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China XLX Fertiliser Ltd. (“China XLX” or the “Group”) is located in the
Henan province of the People’s Republic of China. Immersed in the central
plains culture and Confucius teachings, the concept of “sincerity and trust”
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Financial Highlights

RMB Million

FY2004

FY2005

FY2006

FY2007

Revenue
GP

GP margin
PBT

PAT

522
131
25.0%
83
69

626
151
24.1%
100
69

890
212
23.8%
152
129



Chairman’s Message

Dear Shareholders,

| am pleased to present the inaugural annual report of China XLX Fertiliser
Limited. On behalf of our Board of Directors, | welcome all of you as our
Group’s valued shareholders.

FY2007 was an excellent year for China XLX. On 20 June 2007, we became
the first fertiliser company to be successfully listed on the mainboard of the
Singapore Stock Exchange. This event marks a significant milestone in the
history of our Group.

Strong Capabilities

China XLX is principally engaged in the manufacture and sale of urea,
compound fertiliser and methanol. Urea is our main product accounting for
about 60.2% of FY2007 overall revenue or 70.3% of FY2007 overall gross
profit.

Our key strength lies in our ability to be cost efficient. Due to our strategic
cost advantages, our urea production cost is about 23% less than the
industry average making us the lowest coal-based producer in Henan and
the fourth lowest coal-based producer in the PRC.

Being cost-efficient is the most important strategy that one needs to
adopt in any industry. Both urea and methanol products have little product
differentiation and producers are generally price-takers in the fragmented
PRC market. We attribute our cost efficiency to our ability to significantly
reduce our coal and electricity costs which makes up more than 65% of
our urea/methanol production costs. We are competitive for the following
reasons. Firstly, we enjoy economies of scale as the largest coal-based urea
producer in Henan and sixth largest coal-based producer in the PRC. Secondly,
our strategic location in Henan is very near the coal mines, thus enabling
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us to lower our coal transportation costs. Thirdly, having our own cogent

plants reduces our electricity costs by about RMB10 cents/kwh. Fourthly,
by adopting fully-automated techniques and advanced technologies, we
consume less coal and electricity in our production of urea and methanol.
Lastly, the production of urea and methanol in a fixed proportion helps us
lower both urea and methanol costs due to cost synergies when both are
produced at the same time.

We possess two main competitive advantages for our compound fertiliser.
Firstly, we have the largest farmers’ service centre in Henan which we use
to educate the farmers on proper application of compound fertiliser. This
helps to increase their awareness of our “ " brand and our product
acceptance. In FY2007, although there was no increase in our compound
fertiliser production capacities, our compound fertiliser revenue increased
52.3% due to higher sales volume. Apart from having the largest service
centre in Henan, we also enjoy better cost efficiencies in our compound
fertiliser product as we use liquid urea, an intermediate product of solid urea
which we sell, as the feedstock to produce compound fertiliser. The use of

liquid urea also reduces the need for package and transportation.

Strong Results

FY2007 was a bountiful year for our Group in terms of our financial
performance. Our revenue rose 73.2% from RMB890.2 million in FY2006 to
RMB1.54 billion in FY2007. Our net profits soared by a sterling 145.7%, from
RMB129.1 million in FY2006 to RMB317.2 million in FY2007. This was due
mainly due to increased capacities in our second plant which commenced
in September 2006, which saw a doubling of our production capacity for
urea and tripling our production capacity for methanol. In addition, we also
successfully reduced our costs which resulted in our overall margin rising to
its highest of 27.0% since FY2004.



Mr Liu Xingxu
Chairman and CEO
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Chairman’s Message

Strong Prospects

Our industry, although increasingly competitive, offers promising growth
prospects to our Group. China remains to be the world’s largest producer
and consumer of urea, and we are quite optimistic that the uptrend in the
demand for our core products will be sustained in the coming years. Demand
for urea and methanol is expected to remain strong on the back of high oil
prices. This is because a significant amount of urea is used in growing corn
which produces ethanol for bio-fuel use and methanol is used as feedstock
for DME used in LPG. In our pursuit of long-term growth, we do not rule
out the possibility of vertical integration as we continue to capitalise on
the growing coal-based chemical industry and set sights on new business
opportunities.

Currently, the Group have two production plants in Xinxiang, Henan. To ride
on the increasing demand for urea in the PRC, we are now building a third
urea plant which will increase our urea and methanol annual production
capacities by 400k tons and 50k tons respectively. When completed by
3Q2009, we expect our total annual production capacities to be 1,120k
tons of urea and 150k tons of methanol. In addition, our plan also includes
constructing an additional 100k tons compound fertiliser production line
every year, which will increase our current production capacity from 300k
tons to 600k tons by end FY2010.

While we increase our production capacities, we also aim to improve our cost
efficiency further each year through technical upgrading. The completion
of our new power generator systems have increased our electricity self-
sufficiency from 35% to 70%. This will reduce our electricity costs this year
significantly. In addition, we are also planning to build a railway extension to
our second plant, a move that will further reduce our transportation costs

06 - Annual Report 2007

once completed. The third plant that we are now building is also expected to

bring greater cost efficiencies with better technologies.

| cannot over-emphasise the importance of maintaining cost efficient as
there may be potential deregulation in the industry. This will lead to an
industry consolidation, where only the fittest will survive. Being large and
cost-efficient will provide us greater opportunities to strengthen our industry
leadership position further in this fragmented industry through acquisitions
of smaller fertiliser producers in an increasingly competitive business
environment. As such, we intend to focus on building a strong balance sheet
to enable us to embark on any acquisition when the opportunities arise.

Acknowledgements

FY2007 was indeed a fruitful year for China XLX. Our achievements would
not be possible without the people who continually strive for excellence for
our Group.

I would like to take this opportunity to thank all our board members who have
shared their experience and expertise to take our Group to new heights. |
also wish to thank our management team and staff for their dedication and
hard work. Last but not least, | would like to express my deepest gratitude to
you, our shareholders, for your continued support. Together, | believe we can
deliver an even better performance for a better tomorrow.

