0 to 30 days 0E30XK 11,194 20,660
31 to 60 days 31EF60X 31,071 21,017
61 to 90 days 61290k 4,150 18,230
91 to 180 days 91F 180K 7,676 30,647
181 to 365 days 181%F 365K 28 84
Over 365 days H#iE365K 771 1,170
54,890 91,808
All trade payables and bills payable were denominated in RMB. BNRZERANENZEETIAARER
BAL o
Group Company
TEE AAT

2007 2006 2007 2006

—2RLFE _—TTRE —BRELFE _FTTRHE

Payable for construction and FEfE R BEYE

purchase of property, MENZEER

plant and equipment 6,922 3,173 - -
Output value-added tax payable TS TEIEER 8,891 15,050 - -
Accruals for fEET &R

- Administrative expenses —THEA 16,446 8,294 2,113 1,519

— Government loan interest —BREZFE 2,445 1,714 - =

34,704 28,231 2,113 1,519

TG TEEAR AT
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(All amounts in RMB thousands unless otherwise stated) (BB IEAEIN © FTEZEHUTITARESIE)

Structured interest rate swaps, EEER RIS
at fair value BAE

During the year, the Group entered into a structured interest rate
swaps (the “Swap”) with maturity in 2012 with a commercial
bank (the “Bank”), an upfront payment of USD5 million,
approximately to RMB38,588,000 was received by the Group
at the inception of the Swap and were initially recognised as
a derivative financial liability in balance sheet. The Swap is
remeasured at fair value as estimated by the Bank based on
certain assumption at each balance sheet date. Key terms of
the interest rate swap are summarised as follows:

Notional amounts:
Upfront payment:

USD50,000,000
USD5,000,000

Effective date: 16 April 2007
Maturity date: 16 April 2012
Group pays: 5% (annually)
Bank pays: 3% + 8%

(Index YoY Return — 1%)
Coupon capped at 10%
and floored at 0%
(annually)

Note (i)

On 18 March 2008, the Swap between the Group and the
Bank had been terminated. The Group paid USD4.2 million,
approximately to RMB29,615,000 on 20 March 2008 with
respect to this termination. There should be no further cashflows
from either party with respect to this Swap after the termination.
The gain on this Swap will be recognised as other gains in the
year ending 31 December 2008.

Note:

(i) Index means the Deutsche Bank Municipal Forward Rate Bias Index (the
“Index”) as published on Bloomberg.

2007 2006
—BTLE —BERF
37,837 =

RERN - AEBEHE-—FHEERIT(MR
TDET 2 EBUERN R (MR8 DR
ZE—ZF - HHE AR ARSE K
B — = g HA U 3R 3£ 705,000,000 7T 49 &
38,588,0007C A R - iR BARtA IRr IlE
AN EERBRPVIAER AT
CemEE BHRRETREEALEER
ERE TREMBE < A EBIEENGE
£ o FXBH BEEZHRBANT ¢

HERTH 50,000,0003% 7T
BESINER: 5,000,0003 7T
A —EELFMA+RA
EIHA R - —E—-FPA+AH
SEBET - 5% (&)
]R1T 3% + 8*
(FEEF L [O3R-1%)

Z8 FRAE10% MR AE0%

(H%F)

B EE()

RZFEZENF=ZA+NH  AEFHER
TZEMEBBHERLE  AEER=-F
ZN\EFE= A=+ HEF*T4,200,000
JC * #97/429,615,0007t A RE K IFH
iR AEBEBTERRIEER
SR B E AR SR - MK LR
HEENBNEEEHE_STNF
T A=+—BLEZFERAEREEM
Ug 25 o

Wi

(i) EEENZBARLBEMZRESTRTH
BT A R R e ([#52) -

—TTLEER
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(All amounts in RMB thousands unless otherwise stated) (S EIERESIN - FTAZEHUTITARESE)

