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Dear Shareholders,

In the previous year, with the continuous depression of the healthcare
industry in the PRC and similar products and sales model adopted
by all enterprises, the industry has come to a stage where disorder
competition was obvious. Under such circumstances, the Group
recorded a loss of approximately HK$12.22 million in the financial
year, representing a significant decrease of approximately 69.27%
or approximately HK$27.55 million as compared with last year. The
substantial narrowing down of loss in this financial year was
attributable to the Group’s measures in controlling the cost and
reducing the expenses effectively. The Company recorded a
substantial decrease of approximately 27.50% or approximately
HK$23.50 million in operating expenses, reflecting the Group’s
continuous efforts in improving corporate governance. However, the
Group has devoted significant resources in brand building, promotion
and after-sales service due to the intense market competition, and
hence the Group still recorded a loss in the financial year.

The Group endeavored to ensure the stability in its operating income
under this difficult environment and one of its key strategies was
brand building. The Group obtained “China Top Ten Credible Healthcare
Brands (FEIRBITERE NS M) in June 2006. The Group also
took edges from the Beijing Olympic Games to actively strengthen
the strategic co-operation with the Training Bureau of the General
Administration of Sport (BIZXR#B B # RN E) and launch social
charity functions including supporting the Tibetan Hope School under
the co-operation with the General Administration of Sport in the
financial year. Under the current intense competition of the healthcare
industry in the PRC, all these brand building measures had played
an important role in strengthening the sales of the Company.

Notwithstanding such efforts, the Group still recorded a loss and
this showed that the extremely severe market environment and the
competitions from identical products had seriously impacted the
industry development. Therefore, the Group decided to seek
breakthroughs by implementing capital reorganization in the financial
year. As a result, a new board of directors with brand-new development
strategies has been successfully established.
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In April 2007, Dr. Han Xiaoyue has been duly appointed as a Joint
Chairman of the new board of directors. The new board of directors
comprises Dr. Chen Henglong as the Chief Executive Officer and Mr.
Zhang He. In addition, the General Manager Mr. Xing He Ping and the
Chief Operative Officer Dr. Lu Gen Xin of Vitop Bioenergy (China) Ltd.
have joined the senior management team of Vitop. This marks a new
era of development after Vitop’s 15-year operation. The new
management team of the Group has extensive experiences in
overseas and domestic capital, sales and management and this is
vital to the Group’s further business development.

The Group will adhere to “focus on health industry and engage in
other industries, operate our business with integrity and be innovative”
as its mission in the future. The Group remains to have a foothold in
health industry and commits to expand and reinforce its healthcare
business. Apart from the major health industry, Vitop will take into
equal consideration of the investments in environmental protection
and energy saving industry in order to expand its business and benefit
the distributors and reinforce its brand by bringing positive
contributions to the community. Environmental protection and energy
saving are the development areas encouraged by the State and
government. The industry had huge growth potential and was highly
profitable. In August 2007, the Group embarked on environmental
friendly projects with high commercial value for the year such as
acquiring 18% interest of Access Boom Group. Access Boom Group
is principally engaged in development and marketing of automobile
lean-burn fuel-saving instruments, electronic management system,
turbo engines and other related products in the PRC. Access Boom
Group will undergo rapid development with its advanced core
technologies. The 18% interest held by the Group in Access Boom
Group, coupled with the role of the Group as its product distributor,
will provide the Group with high return.

The Group persists in “operating our business with integrity and being
innovative-oriented” as its operation direction. Operating our business
with integrity refers to our continuous endeavor in offering high-quality
products, upgrading functions and providing after-sales services. The
Group dedicates to creating more value for our customers and
upgrades the brand by offering high-quality products and services.
Being innovative refers to uniting and cohering the existing distributors
to innovate sales patterns, channels and products as well as striving
for the development target of achieving success.
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In light of the current network, the Group will strive to explore new
development modes, in which uniting distributors is the most
important operation strategy. By establishing a system to study the
demand of the distributors and an instant response system, the Group
will make operational decisions according to the market information
from the distributors. The new development mode highly emphasizes
the following three innovative aspects. Firstly, it facilitates the Group
in contacting more potential customers under the innovative marketing
mode and this can promote the initiatives of distributors and minimize
our sales expenses. Secondly, the innovative marketing mode will
focus on “healthy families, healthy hotels and healthy offices” as
three major target and while selling products to the middle-aged and
senior group, the Group also targets at high salaries and high-end
market and to establish new structure of public marketing and
corporate marketing. Thirdly, the Group will focus on key products to
develop our product portfolio, select the high demand products in
the market, explore new products with encouraging prospects so as
to enhance the competitiveness and penetration of our innovative
products.

With our innovation and new business development, the Group is
committed to speeding up our development and bring satisfactory
returns for our shareholders.

As the chairman of the board of directors, | would like to express my
sincere thanks to our shareholders, customers, suppliers and
business partners for their full support. The Group’s stable
development in the healthcare industry of the PRC over the past 15
years has relied on the contributions of all our staff and partners. |
believe that the new board of directors will provide efficient leadership
for the Group by introducing high quality resources, expanding our
development and achieving flourishing business.

Hung Kai So
Chairman

Hong Kong, 29 October 2007
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The principal activities of the Group are manufacturing and trading
of multi-functional water generators, BlOenergy® products and
healthcare food products in the PRC.

The Group has faced severe market competition from healthcare
products during the financial year 2007. With an aim to increase our
corporate operating results and minimize the losses, the Group
endeavored to strengthen the management and lower our expenses.
The Group recorded a loss for the year of approximately HK$12.22
million (2006: a loss of approximately HK$39.78 million),
representing a significant decrease of 69.27% or approximately
HK$27.55 million as compared with last year.

The production bases of the multi-functional water generators of the
Group are in Hefei (B IE R F R ZRRBIFBREME LD F)) (the “Hefei
Factory”, the shares of which are held as to 80% by the Group) and
the jointly controlled entity in Suzhou (the “Vitop 0SG”), the 40%
owned joint venture with OSG Corporation CO., LTD. (“OSG”). As part
of the Group’s strategic business realignment plan, in December
2006, the Group disposed its 40% equity interest in Vitop OSG to its
joint venture partner OSG, resulting in a gain on disposal of
approximately HK$1.16 million. At this stage, the Group has entered
into an exclusive distributorship agreement for Vitop OSG’s products
in the PRC market. Also, the Group imports the multi-functional water
generators from OSG to supplement and enhance the product sales
mix of the Group.

Revenue of the multi-functional water generators increased by
HK$4.12 million or approximately 8% as compared with last year,
from approximately HK$51.64 million in the financial year 2006 to
HK$55.76 million this year, representing approximately 53.48% of
the total revenue (2006: approximately 51.64%).

In the past financial years, the Group has been focusing on product’s
after-sales services. We differentiated ourselves from other
competitors with the excellent services and has built up good
reputation among our customers. As a result, we have acquired groups
of stable customers and consumers.
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The BlOenergy® products line of the Group adopted the BlOenergy®
compound and MBF® , and the principal products are Healthy Sleeping
System, including healthy pillows, healthy mattresses, healthy quilts
and other bedroom accessories. In May 2007, the Group introduced
the latest new product with a variety of compound efficacies, “Endless
Warmth”, with positive market response.

The revenue of the BlOenergy® products was approximately HK$20.99
million, dropping by approximately 22.80% as compared with 2006
and representing approximately 20.14% of the total turnover (2006:
approximately 27.20%). The decrease in revenue was mainly
attributable to the increasing competition in the functional textile
market. Ordinary home textile has converted into functional textile
industry, resulting in an intense competition of healthcare textile
products. The Group will put concerted effort in exploring new
products, rationalizing the product line and exploring new distribution
channels, extending the sales of product line to other industry such
as the hotel industry.

The overall revenue increased by approximately 52.66% to
approximately HK$24.63 million, representing approximately 23.63%
of the total turnover (2006: approximately 16.14%). Subsequent to
the launch of propolis, the Group introduced another new bone-health
product called Bone-Shukang, which has been very well received by
the market. The Group expects a stable growth in the sales of
introducing new healthcare food products.
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For the finaical year 2007, the financial performance of the Group
was unsatisfactory. Overall revenue slightly increased by
approximately 4.25% or approximately HK$4.26 million as compared
with the financial year 2006, of which revenue generated from
healthcare food products and multi-functional water generators
increased by 52.66% to HK$24.63 million and increased by 8% to
HK$55.76 million respectively. However, BlOenergy® products
decreased by 22.80% to HK$20.10 million, which lowered the overall
increase rate of our revenue. This is caused by the intense competition
of the healthcare textile industry.

Due to the intense competition of the overall healthcare product
industry, the Group’s revenue increased by 4.25% this year, while
gross profit dropped by HK$1.93 million as compared with 2006.
Gross profit margin decreased by 3.70 percentage points to 41.65%.
The decrease was attributable to the sales of the multi-functional
water generators produced by OSG with lower gross profit margin,
which represent 19.6% of the sales. At the same time, the Group
increased the discounts offered to the franchisees under adverse
market environment and therefore the gross profit margin of each
product line has decreased.

With respect to expenses, with more resources contributed on brand
building and obtaining the certificates and awards, including “State
Free of Inspection Product”, “China Top Brand” and “China Well-known
Trademark” in the financial year 2006, the Group is free from
contributing further resources on marketing promotion. Therefore, in
the financial year 2007, the Group recorded a substantial drop of
approximately 20.18% or approximately HK$7.14 million to HK$28.23
million (2006: HK$35.37 million) in selling and distribution costs. In
the meantime, the Group strengthened its management in order to
enhance its enterprise management standard. Although
administrative expenses increased by approximately HK$1.05 million,
there was a sharp decrease in other operating expenses of
approximately 72.74% or approximately HK$17.42 million to HK$6.53
million (2006:HK$23.94 million).
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Management Discussion and Analysis

CEAERER Sk

Net Profit

Although the gross profit of the Group dropped by HK$1.93 million,
the Group recorded a significant decrease in the expenses . As a
result, the Group recorded an operating loss of approximately
HK$13.62 million (2006: approximately HK$38.09 million). The
income tax of the Group for the year was HK$0.17 million (2006:
approximately HK$0.99 million). Meanwhile, the Group gained a profit
of HK$1.16 million as a result of the disposal of its 40% equity
interest in Vitop OSG. Thus, the Group recorded a loss of
approximately HK$12.22 million (2006: approximately HK$39.78
million).

Pledge of Assets and Investments

As at 30 June 2007, the Group’s gearing ratio, measured on the
basis of total borrowings as a percentage of total equity attributable
to the shareholders of the Company, was approximately 6.21% (2006:
approximately 7.59%), of which the bank loans of approximately
HK$2.61 million (2006:approximately HK$3.89 million) were secured
by a pledge of our financial assets designated at fair value through
profit or loss of HK$2.36 million and pledged bank deposit of HK$0.02
million (2006: financial assets designated at fair value through profit
or loss of HK$2.48 million and pledged bank deposit of HK$0.02
million) and supported by a corporate guarantee executed by the
Company.

Significant Investment
During the year, there was no significant investment held by the Group.

Material Acquisitions and Disposals of
Subsidiaries and Associated Companies/
Jointly Controlled Entities

During the year, the Group disposed of the 40% equity interest in
Vitop OSG to its joint venture partner, OSG, resulting in a gain of
approximately HK$1.16 million.

Save as disclosed above, during the year, there was no other material
acquisition or disposal of subsidiaries and associated companies/
jointly controlled entities conducted by the Group.
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As at 30 June 2007, the Group employed a total of 271 (2006: 310)
employees, of which 265 were deployed in the PRC (2006: 304) and
6 (2006: 6) were deployed in Hong Kong. The total salaries (excluding
directors’ emoluments) for the year were approximately HK$17.53
million (2006: HK$18.33 million). Remuneration packages comprised
salary, mandatory provident fund, bonus, medical allowance and share
options.

The majority of the Group’s operations are located in the PRC, and
the main operational currencies are Hong Kong Dollars and Renminbi.
The Company is paying regular and active attention to Renminbi
exchange rate fluctuation and consistently assess exchange risks.