Mr Liu Xingxu
Chairman and CEO






Urea

Urea provides nitrogen
to crops and serves
as a raw material

for products such as
agricultural fertilisers,
plastic, resin, coating
materials and
pharmaceuticals.

Compound
Fertiliser

Compound fertiliser
includes nitrogen,

phosphorus & potassium,
all the nutrients that the
soil needs and is suitable
for the growing of wheator

& potassium,










RMB 10 cents / kwh cheaper than the utility board.



Prospects and Growth Drivers

Average Selling Prices

Rising oil prices has increased international urea prices
substantially as urea is used in the cultivation of corn, a feedstock
for bio-fuels. This ensures that urea prices will be maintained at
high levels. Oil prices have also increased the price and demand
for methanol. Methanol is used to produce Dimethoxymethane
(DME), a feedstock for the production of Liquefied Petroleum Gas
(LPG) or as a fuel additive.

Only urea is subject to price ceiling controls. We are hopeful that
the PRC government will increase its existing price celiing as it
had done in 2004, 2005 and 2006.

* Subject to changes

Third Plant

China XX is currently building a third plant to capitalise on the
increasing demand for urea. This plant will increase urea and
methanol capacities by about 400,000 tons and 50,000 tons
respectively. The entire construction will cost about RMB930
million and is targeted to complete in 3Q2009. In addition, the
Group plans to undergo technical upgrades to its old plant
which will increase its production capacity by 40,000 tons in
FY2008. The Group also plans to increase its compound fertiliser
production capacity by 100,000 tons each year up to FY2010.
(See production capacity table on the right)
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The Group’s main product is urea, which accounts for about 70% of our
overall gross profit as urea is the most commonly used fertiliser in the PRC.
Compound fertiliser accounts for about 14% while methanol constitutes the
remaining 16% of our product mix.

Both urea and compound fertilisers are chemical fertilisers used to enrich the
nutrients in the soil. Methanol is produced & widely used in the downstream
chemical industry such as DME & Formaldehyde production.

Operations Review

Urea

Urea [CO(NH2)2] is the primary fertiliser widely
used by the agricultural industry in the PRC

& it has the highest nitrogen content (46.3%)
amongst all nitrogenous fertilisers.

Nitrogenous fertilisers account for about 64% of all fertilisers used in the
PRC. Of this, urea constitutes over 60% of all nitrogenous fertilisers. As the
PRC's policies on the fertiliser industry undergo a revamp, the demand and
use of urea is expected to sustain a growth of 5 — 10% in the next three to
five years. Agriculture forms a cornerstone of the PRC’s economy, which

consequently cements the strategic position of the urea industry. Further-

more, the government’s progressive agricultural policies have brought about
an environment conducive for the urea industry to grow. (Source: CNCIC
Report)

In 2007, we produced 705k tons of urea products, sold 593k tons and
used 101k tons of urea for the production of compound fertiliser. Urea sales
amounted to RMB928 million or 60% of total sales, a 72% increase when
compared to FY2006. Gross profits from urea products registered RMB293
million or 70% of overall gross profit, an increase of 109% over the previous
year.




Operations Review

e Compound Fertiliser

Compound fertiliser include all the nutrients that soll
needs: Nitrogen, Phosphorus and Potassium. The
composition of each mineral need to be customised to
suit the demands of different types of soil and crops so
as to achieve optimal agricultural production yield.

Compound fertilisers can be categorised into low concentration compound
fertilisers and high concentration compound fertilisers. Our Group mainly
produces high concentration compound fertilisers. According to the
CNCIC report, there are about 4,000 compound fertiliser producers in the
PRC at the end of 2006. The PRC'’s total production volume of compound
fertilisers increased by approximately 25% to over 40 million tons in 2006
as compared to 2005, 23.7% of which comprises of high concentration
compound fertilisers.

The Group is ranked first in Henan based on its current high concentration
compound fertiliser capacity of 300k tons annually. According to the CNCIC
report, the demand for high concentration compound fertilisers for exceeded
its supply in Henan in 2005. Henan produced 1.7 million tons of high
concentration compound fertilisers in 2005. This compared to 3.0 million
tons consumed in Henan in 2005.

In 2007, we produced 231k tons of high concentration compound fertiliser
products, attained sales volume of 229k tons and realised sales of RMB401
million or 26% of total sales, an increase of 52% compared to FY06 despite
having increase sales efforts in capacities. Gross profit from compound

fertiliser products registered RMB59 million or 14% of overall gross profit, an

increase of 42% over the previous year.
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Methanol

Methanol is a fourth important type of organic
industrial chemical after ethylene, propylene and
benzene.

Over a hundred other industrial chemical products are derived from methanol and are widely
used in medicine, agriculture chemicals, dyeing, coating, plastics, synthetic fibres, synthetic
rubbers, solvents as well as fuel for industrial and domestic use.

With the development of the global chemical industry and booming economic growth in
the PRC and the Asia-Pacific region, the methanol market has been rapidly expanding.
In recent years, the PRC has been advocating the development of methanol products
as an alternative to petroleum fuel. In addition, the successful development of methanol
batteries have forged a new market and opened opportunities to further develop methanol
products.

The concurrent production of methanol by the nitrogenous fertiliser industry is in line with
the government’s initiative to consolidate the use of resources. As it is investment-friendly,
effective, saves energy and environmentally friendly, 161 out of 500 nitrogenous fertiliser
enterprises also produce methanol. Their combined production capacity comprises 48.9%
of total capacity of methanol in the PRC. There are about 30 methanol producing enterprises

in Henan, producing 1.7 million tons of methanol per year. The Group is a leading methanol

producer, ranked second in Henan.

In 2007, we produced 93k tons of methanol products, attained sales volume of 92k tons
and realised sales of RMB206 million or 13% of total sales, an increase of 92% compared to
FYO06. Net profit from methanol products registered RMB67million or 16% of overall gross
profits, also an increase of 116% over the previous year.