2007 2006
—EELF —EERF
Interest income from bank deposits  $R{TF 2 | B8 A 3,469 3,136
Amortisation of deferred income BT R R 2 BB A
on government grants 19 115
Realised and unrealised loss on F =g B 7 430 [ R IR
interest rate swaps — net i bl (1,430) =
Net foreign exchange gains from F 2 B 2 [ 5 W e F 5B 2,181 =
interest rate swap
Others HAth - 1,701
4,239 4,952
2007 2006
—EELF ZEEX
Depreciation (Note 6) weE (MiEe) 11,648 11,161
Amortisation of prepaid operating HTENKEHES
lease payments (Note 7) FIE (MEE7) 110 110
Amortisation of intangible assets BisELEE
(Note 8) (Kt&E8) 2,332 3,974
Impairment of product development  Z IR ARIE
costs (Note 8) (K+3E8) 1,664 4,450
Employee benefit expense (Note 23) (EEEFIFY (FizF23) 27,682 22.406
Changes in inventories of finished R B R AE R
goods and work-in-progress FEEE 39,190 62,644
Raw materials and B ARE R EFEMS
consumables used 297,924 254,014
Transportation By 15,577 12,960
Advertising BEEE 123 564
Operating lease payments LiEHERS 2,864 2,289
Auditors’ remuneration SN & 1,479 1,175
Net exchange loss SRIE H g8 4,319 1,769

TG L TEEAR AT
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(All amounts in RMB thousands unless otherwise stated) (S EIEAESIN - FTAZEHUTITARESE)

Wages, salaries, other allowances
and benefits in kind

Bonus

Share options granted to directors
and employees (Note 15)

T4 - ¥Hae - Hihzeh
REYF =

TEAL
RTYTESEREBZ
IR (MI3E15)

Pension costs — defined contribution  R{REAKAS — TTEBH 2K

plans (Note a)

A&l (KisEa)

As stipulated by rules and regulations in Mainland China,
the Group contributes to a state-sponsored retirement
plan for its employees in Mainland China, which is a
defined contribution plan. The Group and its employees
contribute approximately 6% to 14% and 0% to 4%,
respectively, of the employees’ salary as specified by
the local government, and the Group has no further
obligations for the actual payment of pensions or post-
retirement benefits beyond the annual contributions. The
state-sponsored retirement plan is responsible for the
entire pension obligations payable to retired employees.

The Group has arranged for its Hong Kong employees
to join the Mandatory Provident Fund Scheme (the “MPF
Scheme”), a defined contribution scheme managed by
an independent trustee. Under the MPF Scheme, each of
the Group and its Hong Kong employees makes monthly
contributions to the scheme at 5% of the employees’
earnings as defined under the Mandatory Provident
Fund legislation. Both the Group’s and the employees’
contributions are subject to a cap of HK$1,000 per
month.

During the year, the aggregate amounts of the Group’s
contributions to the aforementioned retirement
schemes were approximately RMB1,385,000 (2006:
RMB635,000). As at 31 December 2007, the Group was
not entitled to any forfeited contributions to reduce the
Group’s future contributions.

2007 2006
—BFLE —BERF
22,129 16,965
2,248 2,759
1,920 2,047
1,385 635
27,682 22,406

BIBEFBERNMER  AEEAE
FREAHESRBRRAZEE
MPFGERFTEIHER - AEERE
BB o Rzt H BUF AT € 2 &
EH L H6%E14% N 0% % 4%
FoBRERFERTIN - AEEH
BEBREERIMERASHR
KERMZEE - BRAAIZE
REst8EERMGTERRERZ
—ERBHIEE ©

REBEOLRHEREREESER
B EE AT R 2 EREHE RS
B AEERE ([RESE
g - BIERESHE - AEH
MEEBEEBAT AIRRBRAESE
RESIENTET 2 EB K AS%
FEBEMEEHER - mMAKERE
B A#K ERA1,0008 7T °