The Group mainly financed its major business operations by internally
generated cash flows. For the year under review, although the Group
recorded an operating loss, a net cash inflow amounted to HK$0.56
million was generated, which was primarily attributable to rising
corporate operating standard, more stringent inventory and
receivables control and prudent cash management, of which
approximately HK$5.96 million was net cash outflow from operating
activities, approximately HK$8.14 million was net cash inflow from
investment activities and approximately HK$1.62 million was net cash
outflow from financing activities. As at 30 June 2007, the cash and
bank balances of the Group amounted to approximately HK$30.56
million (2006: approximately HK$31.28 million).

The Group’s bank loan facility amounting to HK$5 million (2006:HK$5
million) is supported by a corporate guarantee executed by the
Company.

Save as disclosed above and that in the note 31 to the financial
statements, neither the Group nor the Company had any significant
contingent liabilities at the balance sheet date.
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While the global healthcare product industry has been growing rapidly,
the same industry in China remained almost stagnant. The slight
expansion in the overall market scale was incapable of alleviating
the difficulties faced by the enterprises in the healthcare industry
that were mainly caused by the short-sighted and overly speculative
measures undertaken by the owners of the enterprises, and have
resulted in the fierce competition in the entire industry. Such problem
could not be solved instantly.

In spite of such adverse environment, the Group still benefited from
its strong core competitiveness. The Group played an important role
in the PRC healthcare industry with its household brand name. The
Group’s cornerstones include its comprehensive products portfolio,
steady after-sale service system and nation-wide sales network, as
well as its loyal staff members and staunch customers across the
PRC.

The Group will regard gathering distributors’ efforts as its major
operating strategy in the future. Through establishing a system to
study distributors’ needs and an instant response system, the Group
will make operational decisions according to the market information
provided by the distributors. The Group will also pay more attention
to marketing methods, channels and products innovation with
development led by innovation. The Group believes that through
sustained efforts, the Group will develop steadily and healthily, and
this represents a step forward for the Group to become a healthcare
enterprise with a century of history.
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The directors present their report and the audited financial statements
of Vitop Bioenergy Holdings Limited (the “Company”) and its
subsidiaries (hereinafter collectively referred to as the “Group”) for
the year ended 30 June 2007.

Principal Activities

The principal activity of the Company is investment holding. The
principal activities of its subsidiaries are manufacturing and trading
of multi-functional water generators, BlOenergy® products, healthcare
food products and other healthcare products in the People’s Republic
of China, excluding Hong Kong and Macau.

Results and Appropriations

The results of the Group for the year ended 30 June 2007 and the
state of affairs of the Group and the Company as at that date are set
out in the financial statements on pages 36 to 107.

The directors do not recommend the payment of a final dividend to
shareholders of the Company for the years ended 30 June 2007 and
2006 respectively.

Summary of Financial Information

A summary of the published results and the assets, liabilities and
minority interests of the Group for the last five financial years is set
out on page 108. This summary does not form part of the audited
financial statements.

Donations

During the year, the Group made charitable donations of approximately
HK$0.36 million.

Property, Plant and Equipment

Details of the movements in the Group’s property, plant and equipment
during the year are set out in note 15 to the financial statements.
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Prepaid Land Lease Payments and Intangible
Assets

Details of the movements in the Group’s prepaid land lease payments
and intangible assets during the year are set out in notes 16 and 17
to the financial statements, respectively.

Share Capital and Share Options

Details of the movements in the Company’s share capital and share
options during the year, together with the reasons therefor, are set
out in notes 27 and 28 to the financial statements, respectively.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands, being the
jurisdiction in which the Company was incorporated, which would
oblige the Company to offer new shares on a pro rata basis to existing
shareholders.

Purchase, Sale or Redemption of Listed
Securities of the Company

During the year, there were no purchases, sales or redemptions by
the Company, or any of its subsidiaries, of the Company’s listed
securities.

Reserves

Details of the movements in the reserves of the Group and the
Company during the year are set out in the consolidated statement
of changes in equity and note 29 to the financial statements,
respectively.

Vitop Bioenergy Holdings Limited
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As at 30 June 2007, the Company’s reserve available for distribution,
calculated in accordance with the Companies Law, Cap.22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands, amounted
to approximately HK$26.49 million. This includes the Company’s
share premium account, in the capital amount of approximately
HK$52.08 million as at 30 June 2007, which may be distributed
provided that immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a position to
pay off its debts as and when they fall due in the ordinary course of
business. The share premium account may also be distributed in the
form of fully paid bonus shares.

During the year under review, the percentage of sales to the Group’s
five largest customers accounted for approximately 35.44% of the
Group’s total sales for the year and sales to the largest customer
included therein amounted to approximately 10.92%. Purchases from
the Group’s five largest suppliers accounted for approximately 56.70%
of the total purchases for the year and purchases from the largest
supplier included therein amounted to 21.33%.

To the best knowledge of the directors, neither the directors, their
associates, nor any shareholders who owned more than 5.0% of the
Company’s issued share capital, had any beneficial interest in the
Group’s five largest customers and/or five largest suppliers during
the year.
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The directors of the Company during the year and up to the date of
this report were as follows:

Mr. Hung Kai So (Chairman)

Mr. Han Xiaoyue (Joint Chairman)
(appointed on 23 April 2007)

Mr. Chen Henglong
(appointed on 14 May 2007)

Mr. Zhang He
(appointed on 14 May 2007)

Mr. Chan Yuk Tong

Mr. Liu Jun

Mr. Ma Yufeng
(resigned on 5 December 2006)

Mr. Ying Yoke Nean (Joint Chairman)
(appointed on 5 December 2006
and resigned on 23 April 2007)

Mr. Kam loi (Vice Chairman)
(resigned on 14 May 2007)

Mr. Yuan Tsu |
Professor Li Li Te
Mr. Chan Chiu Hung Alex

In accordance with article 86(3) of the articles of association of the
Company, Mr. Han Xiaoyue, Mr. Chen Henglong and Mr. Zhang He
shall hold office only until the forthcoming annual general meeting
of the Company and shall be eligible for re-election. Mr. Han,
Mr. Chen and Mr. Zhang, being eligible, will offer themselves for re-
election at the meeting.

In accordance with article 87(1) of the articles of association of the
Company, Professor Li Li Te will retire by rotation at the forthcoming
annual general meeting of the Company. Professor Li Li Te, being
eligible, will offer himself for re-election at the meeting.
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Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 22 to 26 of the
annual report.

Each of Messrs. Han Xiaoyue, Chen Henglong and Zhang He, the
executive directors, has not entered into a director’s service
agreement with the Company. They are not appointed for a specific
term but are subject to retirement by rotation and re-election at the
annual general meetings of the Company in accordance with the
articles of association of the Company. Either the Company or they
may terminate the appointment by giving at least three month’s notice
in writing.

Professor Li Li Te, the independent non-executive director, has not
entered into non-executive director’s service agreement with the
Company. He is not appointed for a specific term but is subject to
retirement by rotation and re-election at the annual general meetings
of the Company in accordance with the articles of association of the
Company. Either the Company or he may terminate the appointment
by giving at least one month’s notice in writing.

Save as disclosed above, no director proposed for re-election at the
forthcoming annual general meeting has a service contract with the
Company, which is not determinable by the Company within one year
without payment of compensation (other than statutory
compensation).

Save as disclosed in note 33 to the financial statements under the
heading “Related Party Transactions”, there were no other contracts
of significance to which the Company or any of its subsidiaries was a
party and in which a director of the Company had a material interests,
whether or any directly or indirectly subsisting at the end of the year
or at any time during the year.
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Report of the directors
EEEHRES

Directors’ Interests and Short Positions in
Shares, Underlying Shares and Debentures

As at 30 June 2007, the interests and short positions of the directors
of the Company in the shares, underlying shares and debentures of
the Company or any associated corporation (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong) (the “SFO")) as recorded in the register required
to be kept under section 352 of the SFO, or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model Code”),
were as follows:

Long positions in the shares and underlying shares
of the Company

ESNREG - HER G RIEEE
Bt iR

R-ZBZLFAA=TH  FRFESREL
AR EAIRE LR (ERR BB EAEST1E
& 5 R E KRG (785 R MERG ) FXVER)
HR G - HEROREEETHREREFSR
HERPIE 352K AT FENZ M AT IR
BERAR  IRBLTARNESETESX
SHEESTR (RESR) ABAERDRARE
BEMERX S IARNE (P B R X
BT

k=104

RAAE G RAERRGIEFE

Number of
underlying
shares held Approximate
Number of pursuant to Aggregate percentage
Name of directors Capacity shares held share options interest of interest
R 475 B B 4
HEWN i
EEfE 51 ik 8B HE RGBS E W L ol=E 074
Hung Kai So Beneficial owner 138,707,105 - 138,707,105 19.86%
2 R BREBA
Han Xiaoyue Interest of 119,805,112 - 119,805,112 17.15%
(appointed as controlled
a director of corporation
the Company (Note 1)
23 April 2007)
BRI IE REELENER
(R=ZBZLHF (B & —)
MA=+=H
BZERERRAES)
Liu Jun Beneficial owner 16,816,607 - 16,816,607 2.41%
2l BEREBA
Note 1:These 119,805,112 shares are owned by Pippen Group Ltd., the MizE— : 52%119,805,112KR R 19 JyEPippen

issued share capital of which is beneficially owned by Mr. Han Xiaoyue,
an executive Director, and Mr. Wang Jiandong as to 33.33% and
66.67% respectively. Each of Mr. Han Xiaoyue and Mr. Wang Jiandong
are deemed to be interested in these 119,805,112 under Part XV of
the SFO.
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Save as disclosed above, as at 30 June 2007, none of the directors
of the Company had any interests or short positions in the shares,
underlying shares and debentures of the Company or any associated
corporation (within the meaning of Part XV of the SFO) which were
recorded in the register required to be kept under section 352 of the
SFO, or otherwise to be notified to the Company and the Stock
Exchange pursuant to the Model Code.

The directors’ fee are subject to shareholders’ approval at general
meeting. Other emoluments are determined by the Company’s board
of directors or its remuneration committee with reference to directors’
duties, responsibilities and performance and the results of the Group.

Save as disclosed in the share option scheme disclosures in note
28 to the financial statements, at no time during the year was the
Company or any of its subsidiaries a party to any arrangement to
enable the directors of the Company to acquire benefits by means of
the acquisition of shares in, or debt securities including debentures
of, the Company or any other body corporate and none of the directors
or their spouses or children under the age of 18 had any right to
subscribe for securities of the Company, or had exercised any such
right during the year.

Details of the share option scheme are set out in note 28 to the
financial statements.
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Interest and Short Positions of Substantial
Shareholdrs/Other Persons Recorded in the
Reighster Kept Under Section 336 of the SFO

As at 30 June 2007, so far as the directors of the Company are
aware of and having made due enquires, the interests and short
positions of the substantial shareholders/persons (other than the
directors of the Company) in the shares and underlying shares of the
Company as recorded in the register required to be kept under section
336 of the SFO were as follows:

Long positions in the shares and underlying shares
of the Comapny

RiRaE s RS 1R5I553361% A
FEENSEL MR E IR
RBAHRMATHRERIEA

REZZZLFRA=1TH  BARAESHA
REEHEHRR - RIEEZ R ERAIE 3364
ATHFENSLMARE  2RRESUIIZ
FTERRATEARD ARG REERD T E
BHNERRARNT :

RAAE G RERRGIIEFE

Number of
underlying
shares held Approximate
Name of Number of pursuant to Aggregate percentage
shareholders Capacity shares held share options interest of interest
R 475 B B 4
BAEH L
IxRE& S Pigeldn g 4= HERHEE i Bt
Pippen Group Ltd. Beneficial owner 119,805,112 - 119,805,112 17.15%
EmBEAA
Sae-lao Rakchanok Beneficial owner 48,902,949 - 48,902,949 7.00%
EREBA
Longway Group Ltd. Beneficial owner 38,211,494 - 38,211,494 5.47%
(note 1)
EREBA
(M$=E—)
Note 1:By virtue of the SFO, Mr. Ma Yufeng is deemed to be interested in the MeE— : RIBEBHFRBEKRG  BEREEEFHER

38,211,494 shares of the Company held by Longway Group Ltd., a
company incorporated in the British Virgin Islands and wholly owned
by Mr. Ma.