Operations Review




Financial Performance

Financial year ended 31 December 2007 (“FY2007”) had been
a bountiful year for the Group with net profit increasing 146%
to RMB317 milion. The combined effect of the competitive
advantages enjoyed by the Group had brought about record
profits and margin registered for the year.



efficiences. This increased the gross margin for urea by about
4%. This was mainly due to commencement of the new plant
which enabled the Group to reduce coal and electricity costs
with better technologies.

3. Lower income tax expenses as the group’s China subsidiary is
a wholly foreign owned enterprise which enjoyed full exemption
in its income taxes for FY2007. It will continue to enjoy full
exemption in its income taxes for FY2008 and 50% exemption in
FY2009, FY2010 and FY2011.

Financial Position

The Group is now in a much stronger balance sheet position
at the end of FY2007 compared to end FY2006. Net assets
increased from RMB67 milion as of 31 December 2006 to
RMBL1.1 billion as of 31 December 2007. The main reason is
due to the Initial Public Offering launched in June 2007 which
increased its share capital by RMB772 milion and net profits
for the year of RMB317 million. Fixed assets increased by
RMBB806 million largely due to the acquisition of the old and
new plants with its related liabilities (the “Assets”) after obtaining
shareholders approval in October 2007. Cash, bank balances
and fixed deposits amounted to RMB510 million which after
netting interest-bearing loans and borrowings amounted to a net

Financial Analysis

cash position of RMB133 million.

Cash flow

Cash and cash equivalents increased by RMB349 million in
FY2007. This was due mainly to the net proceeds from the issue
of new shares of approximately RMB772 million, proceeds from
loans of RMB30 million, proceeds from government grants of
RMB8 million and net cash flow generated from operations of
RMB308 million. The increase in cash and cash equivalents
were partially offset by the discharge of loans and borrowings,
acquisition of Assets, repayment of liabilities from Assets
acquired and purchase of property, plant and equipment of
RMB327 million, RMB210 million, RMB235 million and RMB168
million respectively.
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Chairman and Chief Executive Officer

Mr Liu has been the General Manager of
XLX Chem and XLX Fertiliser since August
2003 and 2006 respectively. He was
appointed to our Board of Directors on 26
July 2006 and is in charge of our Group’s
overall strategic directions and managing
our day-to-day business operations.

As a recognition of his contribution to
the PRC chemical fertiliser industry,



The Group’s Board of Directors with members of the management team during China XLX Fertiliser Ltd.’s IPO launch.

Independent Director

Mr Ong was appointed to our Board of
Directors on 11 May 2007. Since October
2005, Mr Ong has been an audit partner
with Baker Tilly TFWLCL. From December
2004 to September 2005, he was an audit
partner with Moores Rowland Singapore
and Mazars Singapore. Mr Ong was
employed as the Chief Financial Officer of
Medtecs International Corporation Limited
from August 2002 to November 2004.
From June 2002 to July 2002, he was
the Finance Director of Aztech Systems
Limited. Prior to that, from June 1992 to
June 2002, Mr Ong was an auditor with
international accounting firms and his last
position held being a Senior Audit Manager
with Arthur Andersen. Mr Ong graduated
with a Bachelor of Accountancy in June
1992 from the Nanyang Technological
University in Singapore.

He sits on the board of China Animal
Healthcare Ltd, JES International Holding
Ltd, China Energy Limited, China Haida
Ltd, Midsouth Holdings Ltd. and others.

Independent Director

Mr Li was appointed to our Board of
Directors on 11 May 2007. Mr Li joined
Shaoxing Arts and Science College after
graduation in July 1987 and engaged
in education and scientific research
work, and is currently a Professor and
the Dean of the School of Economics
and Management in Shaoxing Arts and
Science College since November 2004.
Concurrently, he is also the Instructor of
the Establishment of Zhejiang Province
Small and Medium Enterprises in the
Zhejiang Province Small and Medium
Enterprises Bureau since November
2006. Mr Li has been an independent
director of Zhejiang Jinggong Technology,
( ), @ public-listed company
in Shenzhen since September 2006.

Mr Li graduated from Hangzhou
University ( ), now known as
Zhejiang University in July 1987 with a
graduation certificate. University (now
known as Zhejiang University) in July 1990
with a master degrees in law. He was
awarded Zhejiang Province High School
Outstanding Youth Teacher in 1990 and
was engaged as professor in November
2004.

He sits on the board of Zhejiang Jinggang
Technology and Zhejiang Jinchang Real
Estate Group.

Independent Director

Mr Ong was appointed to our Board of
Directors on 11 May 2007. He is presently
a partner of Colin Ng & Partners, a firm
of advocates and solicitors in Singapore.
His main areas of practice are corporate
finance and general corporate law.

Prior to joining Colin Ng & Partners in
1999, Mr Ong was a Deputy Public
Prosecutor with the Commercial Affairs
Department from 1991 to 1999. He
obtained a Bachelor of Law (Honours)
from the National University of Singapore,
a Masters in Business Administration
from the University of Hull and a Masters
of Law from the National University of
Singapore.

He sits on the board of Great Fortune
Associates Limited, Hongkong Wisdom
Holding Limited, Luzhou Bio-chem
Technology Limited, NTI International
Limited, Vantage Corporation Limited and
others.
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Key Management

Mr Ru Zhengtao has been the Deputy
General Manager of XLX Fertiliser (in
charge of production) since August 2006.
From August 2003 to July 2006, Mr Ru
was the Deputy General Manager of XLX
Chem. He has over 30 years’ experiencein
fertiliser production. He started his career
with Henan Xinxiang Chemical Factory
( )“Xinxiang ~ Factory”)
in 1974 as a Production Operator. Since
then until August 2003, Mr Ru had held
various positions including  Section
Member of Production Department, Head
of Production Room of Nitrogen Fertiliser
Plant of Xinxiang Factory, Deputy Head
of Nitrogen Fertiliser Plant of Xinxiang
Factory, Head of Nitrogen Fertiliser Plant
of Xinxiang Factory, Head of Chemical
Engineering Plant of Xinxiang Factory,
Assistant to Head of Xinxiang Factory,
Deputy Head of Xinxiang Factory and
Head of Nitrogen Fertiliser Plant of

Xinxiang Factory.

