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d. Revenue recognition

Revenue is recognised on the following bases:

(1) Turnover

Turnover represents revenue from sale of goods.

Provided it is probable that the economic benefits associated with a

transaction will flow to the Group and the revenue and costs, if applicable,

can be measured reliably, sale of goods is recognised when the significant

risks and rewards of ownership of goods have been transferred to the buyer

and when the Group does not exert rights of management and control over

the goods.

(2) Interest income

Interest income from bank deposits and other financial instuitutions is

recognised on a time proportion basis that takes into account the effective

yield on the assets.

e. Reporting currency and foreign currency translation

The Company maintains its books and records in Renminbi ("RMB").

Individual companies within the Group maintain their books and records in

the primary currencies of their respective operations ("reporting currencies").

In the accounts of the individual companies, transactions in other currencies

during the year are translated into the respective reporting currencies at the

applicable rates of exchange prevailing at the time of the transactions;

monetary assets and liabilities denominated in other currencies are translated

into their respective reporting currencies at the applicable rates of exchange

in effect at the balance sheet date.  Exchange gains or losses are dealt with

in the income statements of the individual companies.
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The Group prepares consolidated financial statements in Renminbi ("RMB").

For the purpose of consolidation, assets and liabilities of subsidiaries with

reporting currencies other than RMB are translated into RMB at the applicable

rates of exchange in effect at the balance sheet date; shareholders' equity

items (except unappropriated profits) are translated into RMB at historical

rates; income and expense items are translated into RMB at the average

applicable rates during the year.  Exchange differences arising from such

translations are dealt with as movements of the cumulative translation

adjustment account under shareholders’ equity.

f. Cash and cash equivalents

Cash represents cash on hand and deposits with banks or other financial

institutions which are repayable on demand.

Cash equivalents represent short-term, highly liquid investments which are

readily convertible into known amounts of cash with original maturities of

three months or less and that are subject to an insignificant risk of change in

value.

g. Provision for doubtful debts

Doubtful debts are accounted for using the “provision method”, pursuant to

which provision for doubtful debts is made based on the collectibility of

accounts receivable balances as at period end.  Management makes

reasonable estimates on the provision for doubtful debts based on aging

analysis, previous experience and financial and operating situations of the

customers.  Provision for doubtful debts is further  classified as specific

doubtful debt provision and general doubtful debt provision.

Specific doubtful debt provision is made after an analysis of significant

accounts receivable balances is performed.  The aging of the balances, the

financial, operational and cash flow condition of the debtors and the

repayment pattern in the current and subsequent periods, etc., are considered

in the analysis before the amount of the provision is determined.
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General doubtful debt provision is made based on the balances of other

insignificant accounts receivable balances.  The general doubtful debt

provision made as a percentage of the gross receivable balance is as follows:

�� !��� !"

�� ! Aging Percentage of general doubtful debt provision

�� ! Over three years 100%

�� !"# Two to less than three years 10 - 50%

�� !"# One to less than two years 10 - 50%

�� ! Less than one year 0 - 50%
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h. Inventories

Inventories mainly comprise raw materials, work-in-progress, packaging

materials, auxiliary materials, low value consumables and finished goods.

Inventories are stated at the lower of cost and net realisable value.  Cost,

calculated on the weighted average cost basis, comprises all costs of

purchase, costs of conversion and other costs incurred in bringing the

inventories to their present location and condition.  Net realisable value is

the estimated selling price in the ordinary course of business less the

estimated costs of completion and the estimated costs necessary to make

the sale.  Low-value consumables and certain packaging materials are

amortised into expenses over their estimated useful lives of 2-5 years using

the straight-line method.

When inventories are sold, the carrying amount of those inventories is

recognised as an expense in the period in which the related revenue is

recognised.  The amount of any write-down of inventories to net realisable

value and all losses of inventories are recognised as an expense in the period

in which the write-down or loss occurs.  The amount of any reversal of any

write-down of inventories, arising from an increase in net realisable value, is

recognised as a reduction in the amount of inventories recognised as an

expense in the period in which the reversal occurs.

The Company adopts the  perpetual inventory system.
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i. Long-term investments

Long-term equity investments

Long-term equity investments are accounted for using the cost method or

equity method based on different circumstances.

(1) If the Company has no control, no common control and no significant

influence over the investees, the long-term equity investments are accounted

for using the cost method.  Other than additions to or reductions of the

investments, the carrying amounts of investments remain unchanged.  The

Company's share of distributions or cash dividends declared by the investees

is recognised as investment income for current period.  Investment income

recognised by the Company is limited to the propoitionate share of the

accumulated net profit earned by the investees after the Company's

investments.  The excess portion of the Company's share of distributions or

cash dividends declared by the investees over the above limit is treated as

withdrawal of initial investments, and should be offset against the carrying

amounts of the investments.

(2) If the Company has control, common control or significant influence over

the investees, the long-term equity investments are accounted for using the

equity method.  The carrying amounts of investments and the investment

income for the current period are adjusted to recognise the Company's share

of the post-acquisition net profits or losses of the investees for the period.

The Company's share of distributions or cash dividends declared by the

investees reduced the carrying amounts of the investments.  The share of

net loss of investees will cease to be recognised by the Company when the

carrying amount of an investee is reduced to zero.  If the investee begins to

earn a profit again in subsequent periods, the Company's share of the net

profit of the investee, after offsetting previous unrecognised share of losses,

is adjusted against the carrying amount of the investment.

(3) For investees accounted for using the equity method, the difference

between the initial investment cost and the share of the shareholders' equity

of the investees is treated as equity investment difference and is amortised

in the income statement over 10 years.
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