Save as disclosed above, as at 30 June 2007, no person, other than
the directors of the Company whose interests are set out in the
section “Directors’ interests and short positions in shares, underlying
shares and debentures” above, had an interest or a short position in
the shares or underlying shares of the Company as recorded in the
register required to be kept by the Company under section 336 of
the SFO.
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Directors’ Interests in Competing Business

During the year and up to the date of this report, none of the directors
of the Company is interested in any business apart from the Group’s
business, which competes or is likely to compete, either directly of
indirectly, with the business of the Group.

Public Float

Based on the information that is publicly available to the Company
and within the knowledge of the directors of the Company, as at the
date of this report, there is sufficient public float of not less than
25% of the Company’s issued shares as required under the Listing
Rules.

Independent Non-executive Directors

The Company has received from each of its independent non-executive
directors the annual confirmation of his independence pursuant to
rule 3.13 of the Listing Rules. The Company, based on such
confirmation, considers Mr. Yan Tsu |, Professor Li Li Te and Mr.
Chan Chiu Hung Alex to be independent as at the date of this annual
report.

Auditors

The Company’s auditors, Grant Thornton retire and, being eligible,
offer themselves for reappointment.

On behalf of the Board

Han Xiaoyue
Joint Chairman

Hong Kong, 29 October 2007
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Mr. Hung Kai So (i#4£%%), aged 64, is the chairman of the Company
and is a director of various subsidiaries of the Group. Mr. Hung joined
the Group in February 1999 and is responsible for the strategic
planning, business development and corporate management of the
Group. He holds a diploma in Textile from the Hong Kong Technical
School. After graduation, he has worked in the textile industry and
has over 40 years of experience in the textile industry.

Dr. Han Xiaoyue (3£ JE), aged 45, has been appointed as an
executive director and Joint Chairman of the Company on 23 April
2007. Dr. Han holds a Bachelor Degree of Computer Science from
Tsinghua University, Beijing and a PhD in Finance from the University
of Texas, the United States. He has over 17 years’ of experience in
investment banking and has worked for multi-national securities firms
such as Merrill Lynch and Societe Generale. He has involved actively
in large-scale investment projects in the PRC and has rich experience
in investment management. Dr. Han had been appointed as an
executive director and the chief executive officer of Sino Gas Group
Limited, a company listed on the Stock Exchange. He is well-versed
with the operation and management of the listed company.

Dr. Chen Henglong (BRTERE), aged 42, has been appointed as an
executive director of the Company and Chief Executive Officer of the
Group on 14 May 2007. Dr. Chen graduated from the University of
Delaware in the United States in 1994 and obtained a PhD in
Biochemistry. Afterwards, Dr. Chen worked in Dupont and Imperial
Chemical Industries in the areas of bio-pharmaceutical research and
development. Dr. Chen had also founded and successfully operated
MNC Pharmaceutical Group for ten years and had accumulated
profuse experience in corporate governance, market strategy and
sales and research and development of new products. In 2006, Dr.
Chen was invited to join the Science Academy of China as visiting
scientist researcher and was mainly engaged in market strategy and
sales in relation to, among others, environmental protection and
biopharmaceutical projects.
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Mr. Zhang He (5&k:), aged 47, has been appointed as an executive
director of the Company on 14 May 2007. Mr. Zhang graduated from
Renmin University of China and obtained the Bachelor Degree of
Economics in 1982. After returning from Tokyo, where he worked as
an intern with Deloitte Tokyo for one year, he joined the China
Everbright Group. During the period of more than 13 years with the
China Everbright Group, he held the posts of finance manager, financial
controller, and deputy general manager in various group companies
in the China Everbright Group in Hong Kong and Mainland China and
gained extensive experience in large group enterprise management.
From 2002 to 2005, Mr. Zhang was an executive director of Beijing
Gaojin Investment Consultant Ltd. and led consulting engagements
in the area of assisting companies in the People’s Republic of China
getting listed overseas. All of these posts further enhanced Mr.
Zhang’s experience in finance, tax, accounting management, company
reorganization, and overseas capital operations of foreign investment
enterprises. Since April 2006, Mr. Zhang has been an executive
director of Hong Kong China National Resources Development
Holdings Limited, a company listed on the Stock Exchange.

Mr. Chan Yuk Tong (BRE ), aged 45, is an executive director of
the Company. Mr. Chan joined the Group in September 2005 and is
responsible for the development of strategic plans of the Group. He
holds a Bachelor’'s degree in Commerce from the University of
Newcastle in Australia and a Master’'s degree in Business
Administration from the Chinese University of Hong Kong. He has
more than 20 years of experience in auditing, accounting,
management consultancy and financial advisory services. Mr. Chan
is a practising fellow member of the Hong Kong Institute of Certified
Public Accountants and a member of CPA Australia. He is an
independent non-executive director of Anhui Conch Cement Company
Limited, Carico Holdings Limited, Daisho Microline Holdings Limited,
Kam Hing International Holdings Limited and Sichuan Xinhua Winshare
Chainstore Co., Ltd., the shares of these companies are listed on
the Main Board of The Stock Exchange of Hong Kong Limited. He
was also an independent non-executive director of Luks Industrial
(Group) Limited and World Trade Bun Kee Limited, listed companies
in Hong Kong, during the period from 30 September 2004 to
1 December 2005 and from 1 January 2007 to 3 July 2007,
respectively.
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Mr. Liu Jun (2148), aged 49, is an executive director of the Company
and is a director of two subsidiaries of the Group. Mr. Liu joined the
Group in October 1992 and is in charge of the new products
development of the Group and the public relationship with professional
associations. He completed a four-year course in Textile Engineering
from East China Institute of Textile Science and Technology (£ 3R %5
4 T E2B%) in January 1982. Prior to joining the Group, he had worked
in the textile industry for many years. Mr. Liu is a co-inventor of the
BlOenergy® compound. He is also the deputy secretary of the China
Healthcare Association (TER R ERIMER).

Mr. Yuan Tsu | (R#18), aged 59, has been appointed as an
independent non-executive director of the Company since May 2001.
Mr. Yuan is the president of Cottonhide Industrial Co., Limited, which
is principally engaged in raw cotton product trading business in Taiwan
and South East Asia. He has over 25 years of experience in the raw
cotton product trading industry.

Mr. Chan Chiu Hung Alex (PR#li), aged 41, has been appointed as
an independent non-executive director of the Company since January
2006. Mr. Chan holds a Bachelor degree in Business Administration,
major in Finance from the Hong Kong Baptist University. He has been
working with several listed and multinational companies for over 14
years. Mr. Chan is a fellow member of the Association of Chartered
Certified Accountants, a member of the Hong Kong Institute of
Certified Public Accountants, the Institute of Chartered Secretaries
and Administrators and the Hong Kong Institute of Company
Secretaries. He is an independent non-executive director of A-Max
Holdings Limited (Stock Code: 959) and Kong Sun Holdings Limited
(Stock Code: 295) whose shares are listed on the Main Board of The
Stock Exchange of Hong Kong Limited.
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Professor Li Li Te (FEB%¥), aged 59, has been appointed as an
independent non-executive director of the Company since October
2004. He graduated from Northwest Agriculture University in 1981
and holds a Master degree and a Doctor degree both from Hokkaido
University in 1985 and 1988 respectively. He has been engaged in
the scientific research work on storage processing of agricultural
produce, food project and electrolytic ion function water development.
Professor Li was previously the vice president of China Agricultural
University and is the chairman of Water Function Research and
Development Promotion Committee of the China Healthcare
Association, Food Science and Engineering discipline evaluation group
member of Academic Degree Committee under the State Council,
vice director of the National Food and Nutrition Consultative
Committee, vice president of the third session of Chinese Institute
of Food Science and Technology, council member of Chinese Food
Industry Association, vice chairman of the seventh and eighth session
of China Association of Agricultural Science Societies, honorary vice
president of the Chinese Society of Agricultural Engineering, council
member of Chinese Cereals and Oils Association and president of
Beijing Agricultural Engineering Society.

Dr. Lu Gen Xin(E#R ), aged 54, joined the Group on 1 July 2007
as the chief operating officer of Vitop Group. He is responsible for
strategic development, market operation and innovative projects of
the Group. He graduated from Wuhan University and Fudan University
and is a senior visiting scholar in University of Maryland, US and an
economics professor with Doctorate of Law degree. He held senior
positions and worked as an executive chairman in large-scale state-
owned enterprises in the PRC and has extensive experience in
strategic planning, investment, mergers and acquisitions, operation
and marketing.

Mr. Xing He Ping(fBF013E), aged 52, joined the group on 14 April
2007 as the general manager of Vitop Bioenergy (China) Ltd. He is
responsible for the strategic planning, business development and
overall management of the Company. He obtained a Bachelor of Arts
degree and a Master’s degree in Economics from Wuhan University
and Huazhong Normal University and is a senior economist, a law
professor and an international arbitrator. He has held senior
management positions in well-known state-owned enterprises, foreign-
invested enterprises and large-scale private pharmaceutical
companies and has extensive experience in international trading,
strategic planning and management operations in pharmaceutical
market.
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Mr. Liu Yi Song (2]—#2), aged 63, is the general manager of Hefei
Vitop Meiling Environmental Technologies Co., Ltd (R IE X FEZE
REHEBREME LD F) (“Vitop Meiling”), a subsidiary of the Company,
and is a director of a subsidiary of the Group. Mr. Liu joined the
Group in April 2004 and is responsible for the management of Vitop
Meiling. He graduated from the Department of Management
Engineering of Hefei university of Technology (& JE T# K &) in 1984.
Prior to Joining the Group, he had over 20 years of experience in
business management.

Mr. Yeung Man Simon(#5#}), aged 35, is the financial controller
and company secretary of the Company. Mr. Yeung joined the Group
in November 2004 and is responsible for the financial and internal
control of the Group. He graduated from the University of Georgia,
the United States of America with a Bachelor degree in Accounting
and a Bachelor degree in Finance and Banking. Mr. Yeung is an
associate member of the Hong Kong Institute of Certified Public
Accountants and a member of the American Institute of Certified
Public Accountants. Prior to joining the Company, he worked in an
international accounting firm. He has over 10 years of experience in
auditing, finance and accounting.

Ms. He Rui Hong (fIJ¥w4L), aged 37, is the deputy general manager
of Vitop China. Ms. He joined the Group in July 1993 and is
responsible for the financial and management of the daily operation
of the Group. She graduated from the Department of Economics and
Management of Henan Polytechnic University Al F 2 T K 2) major
in accounting and auditing, with a Bachelor degree in Engineering in
1992 and completed a postgraduate course in accounting in the
School of Management of Sun Yat-Sen University in 2003. She has
over 14 years of experience in financial management.

Mr. Xiao Cheng Zhi( B 7% &), aged 36, joined the group on 1 August
2005 as a deputy general manager of Vitop Bioenergy (China) Ltd.
He is responsible for overall marketing and coordination of the
Company. He graduated from Hubei University in 1992 and is an
intermediate economist. Before joining our Company in 2002, he
has over 10 years of experience in marketing and management.
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The Company is committed to establishing and maintaining high
standards of corporate governance. The directors of the Company
believe that sound and reasonable corporate governance practices
are essential for the growth of the Group and for safeguarding and
maximizing shareholders’ interests.

During the year, the Company has applied the principles and complied
with the code provisions set out in the Code on Corporate Governance
Practices (the “Code”) contained in Appendix 14 to the Listing Rules,
except for the deviations from code provisions A.4.1 and E.1.2 as
stated and explained below.

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers at set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its own code for securities transactions
by Directors. All members of the Boards has confirmed, following
specific enquiry by the Company, that they have complied with the
required standard as set out in the Model Code during the year.