Mr Li Yushun has been the Deputy
General Manager of XLX Fertiliser (in
charge of R&D) since August 2006. Mr
Li was the Deputy General Manager (in
charge of R&D) of XLX Chem from August
2003 to July 2006. He has more than 20
years’ experience in the chemical fertiliser
industry. From March 1992 to August
2003, Mr Li was the Deputy Factory Head
of Henan Xinxiang Chemical Factory (

) (“Xinxiang Factory”).
Upon graduation, Mr Li joined Xinxiang
Factory in August 1982 as a Technician.
Since then, he held various positions,
including Deputy Section Head and then
Section Head of Production and Technical
Department from June 1984 to May 1990
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and Factory Head of the Nitrogenous
Fertiliser Factory of Xinxiang Factory from
June 1990 to March 1992. Mr Li held the
post of Deputy Head of Xinxiang Factory
from March 1992 to August 2003.

Mr Wang Nairen is the Deputy General
Manager of XLX Fertiliser (in charge of
Sales and Purchase) since August 2006.
He has more than 14 years of sales and
marketing experience. From August 2003
to July 2006, Mr Wang was the Deputy
General Manager of XLX Chem (in charge
of sales and marketing). Mr Wang joined
Henan Xinxiang Chemical Factory (

)(“Xinxiang Factory”)
in March 1991 as Secretary and Office
Manager. Since then, he has also held
other positions, including Deputy Head
of Nitrogen Fertiliser Subsidiary Plant
of Xinxiang Factory from March 1992
to March 1993, Office Head of Xinxiang
Factory from March 1993 to March 1995,
Head of Chemical Engineering Subsidiary
Plant of Xinxiang Factory from March
1995 to March 1998, Deputy Head and
Assistant to Head of Xinxiang Factory
from March 1998 to August 2003.

Mr Zhang Qingjin is the Deputy General
Manager of XLX Fertiliser (in charge of
Human Resource) since November 2006.
He has over 19 years of experience in
management. Mr Zhang assumed the
post of Manager of the Technical Centre of
XLX Fertiliser from July 2006 to November
2006, after our Group acquired the entire
equity interests in XLX Fertiliser from
XLX Chem, where he has held the same
post since March 2003. From February
2000 to March 2003, Mr Zhang was the

Department Head of Technical Upgrade
in Henan Xinxiang Chemical Factory (

)(“Xinxiang Factory”). Upon
graduation, Mr Zhang joined Xinxiang
Factory in July 1987 as a Technician.
Since then, he held various positions,
including Unit Head of the Equipment and
Facility from March 1992 to May 1993,
Unit Head of Production and Technical
Unit from May 1993 to September 1994
and Section Head of Equipment and
Facility Upgrade from September 1994 to
February 2000.

Mr Cheah commenced employment
with our Group in January 2007 as our
Financial Controller. From November 2006
to January 2007, he was employed as a
Finance Manager with Mediaring Ltd.,
responsible forthe group’sfinance matters.
From August 2004 to November 2006,
he was an Assistant Manager (Finance/
SAP) with mDR Limited, responsible for
the group’s treasury functions and SAP
implementation and maintenance. Mr
Cheah was a Senior Officer (Audit) and
then a Senior Officer (Finance) in the
Agency for Science, Technology and
Research from September 2001 to August
2004, with responsibilities in internal audit
and accounting functions. Prior to that,
from August 1999 to September 2001,
he was an Audit Assistant with Foo Kon
Tan Grant Thornton.

Mr Cheah graduated with an Accountancy
degree from the Nanyang Technological
University in 1999. He has been a CPA
and CFA member since 2002. He is also
an ACCA graduate, holds a MBA from the
University of Adelaide and has attained
SAP certification.



Group Structure

China XLX

Henan XLX




China XLX Fertiliser in the News

Business

SGX-listed China XLX inks
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The coal-based urea fertiliser producer said recent
moderate snow in its sales regions will lift soil moisture
and make it easier for the application of fertilisers.
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Copyright 2007 MediaCorp Press Ltd. Article first appeared in TODAY (July 16, 2007)

Source: Lianhe Zaobao, Straits Times © Singapore Press Holdings Ltd. Permission
required for reproduction
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Analyst Reports







The Group’s core value is to be cost efficient and
at the same time be socially and environmentally
responsible. The Group strives to improve society’s
welfare and minimise any adverse impact on the natural

environment.

Corporate Citizenship

Social Responsibility

The Group has the largest farmers’ service centre in Henan. It's service centre provides
free consultation and educates farmers on the application of fertilisers. The service centre
personnel visit farmers regularly to obtain soil samples from them for testing before advising
the right amount of NPK compound fertiliser mix based on soil quality and type of produce.

Environmental Protection

The Group obtained its 1SO14001:2004 environmental management system certification
in 2006 for the production of urea, methanol, development and production of compound
fertiliser and related environmental management activities. While ISO14000 certifications may
be common in the developed countries, it is not so common in the PRC. Out of about 200
urea producers, only a handful has obtained this certification.

The Group has consistently adhered to its environmental management system which far
exceeds the State Environmental Bureau’s requirements. The source of its effectiveness and
efficiencies stem from its adoption of all the 18 advanced technologies recommended by the
State Ammonia Fertiliser Industry Association, and hence achieving “zero emissions” and
reduced energy consumption, which contributed to the Group’s status as a model enterprise
for its efforts on energy conservation and emissions reduction.