TN ANEBEBHLEARIKESE
2 2 R4 RE4) 51,385,000
ARE(ZZZT/RNF 1 635,0007C
ARE) RZZEZTLF+_-A
=t+—H  AEETED LU
KA RERDE BB -

—TTLEER
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(BRABHEAEIN  ETREAUT TARKETIE)

The remuneration of each Director for the year ended 31
December 2007 is set out below:

Name of Director

BEng

Executive directors
Mr. Yang Yirong
Mr. Gong Xionghui
Ms. Lu Jiahua
Mr. Lin Like
Mr. Han Huan Guang

Non-executive director
Mr. Feng Tao

Independent non-executive
directors
Mr. Yau Fook Chuen
Mr. Wong Yik Chung, John
Mr. Zheng Lansun

78S
BREAE
REBLA
EXENL
b
BRERAE

FRTER
REE

BUFHTES
EREEE

BEBEL
BRERL

G L TEEAR AT

Fees

ik

139
139
64

342

Salaries,
other
allowances
and benefits
in kind
e
Hit2i
RENERN

1,625
885
830
822

1,321

5,503

RE-FTLET-A=+-8
LEE REEZMEBND

T

Retirement
benefit-
defined

contribution
plans

BRKRER -

EEHRE

o 0

12

37

Share options
granted to
Directors
BRTEZ
ZBRE

38

283
283

283

38
38
38

1,001

Total
@t

1,672
893
838

1,105

1,616

283

186
184
106

6,883
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(All amounts in RMB thousands unless otherwise stated)
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(Br=HIEMESN -

FAFRENT TARKESIE)

The remuneration of each Director for the year ended 31
December 2006 is set out below:

Name of Director

B2

Executive directors BIES
Mr. Yang Yirong BRBEE
Mr. Gong Xionghui BEELE
Ms. Lu Jiahua BFELL
Mr. Lin Like WhR &S
Mr. Han Huan Guang BELRAE

Non-executive director FaTES
Mr. Feng Tao BRtE

Independent non-executive BUIEHITEE
directors
Mr. Yau Fook Chuen ERERAE
Mr. Wong Yik Chung, John ~ SEHEA
Mr. Zheng Lansun HEHLE

Notes:

Salaries,

other

allowances
and benefits  Discretionary
in kind performance
e bonus
Fees Azl BRRER
we  REWERN @ EEBTA
- 1,412 300
- 713 378
- 713 378
- 578 350
- 669 200
140 9 60
140 9 60
70 - -
350 4,103 1,726

None of the directors waived any emoluments during the year ended 31

December 2007 (2006: Nil).

HE-_TZRET-HA=1+—H
IEFE JBE=ZHEHIIW
T

Retirement
benefit-
defined  Share options
contribution granted to
plans Directors
RINEN - BRYES Total
TR  BEliE ECE)
7 41 1,760
7 - 1,098
7 - 1,098
- 304 1,232
7 304 1,180
- 304 304
- 41 250
- 41 250
- 41 111
28 1,076 7,283
Kt -
BE_ZTLE+_A=+—HLFE

VHREEHREAME(ZFTREF :
) -

—TTLEER
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(All amounts in RMB thousands unless otherwise stated) (S EIERESIN - FTAZEHUTITARESE)

The five individuals whose emoluments were the highest in
the Group for the years ended 31 December 2007 and 31
December 2006 exclusively comprise the five highest paid
directors whose emoluments are reflected in the analysis
presented above.

During the years ended 31 December 2007 and 2006, no
emoluments were paid to the directors of the Company or
the five highest paid individuals as an inducement to join
or as compensation for loss of office.