The Board comprises nine directors, of which six are executive
directors and three are independent non-executive directors. The
members of the Board as at the date of this annual report are as
follows:

Mr. Hung Kai So (Chairman)
Mr. Han Xiaoyue (Joint Chairman)
(appointed on 23 April 2007)
Mr. Chen Henglong
(appointed on 14 May 2007)
Mr. Zhang He
(appointed on 14 May 2007)
Mr. Chan Yuk Tong
Mr. Liu Jun
Mr. Ma Yufeng
(resigned on 5 December 2006)
Mr. Ying Yoke Nean (Joint Chairman)
(resigned on 23 April 2007)
Mr. Kam loi (Vice Chairman)
(resigned on 14 May 2007)
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Mr. Yuan Tsu |
Professor Li Li Te
Mr. Chan Chiu Hung Alex

The Board assumes responsibility for leadership and control of the
Company and shall be collectively responsible for promoting the
success of the Company by directing and supervising the Company’s
affairs. The Board formulates overall strategies and policies of the
Group and monitors the performance and activities of the
management. With delegating authorities from the Board, the
management of the Company is responsible for the day-to-day
operations of the Group under the leadership of the Vice Chairman
and Joint Chairman.

To the best knowledge of the Company, there is no financial, business,
family or other material/relevant relationships among members of
the Board and in particular, between the Chairman and the Vice
Chairman and Joint Chairman.

During the year, 10 full board meetings (including four regular board
meetings) were held and the individual attendance of each director
at the board meetings was as follows:

Directors Attendance

Executive directors

Mr. Hung Kai So (Chairman) 10/10

Mr. Han Xiaoyue (Joint Chairman) 3/3
(appointed on 23 April 2007)

Mr. Chen Henglong 0/2
(appointed on 14 May 2007)

Mr. Zhang He 2/2
(appointed on 14 May 2007)

Mr. Chan Yuk Tong 7/10

Mr. Liu Jun 8/10

Mr. Ma Yufeng 4/4
(resigned on 5 December 2006)

Mr. Ying Yoke Nean (Joint Chairman) 1/1
(resigned on 23 April 2007)

Mr. Kam loi (Vice Chairman) 4/6
(resigned on 14 May 2007)

Independent non-executive directors

Mr. Yuan Tsu | 10/10

Professor Li Li Te 8/10

Mr. Chan Chiu Hung Alex 10/10

=AEWLEE
ZEEHE
[ £ 4t S &

%%*%EEAEE&&F“$’&32§E W E
BEREREEARABHUMEERD TR
é’é)ﬁ cEEEHEAREMNERRBEREE
WEREEE2RBENENF - ARAEEEE
EEERE  AERRIEREBEIRE2EE
TEBRREEREER -

RARRRE  EBEREZBE BRIRE
FREIETERBEERE 2B BEERME -
X% IMAEMBER HEZBER -

FR - AQREBHATIORERESSEE (B

HNAEEEEHER) MEEBNESS
EENEFEZENT
B HEE
HITESE
HEELE (FF) 10/10
ﬁaﬂnﬁéﬁ‘ﬁi (BFEEE) 3/3
(R=—ZEZTt+tFNF=+=HEZF)
BRIEE L4 0/2
(R=—ZFEZFLtFERF+HHEZT)
/—H‘EE 2/2
(R=FBZELFERH1HHEZF)
BREREE 7/10
BErE 8/10
BR®EE 4/4
(R=ZEZEXF+=HFHFT)
TRELRE BEEE) 1/1
(R=—FEZFLFEMF=+=HET)
ﬁmﬁ'ﬁi (s/'f/ﬁ) 4/6
(R=ZZF-LFHA+IHHBE)
BUFHITESE
REREE 10/10
ZERHHER 8/10
R &1 3t e 4 10/10



For a regular board meeting, notice of at least fourteen days is given
to all directors of the Company, who are given an opportunity to include
matters in the agenda for discussion, and an agenda and
accompanying board papers are sent to all directors of the Company
at least three days before the intended date of a regular board
meeting.

Minutes of board meetings and meetings of board committees are
kept by the secretary of the Company and are open for inspection at
any reasonable time on reasonable notice by any director of the
Company. Draft and final versions of minutes of board meetings are
sent to all directors of the Company for their comment and records
respectively, in both cases within a reasonable time after the board
meeting is held.

Appropriate insurance cover has been arranged in respect of legal
action against the directors and officers of the Group.

Under code provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term and be subject to re-election.

The independent non-executive directors of the Company (other than
Mr. Yuan Tsu |) were not appointed for a specific term, but are subject
to retirement by rotation and re-election at the annual general
meetings of the Company in accordance with the articles of
association of the Company.

Mr. Yuan Tsu I, the independent non-executive director, has entered
into a non-executive director’s contract with the Company for an initial
fixed period of one year commencing on 10 February 2003. The
contract will continue thereafter for further successive periods of
one year, provided that the Company may terminate the appointment
at the end of each one-year period by giving to the director at least
one month’s written notice thereof.

The remuneration committee of the Company was established on 21
March 2005 with specific written terms of reference and comprises
three independent non-executive directors of the Company, namely
Mr. Yuan Tsu | (the chairman of the committee), Professor Li Li Te
and Mr. Chan Chiu Hung Alex.
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The role and function of the remuneration committee primarily include
reviewing, considering and approving proposals as well as making
recommendations to the Board on the Company’s policy and structure
relating to the remuneration of directors and senior management.

During the year, one meeting was held by the remuneration committee
to consider and approve the terms of the service agreements made
with executive director and senior management, and discuss
remuneration related matters. The individual attendance of each
member at the remuneration committee meetings was as follows:

Members Attendance
Mr. Yuan Tsu | (chairman of the committee) 1/1
Professor Li Li Te 0/1
Mr. Chan Chiu Hung Alex 1/1

The Board is empowered under the articles of association of the
Company to appoint any person as a director of the Company either
to fill a casual vacancy or as an addition to the existing Board. No
nomination committee was established by the Company in view of
the small size of the Board. The Board as a whole is responsible for
considering the suitability of an individual to act as a director of the
Company, and approving and terminating the appointment of a director
of the Company.

The executive directors of the Company are responsible for selecting
and recommending suitable candidates for members of the Board
based on their characters, qualifications, experience and background,
when there is a vacancy or an additional director is considered
necessary. The recommendations of the executive directors are then
put forward for consideration by the Board.

During the year, the executive directors recommended four candidates
for the appointments to the Board.

During the year, three meetings were held by the Board to consider
and approve the appointments and resignations of directors of the
Company. The attendances of the meetings comprised a majority of
the executive directors and independent non-executive directors, with
no director being involved in fixing his own terms of appointment and
no independent non-executive director being involved in assessing
his own independence. All such appointments and resignations are
unanimously resolved by the members of the Board attending at the
meetings.
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The individual attendance of each director at the board meetings
was as follows:

Directors Attendance

Mr. Hung Kai So (Chairman) 373

Mr. Han Xiaoyue (Joint Chairman) 1/1
(appointed on 23 April 2007)

Mr. Chen Henglong 0/0
(appointed on 14 May 2007)

Mr. Zhang He 0/0
(appointed on 14 May 2007)

Mr. Chan Yuk Tong 3/3

Mr. Liu Jun 2/3

Mr. Ma Yufeng 1/1
(resigned on 5 December 2006)

Mr. Ying Yoke Nean (Joint Chairman) 0/1
(resigned on 23 April 2007)

Mr. Kam loi (Vice Chairman) 0/2
(resigned on 14 May 2007)

Mr. Yuan Tsu | 3/3

Professor Li Li Te 2/3

Mr. Chan Chiu Hung Alex 3/3

An amount of approximately HK$0.44 million was charged to the
Group’s consolidated income statement for the year ended 30 June
2007 for audit services provided by Messrs. Grant Thornton. There
were no significant non-audit services provided by Messrs. Grant
Thornton during the year.

The audit committee of the Company was established on 18 January
2002 with written terms of reference which were revised on 21 March
2005 in compliance with the code provision C.3.3 of the Code. The
audit committee comprises three independent non-executive directors
of the Company, namely Mr. Chan Chiu Hung Alex (chairman of the
committee), Mr. Yuan Tsu | and Professor Li Li Te. Mr. Chan Chiu
Hung Alex possesses appropriate professional accounting
qualifications and related financial management expertise as required
under rule 3.10(2) of the Listing Rules.

The primary duties of the audit committee include the review and
supervision of the financial reporting process and internal control
system, and the review of the interim and annual reports of the Group.
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During the year, two meetings were held by the audit committee to
review the annual report of the Group for the year ended 30 June
2007 and the interim report of the Group for the six months ended
31 December 2006 before submission to the Board for approval,
and to provide advice and comments thereon to the Board. The
individual attendance of each member at the audit committee
meetings was as follows:

Members Attendance
Mr. Chan Chiu Hung Alex (Chairman of the committee) 2/2
Mr. Yuan Tsu | 2/2
Professor Li Li Te 2/2

The directors of the Company acknowledge their responsibility for
preparing the accounts of the Group for the year ended 30 June
2007.

The statement by Messrs. Grant Thornton, the existing external
auditors of the Company, about their reporting responsibilities on
the accounts of the Group is set out in the Report of the Auditors on
pages 34 and 35.

As at 30 June 2007, the directors of the Company confirm that, to
the best of their knowledge, information and belief, having made all
reasonable enquiries, they are not aware of any material uncertainties
relating to events or conditions that may cast significant doubt upon
the Company’s ability to continue as a going concern. Accordingly,
the directors of the Company have prepared the accounts of the
Group on a going concern basis.

The Board has the responsibility to ensure that the Company
maintains sound and effective internal controls to safeguard the
shareholders’ investments and the Company’s assets. The internal
control system is designed to provide reasonable, but not absolute,
assurance against material misstatement or loss and the
management rather than elimination of risks associated with the
business activities of the Group.
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The Board endeavours to maintain an on-going dialogue with
shareholders and in particular, use annual general meetings or other
general meetings to communicate with shareholders and encourage
their participation.

The directors of the Company host the annual general meeting each
year to meet the shareholders and answer their enquiries.

Under code provision E.1.2 of the Code, the Chairman of the Board
should attend, and the chairmen of the audit and remuneration
committees should be available to answer questions at, the annual
general meeting of the Company.

The Chairman of the Board and the chairman of the remuneration
committee were unable to attend the annual general meeting of the
Company held on 22 December 2006 in person, but the Chairman of
the Board has already delegated to one of the executive directors of
the Company to chair the meeting on his behalf and has also arranged
for the chairman of the audit committee to be available to answer
questions at the annual general meeting on behalf of the chairman
of the remuneration committee.
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Certified Public Accountants
Member of Grant Thornton International

To the members of Vitop Bioenergy Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Vitop
Bioenergy Holdings Limited (the “Company”) set out on pages 36 to
107, which comprise the consolidated and company balance sheets
as at 30 June 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 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 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 other 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 auditors’ judgement, 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 auditors consider 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 of the Group as
at 30 June 2007 and of the Group’s loss 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.