The Group has employed clean production technologies, makes full use of resources at the
beginning and throughout the whole production process, so as to minimise, reuse or render
harmless any waste matter. The Group has in place air filtration systems to ensure no harmful
substances are emitted into the air. For instance, it recycles sulphur into a sludge for use in
building construction. It has also effectively recycled and reused water used in the production
process. In 2006, it won the second prize for the “Project for the non-discharge of waste water
during nitrogenous fertiliser production process”. Over the past few years, the Conference
for the Environmental Protection for Fertiliser Producers had been held at its plant. The last
conference was held in May 2007.
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BOARD MATTERS
The Board’s Conduct of its Affairs

Principle 1: Every company should be headed by an effective Board to lead and control the company. The Board is
collectively responsible for the success of the company. The Board works with Management to achieve this and the
Management remains accountable to the Board.
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Board Membership
Principle 4: There should be a formal and transparent process for the appointment of new directors to the Board.
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Board Performance

Principle 5: There should be a formal assessment of the effectiveness of the Board as a whole and the contribution
by each director to the effectiveness of the Board.
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REMUNERATION MATTERS

Procedures for Developing Remuneration Policies

Principle 7: There should be a formal and transparent procedure for developing policy on executive remuneration

and for fixing the remuneration packages of individual directors. No director should be involved in deciding his own
remuneration.
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Disclosure on Remuneration

Principle 9: Each company should provide clear disclosure of its remuneration policy, level and mix of remuneration,
and the procedure for setting remuneration in the company’s annual report. It should provide disclosure in relation
to its remuneration policies to enable investors to understand the link between remuneration paid to directors and

key executives, and performance.
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ACCOUNTABILITY AND AUDIT
Accountability

Principle 10: The Board should present a balanced and understandable assessment of the company’s performance,
position and prospects.
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Audit Committee

Principle 11: The Board should establish an Audit Committee with written terms of reference which clearly set out its
authority and duties.
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Internal Controls

Principle 12: The Board should ensure that the Management maintains a sound system of internal controls to
safeguard the shareholders’ investments and the company’s assets.
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Internal Audit
Principle 13: The Company should establish an internal audit function that is independent of the activities it audits.
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Directors’ contractual benefits
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Group Company
Note 2007 2006 2007 2006
Rmb’000 Rmb’000 Rmb’000 Rmb’000
ASSETS
Non-current assets
W &5 Way e s 11 gvu . 71,78,
By S0 TR 7 484v4
o8 0, 5 SRR T2 - - Y0000 Tyr. T
16774 1478, Yo0.000 T 2o
Current assets
4= Bas 14 198 7 18,
A s 1, 1,17 21, 1706
1 Wil ¢ a5 14 1,y§i 1417
B &t azea® & s 14 28 84,
&A1z 0 as 1‘5 42,2 %4d odl
D.ﬂ@ &GA’FG&AS 1, 1 8 11, ¢
R 98 9 L) -
SSss h as g 1_4’\_‘73 a; A {8
- e L= P
Y ,sl,s 4229 1.7 42,18 2 %s
803132 2450 44, %% 3%
TOTAL ASSETS 184 4v4 I o 84, 884 17 ,9.2
EQUITY AND LIABILITIES
Current liabilities
o AW 1y 874,
“. p;,A ‘z,oﬁ R 1’,2. %
&\‘OG@ 0% S "!0'@ 2s 18 28[?.. 13.? & 9 11.;63
Eﬁ"U-Gz,ms 1 2“68\_‘ 28 )
Bsiaitar s, 19 " 18?00
8 9 & ’
N &GGOAS 1 1y | 1 18, ,74 18y4
[} A'&ﬂ: SN a5 19 ?,6$
A &‘: S 'F°L & LN ? 11 1y va 4'.y8
2179 S a8 1% 12y
NET CURRENT ASSETS/(LIABILITIES) 228 1 (20.8%) 43 8y (1egB 2
Non-current liabilities
LAs a8 0 5 s Wel s 18 ).248 ¥4
2 9
'ﬁ ﬂm‘!": ‘: =S 21 94 17 .
Toaere v gt
TOTAL LIABILITIES dais 512 '386 " .8 17 Aay
NET ASSETS 11,18 el 8a 8y i
Equity attributable to equity holders
of the Company
BT 22 v #8 1 A 1
-
‘?‘\ '@&lﬁm‘ S £e 40'5314 <5Y4¢
AV 3 5298 s MY .. 18 A 7 A
TOTAL BQUITY 11 %1&3' AN 8 &y . T
TOTAL EQUITY AND LIABILITIES 185 474 AT 84, 882 17, 7

The accompanying accounting policies and explanatory notes form an integral part of the financial statements.
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Notes to the cash flow statement

A. Cash and cash equivalents
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Notes to the cash flow statement (cont’d)
A. Cash and cash equivalents (cont’d)

s Ne  Meds SN ‘\5,,)9"! IR R CE: - et L4

2007 2006
. Rmb’000 Rmb’000
I
R \-?"6’.4 1635"6
s,‘ﬁn'ms 4l 414
= =W § =503l 1 227
11,318 1»'.? 02
B. Property, plant and equipment
2007 2006
Rmb’000 Rmb’000
., BN s B8 s War . s, P28 1 8488
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9
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) 177 4 84 28y
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1. Corporation information

1.1  The Company

s F, &S "@»‘geﬁﬂ\gﬂ o, M @E,rﬂﬂ'_/\ﬂ@ﬁ/\ "F*$/'P§'F§§yl 4 as &
A — o -\ \
N e e-..&.s-*&-.&n n@ssm ',,@ﬁ .,.&s o a7 ot By
LA Al L an
4 - P T T sg‘g"‘;g A48 SBr S \,,.H,L@‘u a®s8 A, v
& 24, =27, "% s EE- T §A§A el §1 s, sTa ST R s
A S e A e iy 4 T SWo sailes “~
R A SV -5 S KRN L e S 5° % M T e j.‘@e.s&"!ﬂg
L a T 2] N
"“.‘Q“ s ,S‘Sﬂ"'"..‘}i. e &ﬁﬁ sg&-s;, ~$l T A ls"& ‘A‘. ‘A‘A“ ¢ - ‘\‘s “L‘: w -
¢ 480 T Ta BTeaWmBs 0 4l 5 ,‘“'5' & ’v144~4... eﬁws&?r.“er
e AL, S 2208 BBt 4 3-.,1 "& B "!‘*- 5 Sl 1887 13, N eRBTE &7
) 5#5;1". :‘:.-"’E. PR %J-Le’FiLAfG‘;‘ 2 .aT .00 D4 @' P ¢ -, ng By e
Fad e, 0T & ("= - ~ h
- 8- L e I dag A, tW e e BTHETI ast e &S
- -, - - . - -,
-s"&&%&-"!-(@--’! AURE S T = e ~
2. Summary of significant accounting policies
2.1 Basis of preparation
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2.2 Changes in accounting policies
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2. Summary of significant accounting policies (cont’d)
2.2 Changes in accounting policies (cont’d)