Interest expense on: FERY
— Bank borrowings wholly repayable —EARAFEREHEER
within five years ZRTEE
— Government loans wholly repayable —ZERAERNDHEE
within five years ZBNER

TG L TEEAR AT

AEBHE-_ZTT+LF+ - A
—+t—BER-_ZETXRF+-A
=+ HIEFEZRERSFA
TZHEERERER EXHT
NZABREHES o

BE_ZTLFR-_FTTRF
TZA=+—HLEFE  ¥ER
ARREBEERZEEARHFAL
SAEAME - ER%RSIR R
2 B R R 2 e

2007 2006
—BRtLF —FEAF
5,623 5,913

732 732

6,355 6,645
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n:

B EmRMATE

Current taxation

RAEHEA

— Mainland China enterprise

Notes:

(a)

(b)

(c)

(d)

— R EAH RS

income tax

Hong Kong profits tax
No Hong Kong profits tax has been provided as the Group had no
assessable profit arising in or derived from Hong Kong.

Mainland China enterprise income tax

The subsidiaries established in Xiamen, Fujian Province, Mainland China
are subject to Mainland China enterprise income tax at a rate of 15%
(2006: 15%). In August 2003, Xiamen Doingcom Chemical Co., Ltd.
was accredited as a New High Technology Enterprise and accordingly is
exempted from payment of enterprise income tax for two years starting
from year 2003. In November 2006, Xiamen Doingcom transformed
from a domestic enterprise to a wholly foreign owned enterprise. It has
obtained approval from Mainland China Tax Bureau to be exempted
from enterprise income tax for two years starting from the first year of
profitable operations, followed by a 50% reduction in enterprise income
tax for the following three years, Xiamen Doingcom has commenced to
enjoy its tax holiday in year 2007.

On 16 March 2007, the Fifth Plenary Session of the Tenth National
People’s Congress passed the Corporate Income Tax Law of the People’s
Republic of China (“the New Tax Law”) which will take effect on 1 January
2008. From 1 January 2008, the income tax rate for the operating
subsidiaries mentioned above will be gradually changed to the standard
rate of 25% over a five-year transition period. According to the Circular 39
passed by the State Council on 26 December 2007, the tax exemption
and reduction will be terminated latest by 2012. The Group has assessed
the impact of the change and consider the financial effect on the change
in tax rate does not have material effect to the accounts.

Overseas income taxes

The Company is incorporated in the Cayman Islands as an exempted
company with limited liability under the Companies Law of the Cayman
Islands and, accordingly, is exempted from Cayman Islands income tax.
The Company’s subsidiaries established in the British Virgin Islands are
incorporated under the International Business Companies Acts of the
British Virgin Islands and, accordingly, are exempted from British Virgin
Islands income tax.

Mainland China value-added tax

The subsidiaries established in Mainland China are subject to Mainland
China value-added tax (“VAT”) at 17% (2006: 17%) of revenue from sale
of goods in Mainland China and entitled to a VAT export refund at 5% (2006:
13%) from sale of goods outside Mainland China. Input VAT paid on
purchases can be used to offset output VAT levied on sales to determine
the net VAT recoverable/payable.

BRE -

(a)

(b)

(c)

(d)

2007 2006
—TTLE %

7,514 8,982
BBNEH

MRS B BT R B S REUERD
A E I E S E AR ST o

hE At T EH

R B A EEA B 2 M B AR
B15%( =TT NG 165%) Z B RGN &
WM¢%%@ﬁ°*;"*¢AH B
(L ER A Tﬁmﬁ&m¢¥
lmﬁﬁfzzft%%%mmiﬁ
ME - —TTXFE+—A - ﬁﬁ¢ﬁmg
ERABBHANELEEARINERLE I
BESHENFHHEBHEE a@ERNF
EREMDEMSHME  HE=F204
EAEHARY - BEMFHREBERA
A RE Z T TN R & E R WE
%c