Grant Thornton

Certified Public Accountants
13th Floor, Gloucester Tower
The Landmark

15 Queen’s Road Central
Hong Kong

29 October 2007
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Consolidated Income Statement

AL TS

For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

2007 2006
—EEtE —EZERE
Notes HK$’000 HK$'000
it & FHET TR
Revenue g 6 104,247 99,988
Cost of sales HERTR (60,826) (54,640)
Gross profit E7 43,421 45,348
Other income Hitg A 7 4,922 3,347
Selling and distribution costs HERDHAK (28,234) (35,371)
Administrative expenses THEBER (27,201) (26,148)
Other operating expenses HihEe B8R (6,525) (23,940)
Impairment loss recognised on the ENEHESE
remeasurement of assets of disposal group EREZZHEERE 24 - (1,323)
Loss from operating activities FEHE 8 (13,617) (38,087)
Finance costs B 9 (273) (131)
Gain on disposal of subsidiaries HEMB L B WE 682 -
Gain on disposal of a jointly-controlled entity HE i FE 4 BB 1,161 -
Share of loss of a jointly-controlled entity ~ #{EHERHERER - (570)
Loss before income tax expense MRET BT RIGE (12,047) (38,788)
Income tax expense FEHEY 10 (174) (987)
Loss for the year KEERR (12,221) (39,775)
Attributable to : THNLRE :
Equity holders of the Company KAAEREAA 11 (12,681) (39,920)
Minority interests YERRER 460 145
Loss for the year XEEHE (12,221) (39,775)
Dividends RE 12 - -
Loss per share attributable to equity holders ERFATERBEEA
of the Company during the year EitgREsE 13
Basic 2N HK(1.82) cents 1l HK(5.78) cents &1l
Diluted e N/A TiEH N/A TER
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As at 30 June 2007
R-ZZEZELFEXRA=1+H

2007 2006
—EELtE —EEREF
Notes HK$’000 HK$'000
Mo F#ET FBT
Property, plant and equipment ME - BERRE 15 8,902 12,545
Prepaid land lease payments SRR iR SRR 16 - -
Intangible assets BEEE 17 3,626 1,773
Interests in a jointly-controlled entity REREZEHER ZER 19 = -
Financial assets designated EERRAFELRERR
at fair value through profit or loss EESER2HMBEEE 20 2,356 2,480
Pledged bank deposit SRR ITER 23 20 20
14,904 16,818
Inventories FE 21 12,760 19,096
Trade receivables B S EWARR 22 2,226 4,767
Deposits, prepayments and other e ANFER
receivables H{th & U BR X 14,904 6,470
Cash and bank balances BERBITER 23 30,563 31,282
60,453 61,615
Assets classified as held for sale DEAUHHEECEE 24 = 7,165
60,453 68,780
Trade payables g S EMNIRM 25 6,417 8,948
Accrued liabilities and other payables  fExt & & & H it EEBRRR 13,691 10,976
Deposits received gz 8,656 8,567
Interest-bearing bank loans FSTERITER 26 1,842 2,276
Provision for income tax FrigFiEsE 37 57
30,643 30,824
Liabilities associated with assets HEoEATHEE 2
classified as held for sale EEMHBEzEE 24 = 122

30,643 30,946



wEEEREBR

As at 30 June 2007
R-EZELFASA=1+H

Consoﬁdated alance Sheet

2007 2006
—EBELE —EEREF
Notes HK$’000 HK$’000
Mo FETT FExT
Net current assets REEEFHE 29,810 37,834
Total assets less current liabilities EESLERRISERE 44,714 54,652
Non-current liabilities ERHER
Interest-bearing bank loans STERITER 26 770 1,613
Net assets BEFHE 43,944 53,039
EQUITY B
Equity attributable to equity holders AASERIFFA
of the Company FE{GHEZS
Share capital &N 27 17,464 17,464
Reserves & 29 24,571 33,785
42,035 51,249
Minority interests PEIREHERS 1,909 1,790
Total equity RS 43,944 53,039
Han Xiaoyue Zhang He
Director Director
R 2R 58]
EE EE
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Balance Sheet
SEBER

As at 30 June 2007
R-ZEZBLHEXA=1H

2007 2006
—EELtE —EERE
Notes HK$’000 HK$'000
Mo FET T T
ASSETS AND LIABILITIES BEREE
Non-current assets FRENEE
Interests in subsidiaries NI 18 29,691 33,691
Interests in a jointly-controlled entity ~ RIAFE&IEE o EHE 19 = -
29,691 33,691
Current assets RENEE
Amounts due from subsidiaries FE WL FS B 1 B FRIE 18 18,902 23,018
Deposits, prepayments and other e ENRER
receivables H {th fE UL BR X 4,038 93
Cash and bank balances BeERBTES 23 20 11
22,960 23,122
Current liabilities RENEE
Amounts due to subsidiaries FEATHI B 2 B FRIE 18 7,619 3,277
Accrued liabilities and other payables  fEzt & &R Hth BRI 1,083 497
8,702 3,774
Net current assets RBEERE 14,258 19,348
Net assets BEFE 43,949 53,039
EQUITY B
Share capital S 27 17,464 17,464
Reserves s 29 26,485 35,575
Total equity EELS 43,949 53,039
Han Xiaoyue Zhang He
Director Director
BREERE R
= EE
REEYERER AT 39

SBRLEER




For the year ended 30 June 2007
BE-_ZTtH&AA=1+HLEE

Loss before income tax
Adjustments for:
Interest income
Depreciation
Amortisation
Loss on disposal of property, plant
and equipment
Gain on disposal of subsidiaries
Share of loss of a jointly-controlled
entity

Gain on disposal of a jointly-controlled

entity

Impairment loss
on trade receivables

Impairment loss on deposits,
prepayments and other receivables

Provision for obsolete and slow
moving inventories

Finance costs

Impairment loss recognised on the
remeasurement of assets of
disposal group

Operating loss before working capital
changes
Decrease/(Increase) in inventories
Decrease/(Increase)
in trade receivables
(Increase)/Decrease in deposits,
prepayments and other receivables
Decrease/(Increase) in financial assets
designated at fair value
through profit or loss
Decrease in short term investments
Decrease in trade payables
Increase in accrued liabilities
and other payables
Increase/(Decrease) in deposits received

Cash used in operations
PRC corporate income taxes paid
Interest paid

Net cash used in from operating
activities

2007
—ETtE
Notes HK$’000
M 5F FHET
BRFTSRLATE R (12,047)
E2EHTHIFAE :
FE WA (864)
e 5,044
ey 2,000
HEWME  BER
HEZEE 104
HEMB QAW (682)
AL HEESE R
ZE18 -
HEHARZEHEE
&= (1,161)
B 5 R
2R EEE 1,766
e BEREREAm
FEUWERFR 2 B 1B -
RERFHTFE
BE 1,919
B %2 273
EFFIELHEEE
EERAZBEERE
REtEEBEESEH
T EE (3,648)
FERD, () 4,877
B 5 BRI
WA () 1,321
Fe ENREREMER
BRFX (3 n) iRk A (8,434)
EEABRAFELENREE
IR BB EE
WA () 124
EHRERD -
B 5 ESRIURSD (2,531)
EitaEREMmES
BRFXIE N 2,715
BUWET &M, (L) 89
KECHAZRS (5,487)
ENHBESERER (194)
2FE (273)
BEEBKEEHZ

BEFHE (5,954)

2006
—
HK$’000
TEx
(38,788)
(389)
5,358
1,911

153

570

2,254
10,957
7,319
131
1,323
(9,201)
(1,313)
(1,192)
7,783
(2,480)
1,495
(8,329)

708
(1,353)

(13,882)

(930)
(131)

(14,943)



Consolidated Cash Flow Statement

GEBHERER

For the year ended 30 June 2007

BE-STLEAA=TALERE
2007 2006
—TEtE —EERE
Notes HK$’000 HK$'000
M 5F FHET FHBT
Cash flows from investing activities BETHZHRER=E
Purchase of property, plant and BEYE BEKSKE
equipment (729) (1,711)
Proceeds from disposal of property, HEVE  BENSRE
plant and equipment FriSsE 238 282
Purchase of intangible assets BEEFEE (3,708) -
Decrease/(Increase) in time deposits ~ WHERREE R ABBE
with original maturity of more than =ERz2EHER
three months when acquired WA, (1) 2,585 (10,619)
Acquisition of subsidiaries 52 B8 B B8 A &) - 191
Additional interest in a subsidiary R—EHE AR
ZEIMER - (286)
Proceeds from disposal of subsidiaries HEMBATFEHRE 32 7,725 -
Proceeds from disposal of HEHBEHER
a jointly-controlled entity e8| 1,161 -
Interest received 2R E 864 389
Increase in pledged bank deposit KRR 1T ERIG 0 - (20)
Net cash generated from/(used in) REZEEL "
investing activities (EBH) Z2HELFHE 8,136 (11,774)
Cash flows from financing activities REEHZRERE
New bank loans FIGIRITER - 5,000
Repayment of bank loans EBRITEXR (1,277) (1,611)
Dividend paid to minority shareholder 21+ —RIKI B2 &
of a subsidiary DERRRE (341) -
Dividend paid 2FRE - (1,859)
Net cash (used in)/generated from BEETE (BEBA) . B
financing activities EXZHEFHE (1,618) 1,530
Net increase/(decrease) in cash and IRE&RINLSZEEY
cash equivalents wm o GRY) B8 564 (25,187)
Cash and cash equivalents FMZHRERBEELEEY
at beginning of the year 20,663 44,780
Effect of foreign exchange rate Ex@gagze
changes 1,302 1,070
Cash and cash equivalents FRZAERBFAEEEY
at end of the year 22,529 20,663
Analysis of balances of cash and HReERREEZEYD
cash equivalents EHEDWH
Cash and bank balances BENBITLEE 30,563 31,282
Time deposits with original maturity of IR REZIE BB
more than three months when acquired =188 2 EHEX (8,034) (10,619)
Cash and cash equivalents at 30 June WRAA=1THZRER
REEEYD 22,529 20,663
xeenepannd K]

—EDLHFEFR




Consolidated Statement of Changes in Equity
GEEREHR

For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

Equity attributable to equity holders of the Company

FATRBHEARLER
Retained
Capital profits/ Proposed
Share Share Statutory  redemption Capital ~ Translation (Accumulated final Minority Total
capital  premium * Teserve * Teserve * reserve * reserve * losses) * dividend Total interests equity
&% RERi/ Hik by

RE  RbE  AERE  BOEE A%ER BERER  (RRER RERR 4%  Bxi 5]
HKS000  HK$'000  HKS'000  HKS000  HKS'000  HKSO00  HKS'000  HKS'000  HKS000  HKS000  HKS'000
Tik7 TR TR TR Tik7 Tk TR TR TR T T

At 30 June 2005 RZZZRE/AZ1A
and 1 July 2005 R=EZRELA-B 17,048 30,496 8,789 29 28,764 (57) 1,514 4,910 91,493 1,801 93,384
Tranglation adjustment ER@E - - - - - 1,535 - - 1,535 40 1,575

Net income/(expenses) recognised  EERNERTERZ
directly in equity WA/ Bx) 38 - - - - - 1,535 - - 1,535 4 1,575
Loss for the year rEEFR - - - - - - (39,920) - (39,920) 145 (39,775)

Total recognised income and FREBAZHAR

expense for the year HXa8 - - - - - 1,535 (39,920) - (38,385) 185 (38,200)
Final dividend 2005 paid BR-EZREERERE
- paid by cash - HBSRE - - - - - - - (1,859) (1,859) - (1,859)
- satisfied by issue of new shares  — WBTHRRKE 416 2,635 - - - - - (3,051) - - -
Additional interest in a subsidiary  A—EHBAT 2 EMER - - - - - - - - - (286) (286)
At 30 June 2006 RZZZRERAZTA

and 1 July 2006 R-EERELH-H 17,464 33,131 8,789 29 28,764 1,478 (38,406) - 51,249 1,790 53,039
Translation adjustment ER@E - - - - - 3,467 - - 3,467 - 3,467
Net income/(expenses) recognised  EERMERTERZ

directly in equity B/ %) 58 - - - - - 3,467 - - 3467 - 3,467
Loss for the year rEEFR - - - - - - (12,681 - (12,681) 460 (12,221)
Total recognised income and FREBAZHAR

expense for the year k%t - - - - - 3,467 (12,681) - (9,214) 460 (8,754)
Dividend paid to minority THOEREZRE

shareholders - - - - - - - - - (341) (341)
At 30 June 2007 RZFFtERAZTE 17,464 33,131 8,789 29 28,764 4,945 (51,087) - 42,035 1,909 43,944

* These reserve accounts comprise the consolidated reserves of HK$24,571,000 (2006: HK$33,785,000) in the consolidated balance sheet.
v ULRERFAEENGAERABRTUSTLO0E T ZEARE CTEAF 1 33,785, 0008 70) ©
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The Company was incorporated in the Cayman Islands on 15
February 2001 as an exempted company with limited liability
under the Companies Law, Cap. 22 (Law 3 of 1961, as
consolidated and revised) of the Cayman Islands. The Company
withdrew the listing of its shares on The Growth Enterprise
Market (the “GEM”) of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 10 February 2003, and on
the same date, by way of introduction, listed its entire issued
share capital on the Main Board of the Stock Exchange.

The Company’s registered office is Cricket Square, Hutchins
Drive, RO. Box 2681, Grand Cayman KY1-111, Cayman Islands.
The Company’s principal place of business has been changed
from Suites 918-920, 9/F Sun Hung Kai Centre, 30 Harbour
Road, Wanchai, Hong Kong to Suites 913-917, 9/F Sun Hung
Kai Centre, 30 Harbour Road, Wanchai, Hong Kong during the
year.

The principal activity of the Company is investment holding.
The principal activities of its subsidiaries are manufacturing
and trading of BlOenergy® products, healthcare food products,
multi-functional water generators and other healthcare
products in the People’s Republic of China, excluding Hong
Kong and Macau (the “PRC”").