() FRS and INT FRS not yet effective
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2.3 Significant accountlng estimates and judgements
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) Key sources of estimation uncertainty
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2. Summary of significant accounting policies (cont’d)
2.3 Significant accounting estimates and judgements (cont’d)

(*) Critical judgement made in applying accounting policies
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2. Summary of significant accounting policies (cont’d)
2.5  Subsidiaries and basis of consolidation (cont’d)
(*) Basis of consolidation (cont’d)
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Summary of significant accounting policies (cont’d)
Land use rights
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Financial assets
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2. Summary of significant accounting policies (cont’d)
2.10 Financial assets (cont’d)
() Loans and receivables
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2.11 Cash and cash equivalents
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2.12 Trade and other receivables
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2. Summary of significant accounting policies (cont’d)

2.13 Impairment of financial assets
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&) Assets carried at amortised cost
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2. Summary of significant accounting policies (cont’d)

2.15 Financial liabilities
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2.16 Borrowing costs
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2.17 Employee benefits
Defined contribution plans - pension benefits
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(%) Interest income
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2. Summary of significant accounting policies (cont’d)
2.20 Provisions
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2.21 Income taxes
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2. Summary of significant accounting policies (cont’d)

2.21 Income taxes (cont’d)

0) Value-added-tax (“VAT”) ‘
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Profit from operations
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6. Related party transactions (cont’d)
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Group
2007 2006
Rmb’000 Rmb’000
LS e
5 _ _ Masss v, Y
’ ‘a5 = 99 22
B ~WE8 &3 Tas 22a
¢« s ) 1 1
Yy, v 24
99
L40hs o a o
Y Y -
& . % .S 14,7@3 18f .
¢ SBNE saWSY SN + 3
% ,[SE‘ i #® =as (.44
BEE Ll 241 11,
4 &ﬂ*"ﬂu & ‘fs g L3 BY =Y
© 48 - 1.1
18, g 21 a4y

58 - Annual Report 2007



\O @St e &5 s § S

! \
21p= e‘%.y
\-
9. Income tax expense
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10. Earnings per share
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11.  Property, plant and equipment
Other Office
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A 1 s'ﬁ“'lm ? "y ;Y"‘{ % 1;‘46 s ¢4,914 1.,|6Y ‘e .‘5833‘ 3Yg14
“!'5 . 1 488y 2 1 17 ¥ .. 1 8488
9 @9 e b 2* %! 9
WA g 8. ¥4 v, (£.29)
) ' 89 b 99 8 8

e s (%) ®) (24 (13 (8 “ 020

Asses t B sallW (24719 o (22g (771 6.7)  (are) & 29
9 9 9
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Land use rights
Group
Rmb’000
Cost
A 1 §‘h§m ? '3 1aac¢
A“F! °
AS@ S . & S&! (1 aaae)
A-1Inn -&..,:; w1 %-.,‘.M‘ Y
A “ \s&- s 48 1
A '!1 IAA o&‘“, 48,21
S~ 9
Accumulatecl amortisation
Alg, &8~ v1a
AVB S Tebe 8 . 18
Asses ¢ 8 o4fW @ )
A 2les"a -&.,@ 1 s-.g;&f Y _.*’
%s‘f‘s&u'&nﬁq@ “1y
A ‘1"!9 . .4 0’ s Y
\-
Net carrying amount
A 21paa o&
Alpaa o,y 48474
<
A A g W o 3081 R R e EL Y AsD a8 14, 2y ©¥)
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14. Inventories
Group
2007 2006
. Rmb’000 Rmb’000
L-;, &% s 111,18 14, 14
B s Fsailes 12 832
B, B s 114 217
N s aWoreNs 447 2184y
- )
..H!s ‘Ag ‘rs‘ ;,.;4
05 Ja Bag ¢ 48 Tvor W alls Sz, - 178 7 | 18 .,
B oe 5 % siliss WWolpTa 8| s W g, B wsimn, o Jla o8 B e W5 T
By ey aga "a -
LN 2
15. Prepayments
Group Company
2007 2006 2007 2006
Rmb’000 Rmb’000 Rmb’000 Rmb’000
-
fax: 5 A BB wsmst & L A e s J.& 1 \,g.
M AT s aedlee B 548 s - a2 Y 1.8
M A B W w®e s - o id
<8 «™.S Y 1,8| 1,Y|(.
117,’@5 ﬁf,h; 1'“6
16.  Trade receivables and other receivables
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16.  Trade receivables and other receivables (cont’d)
G v as
Group Company
2007 2006 2007 2006
Rmb’000 Rmb’000 Rmb’000 Rmb’000
-
AV Tas ® ot eas 1,4 Z
- e -
pay sts e 1‘;9,
. &b 28 172 N

STl oW Hen | BN essEs e T sis Vs 265 Tases ¥ s
7

2 - E": a W 58 as

l.;, n"!s&ns“' B 23 A 57 e Z s g“!ﬁ]"! s5 o s®Basy W ¥ Ses T e
“‘&. .ssssﬂ‘ixﬂ\;-.e“ '4&-g “'5’!’ %— i&° .ﬂ-ndt, Bs-sss:-.&-“!- ‘o

N

M AW s N d et Slsaa caSThga,  als | oam A s s e.s@(!
. N

A as S5 s s Way o W

T ~_ J- . l
STHl o s sEB WA vas "Mn.(ug STy ) A s s e e

S»“IA-:H'L G&ﬂ! n@@-ﬂqms@\\-sﬁ‘&-ﬁﬂ 5y LSS Ld&@ o5 L’““’ nsm
i 4 - SS°*°* s
Group
2007 2006
Rmb’000 Rmb’000
B Wl als sas &SN a
L -