RZFTLF=A+"H " %+F1IA
RRZEAEELRERBBAR_ZZNEF
—A—A8H ﬁﬁK$§AE LA B 1 BEFTAS
BOENIFBOED) - R=ZZEENF—HA—H
B LR ERBR Thﬂﬁﬁﬂ&%m
%ii FRIRAER 5% o RIBBIKR N =
T LFF+ A NARBHEIE39%R
BA - RERERBAEZEFEN_T—=
FERIE - EEBFEHEZHNTE R
RUESEH I GHRAELEEANB
&,

BINREBE
ARRREHERBRAREEREHST
MR SERRAERAT - FHEH R
MWRSEEMEH - AARIERER LR
SRS B A B TOAR 1 B o pe A B & B
MR EARDEE ML - B b B % 8
BB AISH

AR B it S (E Y

PR B AR 37 2 BB A B FE P B i K
BIMEEERZMABS RIRLTR( =TT
N AT%) - BN B A S ER ([ EE
Bl BEEOEEN=SEERLEAR
FREEF BRI R A5%(2006 : 13%)) ° 5F
Frm A E R RN RER Y
2 TE IR E R ] A ER 8 L S Rk 2
SHIEIRERT o

—TTLEER
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The tax on the Group’s profit before income tax differs from the
theoretical amount that would arise using the relevant enterprise
income tax rate in Mainland China, where substantially all of the
Group’s profit was earned, and the reconciliation is as follows:

Profit before income tax B BT 15 55 A1 Va2 )

Tax calculated at domestic tax rates  ZARBEBEF G FEH 2
applicable to profits in AR ETE 2 BB
the respective countries

Income not subject to tax BERTA

Tax losses for which no deferred WEERERIRLET SR EE
income tax asset was recognised FrEE AT IR G 1B

PRISTHIAR X

Income tax expense

The weighted average applicable tax rate was 5.4% (2006: 8.6%).

As at 31 December 2007, the Group has unrecognised
tax losses of approximately RMB91,824,000 (2006:
RMB72,555,000), which can be carried forward to offset future
taxable income. Included in the tax loss as at 31 December
2007 was a loss of RMB8,294,000 (2006: RMB5,597,000) that
will expire during the period from 2008 to 2012 (2006: 2007 to
2011), while other losses can be carried forward indefinitely. The
deferred tax benefit of such tax losses has not been recognised
as it is not probable that future taxable profit will be available
against which the unutilised tax losses can be utilised.

TG L TEEAR AT

NAEBRAAGHAEMNAEZHE
37 AR SR B P15 48 K B0 0 08 7 R 3
EPI*EF%ZWiﬁzm%ﬁﬁ SHRERAEZ

EmEEEER  HIRWT ¢
2007 2006
—EELF —EBERF
138,048 104,417
12,334 7,969
(6,971) (665)
2,151 1,678
7,514 8,982

BARAMEFHHEES.4%( —FZNF ¢
8.6%) °

R_ZEZE+tF+=-_A=+—H A&EH
BARERE B EEL91,824,0007T A
RE(ZZZ X4 : 72,555,000T AR
) A AR IRERBIWA o B
TR LF+ A=+ —HBzZHREER
BIEE188,294,000 T AR (ZFZ X
% : 5,597,000C AR A HIE R
—EENFETE——F(ZTERF:
ZETEFEFT——F)EER - &
BRI ERBAEE - ARE TS ER
R FE R A Al AR B A 2 B RS IS
B - At Fl RS EE CIRERIE
S EFERAMR ©
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The profit attributable to equity holders of the Company is dealt
with in the financial statements of the Company to the extent of
RMB31,844,000 (2006: RMB11,669,000).

Basic earnings per share is calculated by dividing profit
attributable to equity holders of the Company by the weighted
average number of ordinary shares in issue during the year.