The financial statements on pages 36 to 107 have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) which collective term includes all
applicable individual Hong Kong Financial Reporting Standards,
Hong Kong Accounting Standards and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants.
The financial statements also include the applicable disclosure
requirements of the Hong Kong Companies Ordinance and the
Rules Governing the Listing of Securities on the Stock
Exchange (“Listing Rules”).

The financial statements for the year ended 30 June 2007
were approved and authorised for issue by the board of
directors on 29 October 2007.

For the year ended 30 June 2007
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es to the Financial Statements
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For the year ended 30 June 2007
BE-ZZLEAAZ+THLEE
2. Adoption of New or Amended HKFRSs

44

From 1 July 2006, the Group has adopted all the new and
amended HKFRSs which are first effective on 1 July 2006
and relevant to the Group. The adoption of these HKFRSs has
resulted in changes in the Group’s accounting policies on
financial guarantee contracts.

The amendments to HKAS 39 require an entity to account for
certain financial guarantee contracts in accordance with the
standard. To comply with the requirements of the amended
HKAS 39, the Group has adopted a new accounting policy to
recognise financial guarantee contracts. On initial recognition,
these contracts are measured at fair value and they are
subsequently stated at the higher of :

- the amount initially recognised less where appropriate,
cumulative amortisation recognised in accordance with
the Group’s revenue recognition policies; and

- the amount of the obligation under the contract, as
determined in accordance with HKAS 37 —
Contingent Liabilities and Contingent Assets”
377).

“Provision,
(“HKAS

Details of this new accounting policy are set out in note 3.23.
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Notes to the Financial Statements

Adoption of New or Amended HKFRSs

(continued)

New or amended HKFRSs that have been
issued but are not yet effective

The Group has not early adopted the following HKFRSs that
have been issued but are not yet effective. The directors of
the Company anticipate that the adoption of such HKFRSs
will not result in material financial impact on the Group’s
financial statements.

HKAS 1 (Amendment) Capital Disclosures?
HKAS 23 (Revised) Borrowing Costs?

HKFRS 7 Financial Instruments: Disclosures*
HKFRS 8 Operating Segments?

HK(IFRIC) — Int 10 Interim Financial Reporting and

Impairment®
HK(IFRIC) — Int 11 Group and Treasury Share
Transactions*

HK(IFRIC) — Int 12 Service Concession Arrangements®

HK(IFRIC) — Int 13 Customer Loyalty Programmes®

AT F5 R R B aE

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+ALEE
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Notes to the Financial Statements

RA 7540 3R B 5

For the year ended 30 June 2007
BE-_ZZTt+HAA=+ALEFE

2. Adoption of New or Amended HKFRSs

(continued)

New or amended HKFRSs that have been
issued but are not yet effective (continued)

& Effective for annual periods

1 January 2007

2 Effective for annual periods

1 January 2009

3 Effective for annual periods

1 November 2006

4 Effective for annual periods

1 March 2007

5 Effective for annual periods

1 January 2008

6 Effective for annual periods

1 July 2008

beginning on

beginning on

beginning on

beginning on

beginning on

beginning on

or

or

or

or

or

after

after

after

after

after

after

3. Summary of Significant Accounting Policies

3.1 Basis of preparation

The significant accounting policies that have been used
in the preparation of these financial statements are
summarised below. These policies have been
consistently applied to all the years presented unless

otherwise stated.

The financial statements have been prepared on the
historical cost basis except for the revaluation of certain
assets and liabilities. The measurement bases are fully
described in the accounting policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of financial
statements. Although these estimates are based on
management’s best knowledge and judgement of
current events and actions, actual results may
ultimately differ from those estimates. The areas
involving higher degree of judgement or complexity, or
areas where assumptions and estimates are significant
to the financial statements, are disclosed in note 4.
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The consolidated financial statements incorporate the
financial statements of the Company and its
subsidiaries made up to 30 June each year.

Subsidiaries are entities over which the Group has the
power to control the financial and operating policies
so as to obtain benefits from their activities. The
existence and effect of potential voting rights that are
currently exercisable 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 excluded from
consolidation from the date that control ceases.

Business combinations are accounted for by applying
the purchase method. This involves the revaluation at
fair value of all identifiable assets and liabilities,
including contingent liabilities of the subsidiary, at the
acquisition date, regardless of whether or not they were
recorded in the financial statements of the subsidiary
prior to acquisition. On initial recognition, the assets
and liabilities of the subsidiary are included in the
consolidated balance sheet at their fair values, which
are also used as the bases for subsequent
measurement in accordance with the Group’s
accounting policies.

Intra-group transactions, balances and unrealised gains
on transactions between group companies are
eliminated in preparing the consolidated financial
statements. Unrealised losses are also eliminated
unless the transaction provides evidence of an
impairment of the asset transferred.

In the Company’s balance sheet, subsidiaries are
carried at cost less impairment loss unless the
subsidiary is held for sale or included in a disposal
group. The results of the subsidiaries are accounted
for by the Company on the basis of dividends received
and receivable at the balance sheet date.

For the year ended 30 June 2007
BE-_ZZtHEXRA=1+HLEE
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For the year ended 30 June 2007
BZE-_ZTtHEAA=1+HLEE

Minority interest represents the portion of the profit or
loss and net assets of a subsidiary attributable to equity
interest that are not owned by the Group and are not
the Group’s financial liabilities.

Minority interests are presented in the consolidated
balance sheet within equity, separately from the equity
attributable to the equity holders of the Company. Profit
or loss attributable to the minority interests are
presented separately in the consolidated income
statement as an allocation of the Group’s results.
Where losses applicable to the minority exceed the
minority interests in the subsidiary’s equity, the excess
and further losses applicable to the minority are
allocated against the minority interests to the extent
that the minority has a binding obligation and is able
to make an additional investment to cover the losses.
Otherwise, the losses are charged against the Group’s
interests. If the subsidiary subsequently reports profits,
such profits are allocated to the minority interests only
after the minority’s share of losses previously absorbed
by the Group has been recovered.

A jointly-controlled entity is a contractual arrangement
whereby two or more parties undertake an economic
activity that is subject to joint control. Joint control is
the contractually agreed sharing of control over an
economic activity, and exist only when the strategic
financial and operating decisions relating to the activity
require the unanimous consent of the venturers.

Under the equity method, the Group’s interests in the
jointly-controlled entity is carried at cost and adjusted
for the post-acquisition changes in the Group’s share
of the jointly-controlled entity’s net assets less any
identified impairment loss, unless it is classified as
held for sale or included in a disposal group that is
classified as held for sale. The consolidated income
statement includes the Group’s share of the post-
acquisition, post-tax results of the jointly-controlled
entity for the year, including any impairment loss on
goodwill relating to the investment in the jointly-
controlled entity recognised for the year.
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When the Group’s share of losses in the jointly-
controlled entity equals or exceeds its interest in the
jointly-controlled entity, the Group does not recognise
further losses, unless it has incurred legal or
constructive obligations or made payment on behalf of
the jointly-controlled entity.

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of the jointly-
controlled entity recognised at the date of acquisition
is recognised as goodwill. The cost of acquisition is
measured at the aggregate of the fair values, at the
date of exchange, of assets given, liabilities incurred
or assumed and equity instruments issued by the
Group, plus any costs directly attributable to the
investment.

The goodwill is included within the carrying amount of
the investment and is assessed for impairment as part
of the investment. After the application of equity
method, the Group determined whether it is necessary
to recognise an additional impairment loss on the
Group’s investment in its jointly-controlled entity. At
each balance sheet date, the Group determines whether
there is any objective evidence that the investment in
jointly-controlled entity is impaired. If such indications
are identified, the Group calculates the amount of
impairment as being the difference between the
recoverable amount of the jointly-controlled entity and
their respective carrying amount.

Unrealised gains on transactions between the Group
and its jointly-controlled entity are eliminated to the
extent of the Group’s interest in the jointly-controlled
entity. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of
the asset transferred.

In the Company’s balance sheet, the investment in a
jointly-controlled entity is stated at cost less any
impairment losses. The result of the jointly-controlled
entity is accounted for by the Company on the basis of
dividend received and receivable.

For the year ended 30 June 2007
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For the year ended 30 June 2007
BZE-_ZTtHEAA=1+HLEE

Property, plant and equipment, other than construction
in progress, are stated at cost less accumulated
depreciation and impairment losses. The cost of an
asset comprises its purchase price and any directly
attributable costs of bringing the asset to the working
condition and location for its intended use. 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
costs, such as repairs and maintenance are charged
to the income statement during the financial period in
which they are incurred.

Depreciation is calculated on the straight-line basis to
write off the cost of property, plant and equipment, less
any estimated residual values, over the following
estimated useful lives :

Leasehold improvements 5 years or over
the lease terms,
whichever is shorter

Machinery and equipment 8 to 12 years
Furniture and office equipment 3 to 8 years
Motor vehicles 8 years

The gain or loss arising on disposal or retirement of an
item of property, plant and equipment recognised in
the income statement is the difference between the
net sales proceeds and the carrying amount of the
relevant asset.

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

Construction in progress represents a building under
construction, which is stated at cost less any
impairment losses and is not depreciated. Cost
comprises direct cost of construction during the period
of construction.
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For the year ended 30 June 2007
BE-ZZLEARAZTHLEE

EFBREE @

3. Summary of Significant Accounting Policies 3.
(continued)

3.6 HEEE

3.6 Financial assets

Financial assets other than hedging instruments are
classified into the following categories: loans and
receivables, financial assets at fair value through profit
or loss, available-for-sale financial assets and held-to-
maturity investments.

Management determines the classification of its
financial assets at initial recognition depending on the
purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions
of the instrument. When financial assets are recognised
initially, they are measured at fair value, plus, in the
case of investments not at fair value through profit or
loss, directly attributable transaction costs.

Derecognition of financial assets occurs when the rights
to receive cash flows from the investments expire or
are transferred and substantially all of the risks and
rewards of ownership have been transferred. At each
balance sheet date, financial assets are reviewed to
assess whether there is objective evidence of
impairment. If any of such evidence exists, impairment
loss is determined and recognised based on the
classification of the financial assets.
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For the year ended 30 June 2007
BE-_ZZTt+HAA=+ALEFE

3. Summary of Significant Accounting Policies 3. FEE:TBUEHE @)

(continued)

3.6 Financial assets (continued)

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss
includes financial assets held for trading and financial
assets designated upon initial recognition as at fair
value through profit or loss.

Financial assets are classified as held for trading if
they are acquired for the purpose of selling in the near
term. Derivatives, including separated embedded
derivatives are also classified as held for trading unless
they are designated as effective hedging instruments
or financial guarantee contracts.

Where a contract contains one or more embedded
derivatives, the entire hybrid contract may be
designated as a financial asset at fair value through
profit or loss, except where the embedded derivative
does not significantly modify the cash flows or it is
clear that separation of the embedded derivative is
prohibited.

Financial assets may be designated at initial recognition
as at fair value through profit or loss if the following
criteria are met :

- the designation eliminates or significantly
reduces the inconsistent treatment that would
otherwise arise from measuring the assets or
recognising gains or losses on them on a
different basis; or
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Financial assets at fair value through profit or loss
(continued)

- the assets are part of a group of financial assets
which are managed and their performance
evaluated on a fair value basis, in accordance
with a documented risk management strategy
and information about the group of financial
assets is provided internally on that basis to
the key management personnel; or

- the financial asset contains an embedded
derivative that would need to be separately
recorded.

Trade receivables

Trade receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Trade receivables are subsequently
measured at amortised cost using the effective interest
method, less any impairment losses. Amortised cost
is calculated taking into account any discount or
premium on acquisition and includes fees that are an
integral part of the effective interest rate and
transaction cost.