2 %5 88 2 &

1°77,% s ‘d 4y

N ) 2. 741

J-.n“a!s 1as & ik | & MW

‘\
Group
Individually Impaired
2007 2006
Rmb’000 Rmb’000
gﬁ-&‘aﬁ sas 4, e
SSAC & Ta W o, BB b as (4,9 )
9 7 yd
YA | L & & Tas
A1 5 w8 4
N
~5Ba o s &8 23 4
A 21peaa odf 4, 49
o~ Y T
B WG b as & G W Py Wl AW e G&-“B: &G Tases ¥ ol ‘.' Wat s 5
B s 3 5 % W s “!u\*!-i n“!” #. s os-&ﬂﬁms,&- s-t“&-“!’-&
o5 48 BN a5 Ta s ~ o
Y (SR ‘l\:x
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17. Deferred grant

Group
2007 2006
Rmb’000 Rmb’000
Cost -
i\ 15,358 . “0an
"l 9"!15@ s -8 874,
(A |
;'H&ﬁs@‘!’ - €000
A 2lps"a odb 874,
\'

Accumulated amortisation -

A 15,58 4y
A o 2"
ﬁzﬁ sS4l 24l

A‘ alpaa o4 o

\'

Net carrying value .

?@'ﬂ 8,‘4.

--@m@ LB a5 0 0y 48 B a0 7B L % 5 Wy W - Aas .

on nﬂ-ﬂ ,u‘*@ty‘-”- ‘e WA B SRR X¥: S R,

N 'F '\S E’“‘" G R LA _}"

18. Interest-bearing loans and borrowings
€) 0B A e s
“~
Group Company
2007 2006 2007 2006
Rmb’000 Rmb’000 Rmb’000 Rmb’000
B .% .S
B _.° ~ &' 0000
&‘ﬁ*. ‘.~4~'4 ﬂzl. *rs‘ 40'000
= ’% e ‘riﬁe\\.‘x& 143 T e
* 5 1408 B Teavn
ﬂ\‘!,_ﬁ? Ll - "‘4"&& aa® 40,000
\Pﬂgg & ?ﬂg‘. - ”‘l"ﬂl&ﬂ46 1"000
A;“a‘;*l*“.‘m B LY
AB\ Ax B}k}f A g6a N
;4 00 54' - \-.4' 1)
“J‘gﬁ“.‘lﬁg 9 5-‘% & o
‘4 T4, 1‘].‘*"53 )
iy 2 B e sTl o8 _3»9,%' “gne
- “8 400 19,7 2 111;.53
! asa s B 48 % L% S TN 5 TR s aa 5, B AW BWIR 5 Wesil | 4l
% - ~
R g *n“ ~
» ‘.s-wze o LT e L KL Bl R LN R Rl
& r,:‘ % o ‘\ﬁ . N
() K
: RO AL T ey 2 F TR 2 a8 el 5, s W BN 5 WesB | des
% w8 -, -~ -
®3,0 e
: ‘.s-gs-ae L R A N B i - T IOSY DU ML Y- S 9% I Y
& 8-|A/° - -
L% Ja
. esmswd 48 e,‘~'=, Sl oW s I 2 al a5, B AW BYRE 3 Wl s

kY.%;&
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18. Interest-bearing loans and borrowings (cont’d)

RN R O
PR '@ & % ST s BB as® aa® 5, B AW BN 5 Wkl dbs
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19.  Trade and other payables
Group Company
2007 2006 2007 2006
Rmb’000 Rmb’000 Rmb’000 Rmb’000
Trade and other payables (current)
&"E-Gt,bns 2v68° 28 &
B SGGOA‘ L2 2000 13,?..
i %eas 1r 1 18, ,74 1874
gn'&-&n’!;@ns ?&
PSP 27y 427 1874
A ; ,
Add:
By o as(ie a?) 11, 1r 72 4,8
N [ AP 9° AT ’
!& &, . ) ‘ﬂs(; =18 8y oo 120/ &8 (P
g &‘ 2s(he =18 .24 v e 4
°3 ,5,, o5 0 asla, 5 8w s 7 411 4 1% 4,8 17 1ay
~ 9
BBz soasih o dbhs o8 0z W Bs s AW o5, W g 48s
e Y \ ~ s WL A PRI
N 9 ‘\,
B sseas
T ]
Group Company
2007 2006 2007 2006
Rmb’000 Rmb’000 Rmb’000 Rmb’000
A¥s 7 = 50 T s 40 1. v 1r2,°.
A "!’ 5\& KR its“rﬁs 6'399 4,15
'a M"!-o s s 1, T,
K Wa o sLs 4. 14
. 1,7 241 1874
17,1 18, ,74 1874
2 55 Tasably LS ewi os WhE G st W s W Walan ol 48 48 0
o S \~ \~
D I
\'

—-

Bsitsia® s
Bsasear s
fi!"!-.ss‘ - 5 4 L

—oB o8 ..3:,& ms@ < &-&\- m;&‘s

DI e, - ,GEL as

AL L5 a s aW B asstl » W 535 Tas
-E-*s B

N
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20.
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Accruals and other liabilities
Group Company
2007 2006 2007 2006
Rmb’000 Rmb’000 Rmb’000 Rmb’000
-
AR W A8 2~ s et 9,93v 4,78 saibs

A e @ueﬂ&s\

Y \

%

A}

K &

tst e Bl Mls 5 oswe 11 ”",,ZNY'L’ Bl e Wl B AW 4B, e %)

w s
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23. Statutory reserve fund

N

ST E Ta . e e @@&-g SasHeat aSeSHE | ere, 1sln.‘,'.“- -5
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25. Segment information (cont’d)
Business segments (cont’d)

() He & 0

He & ¢ & 0 Bass Hsaass 0 . d0% 2% WE  Sea W F ST g5 0 QW

I I AN i L I T . P S
158 548 \'@,@i!“g-‘h&!. s s s vn‘e-' % $5 0w o:;*!-:.—s-m;, =% s

\ A Y
5 . a80 Beg Ba 9 o0 B s vz P o W s N8 @Y e
PN - - - - 7
s 2" Tl &5T ilaTe 3 s WsWar Ws AR -~
P LY § L 9 N ety
‘\'
SWNe 0 e e s psasse a5 &7 L AT s BRI o™ 0
s ™ ER L, - < -
N
Geographical segments

s ra il o s o W5 s STH w&te_sﬂerl‘”ﬂ
k! \'