Profit attributable to equity holders
of the Company

Weighted average number of ordinary & 3517 & i@ A% INAE 15 81
shares in issue (thousands) (F)
Basic earnings per share ERERBN(GRARE)

(RMB per share)

Diluted earnings per share is calculated adjusting the weighted
average number of ordinary shares outstanding to assume
conversion of all dilutive potential ordinary shares. The dilutive
potential ordinary shares of the Company mainly comprise the
share options. A calculation is made in order to determine
the number of shares that could have been acquired at fair
value (determined as the average monthly market share price
of the Company’s shares) based on the monetary value of the
subscription rights attached to outstanding share options. The
number of shares calculated as above is compared with the
number of shares that would have been issued assuming the
exercise of the share options.

EAUNEI: S S ePN gl

RAATHBRREIE 2 AD RIS
B AFEAG % 7 A31,844,0007T A R
(ZET/NF : 11,669,000TARE) -

BREABANIREARAREFAA

G FBRFEAR BT BRNETS
Bty -

2007 2006

—EZLF —EBERF

130,465 95,440

466,407 461,000

28.0 Centsfll 20.7 Centsfll

BREERNBRMETEENELEE
LH%&FJ@@: *ETFE%{TE & A o
BFEREBETE - AR A #ENE
E@Hxiﬁ’@%%ﬁﬂ%ﬁ RIERITER
BAEFM M RERRNEREE  EER
NHE(EER/ARBRNDHFHAED
B)ABANKRNEE - WA LETAFE
M E - BERBEETEMED
BITERRMD BB EH LR

—TTLEER
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Profit attributable to equity holders RARE=RFEA
of the Company FEAE &R

Weighted average number of ordinary B 377 & BAAY
shares in issue (thousands) IR g (FED)

Adjustments assuming the exercise  REREEAXIEML 1T
of share options (thousands) R (F&H)

Weighted average number of ordinary & #iﬂﬂéﬁ%l‘aﬂﬁ’]

shares for diluted earnings per share AR A hfE

(thousands) $i’ﬂ§5(($§ﬂ
Diluted earnings per share EREERT

(RMB per share) (BBRARE)

During the year ended 31 December 2007, a final dividend for
the year ended 31 December 2006 of RMB10,493,000 (HK2.3
cents/share) (2006: 2005 final dividend of RMB5,720,000
(HK1.2 cents/share) and an interim dividend for the year ended
31 December 2007 of RMB4,537,000 (HK1 cents/share) (2006:
2006 interim dividend of RMB3,733,000 (HK 0.8 cents/share)),
were paid by the Company, totalling RMB15,030,000 (2006:
RMB9,453,000).

A final dividend in respect of the year ended 31 December
2007 of HK 3.5 cents per share, totalling approximately of
RMB14,760,000, is to be proposed at the annual general
meeting on 9 May 2008. These financial statements do not
reflect this dividend payable.

Interim dividend paid of HK1 cents IR B B TR BAR
(2006: HKO.8 cents) VEIN(ZZTREF :
per ordinary share 0.8781l1)

Proposed final dividend of HK3.5 B R EARR BB IS B
cents (2006: HK2.3 cents) 35BI(ZZTERE
per ordinary share 2.3781)

TG TEEAR AT

2007 2006
—EEEF “EBEREF
130,465 95,440
466,407 461,000
20,626 2,818
487,033 463,818

26.8 Centsfll 20.6 Centsfll

REEZE_TEZ+tF+_A=+—HIL
FERN m&aﬁ/ﬁ&ﬁls,oso,oooﬁ
ARE(ZE ::/‘*\ﬁ : 9,453,000 7T A
RE) 2B - 2 58$%10,493,0007T
AR (Fh&2. 3%%)2_7 TRER
KRB (ZEZ/NF : 5,720,0007T A
R (BlR1.28W) 2 — ST AF KR
% B.) 14,537,000 7T A R (G175
i) 22007 FHFHRE(ZTTRF
3,733,0007T AR ¥ (F%0.87811L) 2 =
TTRFERHKE) -

RZEENFRANBRITZBREREAF
Aet EREE-_TTLF+=A
=+ —BAIEFERRAPREFRI.5HE
fili » & $£#914,760,0007T A RH#E o 8175
R R BRI AT AR S -