Impairment of financial assets

At each balance sheet date, financial assets other than
at fair value through profit or loss are reviewed to
determine whether there is any objective evidence of
impairment. If any such evidence exists, the impairment
loss is measured and recognised as follows :

For the year ended 30 June 2007
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For the year ended 30 June 2007
BE-_ZZTt+HAA=+ALEFE

3. Summary of Significant Accounting Policies 3. FEE:TBUEHE @)

(continued)

3.6 IBEE®

3.6 Financial assets (continued)

Impairment of financial assets (continued)

Trade receivables

If there is objective evidence that an impairment loss
on trade receivables carried at amortised cost has been
incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and
the present value of estimated future cash flows
(excluding future credit losses that have not been
incurred) discounted at the financial asset’s original
effective interest rate. The amount of the loss is
recognised in the income statement of the period in
which the impairment occurs.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related
objectively to an event occurring after the impairment
was recognised, the previously recognised impairment
loss is reversed to the extent that it does not result in
a carrying amount of the financial asset exceeding what
the amortised cost would have been had the impairment
not been recognised at the date the impairment is
reversed. The amount of the reversal is recognised in
the income statement of the period in which the reversal
occurs.
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Inventories are stated at the lower of cost and net
realisable value. Cost is determined using weighted
average method and, in the case of work in progress
and finished goods, comprise direct materials, where
applicable, direct labour and an appropriate proportion
of overheads. Net realisable value is the estimated
selling price in the ordinary course of business less
any applicable selling expenses.

Intangible assets

Intangible assets acquired separately are recognised
initially at cost. After initial recognition, intangible
assets with finite useful lives are carried at cost less
accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets
with finite useful lives is provided on straight-line basis
over their estimated useful lives.

Intangible assets with indefinite useful lives are carried
at cost less any subsequent accumulated impairment
losses. Intangible assets are tested for impairment as
described below in note 3.12. Amortisation commences
when the intangible assets are available for use.

Research and development costs

Costs associated with research activities are expensed
in the income statement as they occur. Costs that are
directly attributable to the development phase are
recognised as intangible assets provided they meet the
following recognition requirements :

(i) demonstration of technical feasibility of the

prospective product for internal use or sale;

(ii) there is intention to complete the intangible
asset and use or sell it;

For the year ended 30 June 2007
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FEZFTBEREE @

3. Summary of Significant Accounting Policies 3.

56

(continued)
3.8 Intangible assets and research and 3.8 BREERAERE @)
development costs (continued)
Research and development costs (continued) Rk & (18)
(iiiy  the Group’s ability to use or sell the intangible (iiiy MWIEREEBENFEA
asset is demonstrated; RHEEBRFEEE ;
(iv)  the intangible asset will generate probable (iv) BEEEATEEBRANI
economic benefits through internal use or sale; FEAREEEERER
=
(v)  sufficient technical, financial and other resources (v) BRHMAFEM - BHEREA
are available for completion; and ERATHEAME S &
(vi)  the expenditure attributable to the intangible (i) EhEREEZHTUT
asset can be reliably measured. BEE
Direct costs include employee costs incurred on HEERACEHENEEZES
development along with an appropriate portion of AR EE LBl 2 8 BE R A
relevant overheads. The costs of internally generated Ko EmBABES ZRIPRA
product developments are recognised as intangible HBRAEVEE - HitEH1H
assets. They are subject to the same subsequent HggmBlE e BEEE 25
measurement method as externally acquired intangible 2HEMER -
assets.
All other development costs are expensed as incurred. FMEHMBARRAREERX
g o
3.9 Prepaid land lease payments 3.9 JEfftBEERNR

Prepaid land lease payments represent up-front
payments to acquire the land use rights/leasehold land.
They are stated at cost less accumulated amortisation
and accumulated impairment losses. Amortisations are
charged to the consolidated income statement over the
remaining period of the lease on a straight line basis.
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Income tax for the year comprises current tax and
deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, tax authorities
relating to the current or prior reporting period, that
are unpaid at the balance sheet date. They are
calculated according to the tax rates and tax laws
applicable to the periods to which they relate, based
on the taxable profit for the year. All changes to current
tax assets or liabilities are recognised as a component
of tax expense in the income statement.

Deferred tax is the tax expected to be payable or
recoverable on differences between the carrying
amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in
the computation of taxable profit, and is accounted for
using the balance sheet liability method. Deferred tax
liabilities are generally recognised for all taxable
temporary differences, and deferred tax assets are
recognised to the extent that it is probable that taxable
profits will be available against which deductible
temporary differences can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from the initial recognition of other assets and
liabilities in a transaction that affects neither the tax
profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is
probable that the temporary difference will not reverse
in the foreseeable future.

The carrying amount of deferred tax assets is reviewed
at each balance sheet date and reduced to the extent
that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset
to be recovered. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable
profit will be available.
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For the year ended 30 June 2007
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3. Summary of Significant Accounting Policies
(continued)

3.10 Income tax (continued)

Deferred tax assets and liabilities are not discounted.
Deferred tax is calculated at the tax rates that are
expected to apply in the year when the liability is settled
or the asset realised. Deferred tax is charged or
credited to the income statement, except when it
relates to items charged or credited directly to equity,
in which case the deferred tax is also dealt with in
equity.

3.11 Cash and cash equivalents

Cash and cash equivalents include cash at bank and
in hand as well as short term bank deposits.

3.12 Impairment of assets

Property, plant and equipment, intangible assets and
interests in subsidiaries are subject to impairment
testing.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of fair value, reflecting
market conditions less costs to sell, and value in use.
In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-
tax discount rate that reflects current market
assessment of time value of money and the risk specific
to the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As a result,
some assets are tested individually for impairment and
some are tested at cash-generating unit level.
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3. Summary of Significant Accounting Policies 3. FTEE:TBUEME @)

(continued)

3.12 Impairment of assets (continued) A12EBERE®

Impairment losses recognised for cash-generating units
is charged pro rata to the assets in the cash generating
unit, except that the carrying value of an asset will not
be reduced below its individual fair value less cost to
sell, or value in use, if determinable.

An impairment is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net
of depreciation or amortisation, if no impairment loss
had been recognised. A reversal of an impairment loss
is credited to the income statement in the period in
which it arises.

3.13 Assets classified as held for sale

Assets and disposal groups are classified as held for
sales if their carrying amount will be recovered
principally through a sale transaction rather than
through continuing use. This condition is regarded as
met only when the sale is highly probable and the asset
(or disposal group) is available for immediate sale in
its present condition. Assets (and disposal groups)
classified as held for sale are measured at the lower
of the assets’ (disposed group’s) previous carrying
amount and fair value less costs to sell.
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Retirement benefits scheme

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “Retirement Scheme”) under the
Mandatory Provident Fund Schemes Ordinance
for those employees who are eligible to
participate in the Retirement Scheme.
Contributions are made based on a percentage
of the employees’ basic salaries and are charged
to the income statement as they become
payable in accordance with the rules of the
Retirement Scheme. The assets of the
Retirement Scheme are held separately from
those of the Group in an independently
administered fund. The Group’s employer
contributions vest fully with the employees when
contributed into the Retirement Scheme except
for the Group’s employer voluntary contributions,
which are refunded to the Group when an
employee leaves employment prior to the
contributions vesting fully, in accordance with
the rules of the Retirement Scheme.

Pursuant to the relevant regulations of the
government of the PRC, subsidiaries of the
Group operating in the PRC are required to
participate in an employee pension scheme
operated by the relevant local government
authorities in the PRC and to make contributions
for employees who are registered as permanent
residents in the PRC. Such contributions are
charged to the income statement as they
become payable.
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(i)

Share-based employee compensation

The Group operates equity-settled share-based
compensation plans for remuneration of its
employees.

All employee services received in exchange for
the grant of any share-based compensation are
measured at their fair values. These are
indirectly determined by reference to the share
options awarded. The value is appraised at the
grant date and excludes the impact of any non-
market vesting conditions.

All share-based compensation is recognised as
an expense in income statement, unless it
qualifies for recognition as asset, with a
corresponding credit to share option reserve. If
vesting periods or other vesting conditions apply,
the expense is recognised over the vesting
period, based on the best available estimate of
the number of share options expected to vest.
Non-market vesting conditions are included in
assumptions about the number of options that
are expected to vest. Estimates are
subsequently revised, if there is any indication
that the number of share options expected to
vest differs from previous estimates. No
adjustment to expense recognised in prior
periods is made if fewer share options ultimately
are exercised than originally estimated.

At the time when the share options are
exercised, the amount previously recognised in
share option reserve will be transferred to share
premium. When the share options are forfeited
or are still not exercised at the expiry date, the
amount previously recognised in share option
reserve will be transferred to retained profits.

For the year ended 30 June 2007
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For the year ended 30 June 2007
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3. Summary of Significant Accounting Policies
(continued)

3.15 Equity-settled share-based payment
transactions

(i) Share options granted to employees

Details of the accounting policy are set out in
note 3.14(ii)

(i) Share options granted to customers/suppliers

Share options issued to customers/suppliers
in exchange for goods or services are measured
at the fair values of the goods or services
received. The fair values of the goods or services
received are recognised immediately as
expenses, unless the goods or services qualify
for recognition as assets.

3.16 Financial liabilities

Financial liabilities are recognised when the Group
becomes a party to the contractual agreements of the
instrument. All interest related charges are recognised
as an expense in finance costs in the income
statement.

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and are subsequently stated
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.

Trade and other payables are recognised initially at fair
value and subsequently measured at amortised cost,
using the effective interest rate method.
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For the year ended 30 June 2007
BE-_ZZTt+HEAA=+ALEE

3. Summary of Significant Accounting Policies 3. FTEE:TBUEME @)

(continued)

3.17 Share capital 3171 &E

Ordinary shares are classified as equity. Share capital
is determined using the nominal value of shares that
have been issued.

Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any
related income tax benefits) to the extent they are
incremental costs directly attributable to the equity
transaction.

3.18 Income recognition

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following
bases :

(i) Revenue from the sales of goods is recognised
on the transfer of risks and rewards of
ownership, provided that the Group maintains
neither managerial involvement to the degree
usually associated with the ownership, nor
effective control over the goods sold;

(ii) Interest income is recognised on a time
proportion basis, taking into account the
principal amounts outstanding and the effective
interest rates applicable; and

(iii) ~ Dividend income is recognised when the Group’s
right as a shareholder to receive payment is
established.
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For the year ended 30 June 2007
BE-_ZZTt+HAA=+ALEFE

3. Summary of Significant Accounting Policies 3. FEE:TBUEEHIE @)

64

(continued)

3.19 Government grants 3.19 BT BA W 25

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 in gross amount 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

BUSH R IR AT S R IR 3E
7% ] R R A SR B ST — 1)
B AR B - RE AT EER -
ENABRE 2B #RRETIR
W s 2% P 2 AR R ER R (2 )
AETECE TR BB HIEE R
E50 o ERRE Y - MR NRE
B2 BUT R BR R BIFT A ER
B & & 5 1R IE 2E U 4 B U
@ WRIRERPUERERE
HEE 2R ERFHER -

assets.
3.20 Related parties 3.20 B AT
Parties are considered to be related to the Group if : WEBEAEEAEES AL

(i) directly, or indirectly through one or more Q)

intermediaries, the party :

- controls, is controlled by, or is under
common control with, the Group; or

- has an interest in the Group that gives it
significant influence over the Group; or

- has joint control over the Group;

(ii) the party is an associate or a jointly controlled (ii)
entity;
(iii)  the party is a member of the key management (iii)

personnel of the Group or its parent;

(iv)  the party is a close member of the family or any (iv)
individual referred to in (i) or (iii);
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(v) the party is an entity that is controlled, jointly
controlled or significantly influenced by or for
which significant voting power in such entity
resides with, directly or indirectly, any individual
referred to in (iii) or (iv); or

(vi)  the party is a post-employment benefit plan for
the benefit of employees of the Group, or of any
entity that is a related party of the Group.

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that arrangement conveys a right to use a
specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
a determination is made based on an evaluation of the
substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a
lease.

Leases which do not transfer substantially all the risks
and rewards of ownership to the Group are classified
as operating leases. Where the Group has the use of
assets held under operating leases, payment made
under the leases are charged to the income statement
on a straight line basis over the lease terms.

The financial statements are presented in Hong Kong
dollars (HK$), which is also the functional currency of
the Company.

In the separate financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity using
the exchange rates prevailing at the dates of the
transactions. At balance sheet date, monetary assets
and liabilities denominated in foreign currencies are
translated at the foreign exchange rates ruling at the
balance sheet date. Foreign exchange gains and losses
resulting from the settlement of such transactions and
from the translation of monetary assets and liabilities
denominated in foreign currencies at year-end exchange
rates are recognised in the income statement.