Allocation basis and transfer pricing

2 s s SHE" 5 By s em 0y a5 A
&9}.@ &S b * ‘{n"&-@ D B s o B8 .
\- L [ )

DN N
b } 4
Tt Nl s Wl E ﬁ-— =

TH O Aswe s Wae asT 0 W 3 -p -" MYy w2 Gs s BT Tea0s T a
¢ - ‘sar_ a5 Asse s ST & -2 }- AL U &
s'ﬁqgg.n‘arss'%'i,ni, as* ‘@. P ee“s-'F& &-" - sA"‘@!‘f,LS_"L
<% LA '“!’s"'s&ss-s& ns,"!‘i.a -‘“‘“!(\IZB-- -’:ﬂs~sss-9 o -
o~ \_
Group Compound
2007 Urea fertiliser Methanol Others Elimination Total
{ Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000
L -, = 1,412, 4,, 21 7, a831 141, (11278, 1 4147
~a - a -
@ ss 0 'J'js) ;9; ,8@3 B, PAZIN (1,9”) 41,41
- 3 te’!e‘ . ses . (r2.,2r
% :" "L;.'rvs S 1.’.1'-6
L ) A—‘L :
I @ &142)
\a 8 ‘:@Jf & om o sable ¢« Wels aly 1yy
A& Ta B o, BWETAE 0as 29
\@LO'H'_R “ @%&'ﬂ&te,s 1,.3.'
:ELP' '_?%‘q&“ v
Wae ¢ <3 ¢ 124
BTy e B s
& Way o =, X 4a 84
91v
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25. Segment information (cont’d)
Geographical segments (cont’d)
Group Compound

2006 Urea fertiliser Methanol Others Elimination Total
Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000 Rmb’000

a o

qda - 21 8q 4.8 g0 147 g ((o0d 8 v,
TR ss @ (Csy 14,19 4138 224 @#) 99 291 8
g Y AW Tm sas e 9 “0.5°)
5§ 7% aea sas o (184 9)
B, ea o 12 a1y

L —_t a°
SR € 2.200)
- -

va 8.5 o 5 ea o saife ¢ Wls 1‘9,.34

A® & "o BW “ E&“!-E-‘ala v as 4
» = 3B =, LI | Aﬁ" & .9
& Wa, N’ A 4.4¢
%s . ‘*a, W w8 s 1.

26. Commitments
t) B e #«-’!\&-& W & AT BTAYB s a8y Tases WAy 0 BT oW
Hn F T8 & A, sl s \k.§..
‘\
Group
2007 2006

Rmb’000 Rmb’000

Capital expenditure
s s ¢ T BT sa 4&W o 0B - -
@*‘k“ ] l’E‘ss 1,4 #7 p:
, 2

Others -
a5 s ¢ Bawme B 5 48 s 11 2 14 Ay
d&\. — = v
(*) - ’,'gxﬁl‘ s> ‘{f_\l
SN 0 a5 Y a8 SHS SN 0 - ICEEl TR =.-“!' o-EﬁL L ey e a5 0B
? Wors & s Way o ,”&n‘ns_-ﬁ,@&s& LA S Ldalie - O \..g.
\’ \- L
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Financial risk management objectives and policies
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27. Financial risk management objectives and policies (cont’d)
(b) Liquidity risk

M N @s s, «8s, E L Ea AL e B .-:!‘ @“‘! ~ L™ s T
vom eNa ' s°&u°j i ] .sa‘i'& iﬂ’SF‘A"-§&‘ “!- @ss@s-s
& &8 _@ s& T ese L & B e ;,,“t,a,ss-h N5 as "& LT
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2T e 0 s W E m sk At s s Whsoayds e s Wea P'W‘:'U--,‘:PO -

~ y s
‘Gg'—'e‘eﬂt'\-%ﬂ, P .sh«&‘ s,’! % - aa & St NE LS \-t,s s A
\- \'
rres et 5 Fws 2 5B B oat 2T W A & 55 TH B0 e
. &% Tas e 1}3&&-’!' “"8“ 5, WSY _sWE s =
AL
2007 2006
Rmb’000 Rmb’000
lyearor 1to3 Over 3 lyearor 1to3 Over 3
less years years Total less years years Total
GrOUp - - - - - -
g"!‘,‘fsﬁﬁs =3 g s 0 @‘\! ;Y'nﬁsa ;g489 ;,4\58 .16 ;8,963
48535 0as 1187 1 TY dad 1y 41 108 1Y f o 18,14
. s % o 20 ® oo o 0"
L #Be il as P OO 23 SO S EURE 25 S 2 R T N S T
LS a8 E B 9
It X ‘:! - - -
ool °S AN TTEERIV T 1,248  arv 248 13."(.1_3 Myoee 1904 ~ 437
Company
N S AL 1874 1874
. a8 =S 4,8 4,8
&s it 2
ES 9: - -
ol s 1,8 28
(c) Interest rate risk
L5 als, s eWs, N a5lis, a8, (BT s. s TR v W e 's
; -5 SE W NE Ay wm T M-s . %En ﬂL&s& as & Q‘ .%‘W -

~ & ’sn‘““%ﬁ- &s&nﬁssﬁsswﬁﬁ B, M % Wl asAc SR
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1T e N aty
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Sensitivity analysis for interest rate risk

Fair value sensitivity analysis for fixed rate instruments

STl Was 5T, B A xS ase s W as @5, 2 B 0 B Bess
4 s, ~ 5 «e,,&sg@sm-w “!n e ”'5'& nL,JSQ S0 s

Cash flow sensitivity analysis for variable rate instruments

Wl sal a5 TH S5 ss WEe a5 e ‘@. R L ,1,@ s®
Tss Wel 4B, WossEwN A0 ress t sHE I & BT m-s
-y s oss&- *-—s S 48 5, B a&,mg- BN, o WS &-s\w;@ “ & W
oD _*s=: T& e &skxs Rl B ST ‘&s-(!