2007 2006
—EEEF —EERF
4,537 3,733
14,760 10,493
19,297 14,226
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Profit for the year
Adjustments for:
— Income tax expense (Note 25)
— Depreciation (Note 6)
— Amortisation of:
— Land use rights (Note 7)
— Intangible assets (Note 8)
— Deferred income on government
grants
— Impairment of intangible assets
(Note 8)
— Loss/(gain) on disposal of property,
plant and equipment (see below)
— Gain on disposal of
available-for-sale financial assets
— Employee share option costs
(Note 23)
— Fair value loss on derivative
financial instrument
— Unrealised exchange gain on
derivative financial instrument
— Interest income (Note 21)
— Interest expense (Note 24)
Changes in working capital:
— Inventories
— Trade receivables
— Prepayments and other receivables
— Pledged bank deposits
— Trade payables and bills payable
— Accruals and other payables
— Amount due to a related company

Cash generated from operations

FRE A
BT HAE -
— S BiRA s (FHRE25)
—rE(fI5Ee)
—HIHA T RR -
— ol AR (FRET)
—mivEE(HE8)
— BT R Z R AW A

—Emi A ERE (HE8)

—HEME  BELERELZ
B (W) (RTFX)

—hEAHEESREE RS

— {2 B AR AN (P3E23)

—TEERmIT AL
NFEEE

—TEERmIT AL
AREIRE W Yan

—F S A (M EE21)

—FERFX (HiFE24)

BEESET

=&

— BB SRR

— TR FRIR e E At FE UL IR

—SHEIRRITIER

—BNRBEARENRR

— FERT IR R E A FE S 5B

— BN EERRFEA

REXBEEZRE

In the cash flow statement, proceeds from sale of property,

plant and equipment comprise:

Net book amount (Note 6)
(Loss)/gain on sale of property,
plant and equipment

Proceeds from sale of property,
plant and equipment

MREDFE (H15E6)
HEME  BELREZ
(&8), s

HEME - BERREAEHA

2007
—gBLE

130,534

7,514
11,648

110
2,332

(19)
1,664
334

(140)

1,920
1,430

(2,181)
(3,469)
6,355

(6,557)
(50,749)
(20,397)

15,468
(36,918)

6,473

(3,880)

61,472

2006

—EERE

= =<

95,435

8,982
11,161

110
3,974

(115)

4,450

(3,136)
6,645

(5,626)
(13,133)
14,739
(37,580)
43,747
(2,337)
3,880

133,204

RRERER  HEVE  BEEERE

S IABREIATRIA

2007
—gBLE

336

(334)

2006
—ETAF

— ==

13

12

25

—TTLEER
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Authorised and contracted ERERFTAVERERE
but not provided for
— Construction-in-progress —TERIREBUARYE -
and property, plant B E K a%

and equipment
— Product development projects — &= f B3t 2l
— Land use rights — L Hb A

The Group leases certain premises under non-cancellable
operating lease agreements. The lease have varying
terms, escalation clauses and renewal rights. The
lease expenditure expensed in the consolidated income
statement during the year is disclosed in Note 22.

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

Not later than 1 year TR —F
Later than 1 year and not HBE—FRETNEBRF
later than 5 years

TG L TEEAR AT

2007 2006
9,861 101,164
6,450 4,370
3,244 3,244

19,555 108,778

AEERBEZ DA HELEH
WipEHEHESTYE - ZFHY
2 - MBI R EE
MA— - FAREGRA Bk H
Z GRS AN 22K EE -

AREERBENAIBHELEHO
AERKEESEFENT

2007 2006
—ERLHE —ETRF
2,809 2,494
3,118 3,000
5,927 5,494
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The Company is 41% owned by Marietta Limited (incorporated
in British Virgin Islands) which is owned by Mr. Yang Yirong. The
remaining 59% of the shares are widely held.

The following transactions were carried out with related parties:

Salaries and other shortterm  #& M EMRE HiE S EF
employee benefits

Discretionary performance BRI FEMZIBIELL
bonus

Share-based payments VAR B 2L /) 2 1+

Mr. Yang Yirong BRI A

Ms. Lu Jiahua ERFELL

Balances with directors were unsecured non-interest
bearing, and are repayable within one year.

No advances were made to Mr. Yang Yirong or Ms. Lu
Jiahua durng the year ended 31 December 2007 and 31
December 2006.

A company benefically owned  —RIFRIGRE L AE
by Mr. Yang Yirong BB ZAF

Balances with the related company were unsecured,
non-interest bearing and are repayable within one year.

KR aE41%KE 25 EH*F%@%M%EEH
BRBEZBEEAMKIZA
Marietta Limited# A ° %T59%ﬁ%£ﬁﬁ
W ALTHR -

TIREBREALTETZIRS

2007 2006
—EZLF —EBERF
6,507 4,053

- 1,826

1,001 1,076
7,508 6,955
2007 2006
—EELF —EBERE
1,167 141

300 -

1,467 141

ESZREBRREER 28 RA
R—FREE -

HE_ZTZZ+F+_-_A=+—H
ERZZTEERNE+A=+—H1t
FE - AEBWERGERBELE
HERELLTRNNFIE -

2007 2006

- 3,880

FE AR ERARERER 28
MER—FAEE -

—TTLEER
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Turnover

Operating profit
Finance costs

Profit before income tax
Income tax expense

Profit for the year
Dividends

Attributable to:
Equity holders of
the Company
Minority interest

Non-current assets
Current assets

Total assets
Shareholder’ equity

Non-current liabilities
Curren liabilities

Total liabilities
Total liabilities and equity
Net current assets

Total assets less
current liabilities

HE

z«< PS> g ﬂ

ﬂé%$

B PS8 B A
FriSHi

F A4 7

==
a
c

o

e
ARAIESFEA

DB R A

&

TG L TEEAR AT

2003
—ERE=F
RMB’000
FLARE

223,152

61,854

(7,174)

54,680

54,680

7,600

54,680

54,680

2003
—EE-F
RMB'000
FrARE

115,695
168,155

283,850
85,888

70,669
127,293

197,962
283,850

40,862

156,557

Year ended 31 December

BE+t-A=1t—HLEE

2004
—ZTF
RMB'000
FLARE
276,491

73,586
(7,003)

66,583
(5,230)

61,353

9,650

61,354

61,353

As at 31 December

2005
—ETRF
RMB'000
FLARE
384,417

84,837
(6,864)

77,973
(6,923)

71,050

9,605

71,120
(70)

71,050

2006
—EEXR \E
RMB’000
FTTARE
532,975

111,062
(6,645)

104,417
(8,982)

95,435

14,226

95,440

95,435

HE+-A=1T—-HLEE

2004
—ZETNF
RMB’000
FIL AR
141,773
344,070
485,843
320,790

5,134
159,919

165,053
485,843

184,151

325,924

2005
—ETREF

RMB'000
TEARE

212,204
436,965

649,169
445,014

5,020
199,135

204,155
649,169

237,830

450,034

2006
—ETRF
RMB’000
FrRARKE

254,524
540,371

794,895
533,060

11,698
250,137

261,835
794,895

290,234

544,758

2007
—FLF
RMB’'000
TRARY
612,159

144,403
(6,355)

138,048
(7,514)

130,534

19,339

130,465
69

130,534

2007
—EZtHF

RMB’000
FTRARY

386,327
564,742

951,069
663,807

58,121
229,141

287,262
951,069

335,601

721,928
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Fine Chemicals

EcoGreen Fine Chemicals Group Limited
EFIT&%%H{EI%EBE/A\a*

www.ecogreen.com
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