For the year ended 30 June 2007
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For the year ended 30 June 2007
BZE-_ZTtHEAA=1+HLEE

In the consolidated financial statements, all separate
financial statements of subsidiaries and jointly
controlled entities originally presented in a currency
different from the Group’s presentation currency, have
been converted into Hong Kong dollars. Assets and
liabilities have been translated into Hong Kong dollars
at the closing rate at the balance sheet date. Income
and expenses have been converted into Hong Kong
dollars at the exchange rates ruling at the transaction
dates, or the average rates over the reporting period
provided that the exchange rates do not fluctuate
significantly. Any differences arising from this procedure
have been dealt with in the translation reserve in equity.
Goodwill and fair value adjustments arising on the
acquisition of a foreign entity have been treated as
assets and liabilities of the foreign entity and translated
into Hong Kong dollars at the closing rates.

A financial guarantee contract is a contract that requires
the issuer (or guarantor) to make specified payments
to reimburse the holder for a loss it incurs because a
specified debtors fails to make payment when due in
accordance with the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair
value of the guarantee is initially recognised as deferred
income within trade and other payables. Where
consideration is received or receivable for the issuance
of guarantee, the consideration is recognised in
accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is
received or receivable, an immediate expense is
recognised as investment in subsidiaries on initial
recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in the income statement
over the term of the guarantee as income from financial
guarantee issued. In addition, provisions are recognised
if and when it becomes probable that the holder of the
guarantee will call upon the Group under the guarantee
and the amount of that claim on the Group is expected to
exceed the current carrying amount, where appropriate.
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Notes to the Financial Statements

Summary of Significant Accounting Policies
(continued)

3.24 Dividends

Final dividends proposed by the directors are classified
as a separate allocation of retained profits or other
distributable reserves, where appropriate, within the
equity section of the balance sheet, until they have
been approved by the shareholders in a general
meeting. When these dividends have been approved
by the shareholders and declared, they are recognised
as a liability.

Interim dividends are simultaneously proposed and
declared, because the Company’s memorandum and
articles of association grant the directors the authority
to declare interim dividends. Consequently, interim
dividends are recognised immediately as a liability when
they are proposed and declared.

Critical Accounting Estimates and
Judgements

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 to 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.

(i) Impairment of receivables

The Group’s management determines impairment of
receivables on a regular basis. This estimate is based
on the credit history of its customers and current
market conditions. The management of the Group
reassesses the impairment of receivables at the
balance sheet date.
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Notes to the Financial Statements
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For the year ended 30 June 2007
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4. Critical Accounting Estimates and
Judgements (continued)

(ii)

(iii)

Impairment of inventories

In determining the amount of allowance required for
obsolete and slow-moving inventories, the Group would
evaluate ageing analysis of inventories and compare
the carrying value of inventories to their respective net
realisable values. A considerable amount of judgement
is required in determining such allowance. If conditions
which have impact on the net realisable value of
inventories deteriorate, additional allowances may be
required.

Amortisation of intangible assets

The Company amortises its intangible assets on a
straight-line basis over the estimated useful life ranged
from three to ten years, commencing from the date on
which the intangible assets are available for use. The
estimated useful life reflects the directors’ estimate
of the periods that the company intends to derive future
economic benefits from its intangible assets.

5. Segment Information

Segment information is presented by way of two segment
formats: (i) on a primary segment reporting basis, by business
segment; and (ii) on a secondary segment reporting basis, by
geographical segment.

The Group’s operating businesses are structured and managed
separately, according to the nature of their operations and
the products they sell. Each of the Group’s business segments
represents a strategic business unit that offers products which

are subject to risks and returns that are different from those
of the other business segments.
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Notes to the Financial Statements

Segment Information (continued)
Summary details of the business segments are as follows :

- the BlOenergy® products segment consists of the
manufacturing and trading of bedding products,
underclothing and body protection accessories
containing the BlOenergy® compound;

- the healthcare food products segment consists of the
trading of healthcare food products, including
polypeptide products;

- the multi-functional water generators segment consists
of the manufacturing and trading of multi-functional
water generators; and

- the “others” segment consists of the trading of other
healthcare products and others.

In determining the Group’s geographical segments, revenues
and results are attributed to the segments based on the
location of the customers, and assets are attributed to the
segments on the location of the assets.
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For the year ended 30 June 2007
BE-_ZZTt+HAA=+ALEFE

5. Segment Information (continued) 5. oEBEHE @
(a) Business segments (a) EFB7EB
The following tables present revenue, results and TREJNAEBIZEK D B2
certain assets, liabilities and expenditure mEEBERETEE  BEKH
information for the Group’s business segments: TER
BlOenergy® Healthcare Multi-functional
products food products water generators Others Consolidated
RER RIIER RERE SRS i &8
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
ZFRtE CIERE CEFLE CETAE CEFLE CEE5E CEEtE CBEAE CEFLE CE%5E
HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000
Tén FEr  FET  TEr  TER  TEn  TER  TEr  TERT  TEx
Segment revenue : AN
Sales to external HNEFHE
customers 20998 27201 24631 16135 55759 51,638 2,859 5014 104,247 99,988
Segment resuls PR 2,698 560 2463 (35) 7410 3080  (1,302) (3034 11,269 511
Unallocated other income ~ ERZEUA 492 3347
Unallocated expenses AIBEX (29,808)  (42,005)
Loss from operating ek
activities (13,617) (38,087
Finance cost BEX (273)  (131)
Gain on disposal of HERBARNE
subsidiaries 682 -
Gain on disposal of HERR RS
ajointlycontrolled entity ~ EEUE 1,161 -
Share of oss of BELRES
a ointly- controlled ERFE
entity = (670)
Loss before income tax~~~ RETERAIEE (12,047)  (38,788)
Income tax expense frEfinx (174  (987)
Loss for the year REERE (12,221)  (39,775)
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For the year ended 30 June 2007
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Segment Information (continued) 5. 9EEHE @
(a) Business segments (continued) (a) EBRE @
BlOenergy® Healthcare Multi-functional
products food products water generators Others Consolidated
REF BIER RERE SRk 4] &8
2007 2006 2007 2006 2007 2006 2007 2006 2007 2006
RRtE CEIAF CRELE CEEAE CREtE CIRAF CFRtE CETE C¥RtE 3R
HK$'000  HK$'000  HKS$'000  HK$'000  HKS$'000  HK$'000  HKS'000  HK$'000  HKS$'000  HK$'000
Tén TEr  TER  TEr  FERT  TEn  TEm TEn  TER TER
Segment assets PHEE 10,214 9,783 1,165 2,241 4,724 7,736 796 1585 16,899 21,345
Interests in a RERES
jointlycontrolled entity BB ZER - - - - - - - - - -
Unallocated assets AIMER 58458 64253
Total assets BEE 75,357 85598
Segment liabilities pE=l
Unallocated liabiliies *AREE 31413 32,559
Total liabilities ek 3413 32,559
Other segment information: A EH :
Depreciation il - - - - 103 9 1 9 114 101
Unallocated amount of KA RHESE
depreciation 4,930 5,257
5,044 5,358
Amortisation of intangible ~ EF/EE 2 Btk
assets 1425 1,300 575 611 - - - - 2,000 1,911
Capital expenditure ERRY - - - - 105 30 12 - 17 30
Unallocated amounts of ~ RAEER
capital expenditure [k 612 1681
729 1,711
Provision for obsolete and ~ RE R 4
slowmoving inventories ~ FERE 286 253 - 1691 295 26 1,338 2859 1919 7319
Unallocated provision for & HEWE R
impairment of trade HERSGEL
receivables and deposits, R E{EWES
prepayment and other LRAERE
receivables 1766 13211
REEYERER AT 71
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For the year ended 30 June 2007
BE-_ZZTt+HAA=+ALEFE

5. Segment Information (continued)
(b) Geographical segments

A geographical analysis of the Group’s revenue, certain
asset and expenditure information is not presented as
the Group’s revenue and assets in geographical
segments other than the PRC are less than 10% of the
aggregate amount of all segments.

6. Revenue

Revenue, which is also the Group’s turnover, represents the
net invoiced value of goods sold, after allowances for returns
and trade discounts where applicable. All significant intra-group
transactions have been eliminated on consolidation.

7. Other Income

5.

PEREF @)
(b) 3Hb[E45ER

HRAEE R E S I (PER
M zBEREELREIBDS
BETRRIEZ10% @ R 2 5K
EERMER S 2 BHTE
EREZERDWN -

W &2

Wi FENRAKE 2 ERE  BHEH
BRERERESZITH MER) B 2HEE
mBEFE - IEREARARZ—EXR
REEREEIRE FIKE -

Hib Ut A

Group

AEE
2007 2006
—ETtE —EEXREF
HK$’000 HK$’'000
THET FET
Interest income FE WA 864 389
Government grants (Note) BT B U s (BT EE) 2,700 1,552
Others Hts 1,358 1,406
4,922 3,347

Note: Government grants are related to certain incentive schemes
offered by the PRC Government for the achievement of widely
recognised brand in the PRC and certain research and
development projects undertaken by the Group.
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Loss from operating activities is arrived at after charging/

(crediting):

Auditors’ remuneration
Cost of inventories sold
Staff costs
Directors’ remuneration
(note 14(a))
Wages and salaries
Pension scheme contributions

Depreciation

Amortisation of intangible
assets*

Exchange gain, net

Operating lease charges in
respect of land and buildings

Impairment loss on trade
receivables

Impairment loss on deposits,
prepayments and other
receivables

Provision for obsolete and
slow-moving inventories

Loss on disposal of property,
plant and equipment

Fair value loss on financial
assets designated at fair
value through profit or loss

BE R &
EHFE A
BT
EEWe
(FFaE14(a))
ITERFS
ERESFTEIHR

e
B EE#E

BE 5 W 25 % 5

RELTHREFZ
HEMYRAX

B 5 BUWIRR ZRERE

e RARERAEMME
W AR R E R B

RERFHEFERE

HEME - BER
RiBZEBRE
EEREDFEBRR
BRIk

MBEE

* included in other operating expenses

Rz

nr

For the year ended 30 June 2007
BE-_ZZtH&AA=1+HLEE

EEHBEMER GTA) THEE

Group

%M
2007 2006
—8FtE —EEXE
HK$’000 HK$’000
FERT FET
438 438
60,826 54,640
3,835 3,770
16,543 17,344
988 981
21,366 22,095
5,044 5,358
2,000 1,911
(73) (51)
3,341 3,455
1,766 2,254
- 10,957
1,919 7,319
104 153
124 30

* BIA BB EER XA
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For the year ended 30 June 2007
BE-ZZLEARAZ+THLEE

9. Finance Costs 9. HFEXZH
Group
EEE
2007 2006
—BFTLEF —EEXRE
HK$’000 HK$’'000
THET FBT
Interest on bank loans BREFAEBHEEZZ
wholly repayable within IRITERZAE
five years 273 131
10. Income Tax Expense 10. FiISBiAX

Hong Kong Profits Tax has not been provided as the Group
had no assessable profits arising in Hong Kong during the
year (2006 : Nil). Taxes on profits assessable elsewhere have
been calculated at the applicable rates of tax prevailing in the
jurisdiction in which the Group operates, based on existing
legislation, interpretations and practices in respect thereof
during the year.

AN S B F W2 &8 I R R B R
CEEARE ) BUEFHEER
BHEIE o Afbith )5 2 BRERBUER] 2 B
ENRAEEEEEB 2 REAERER
ZBRABREANE  URBEFARZBE
ZHBEED - RBREMMEE -

Group

xEH
2007 2006
—EEtHE —EEXRE
HK$’000 HK$’000
THET FET

Current — PRC BE} — HE

Charge for the year AEEZH 174 987
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Reconciliation between income tax expense and accounting
loss at applicable tax rates is as follows :

Loss before income tax BRATERIAIEE

Tax at the applicable tax rates  RBEBRFIEZFH1E
(Note a) (MizEa)

Tax effect of non-deductible FHMBEEI 2R BT E
expenses

Tax effect of non-taxable income HBEZRBUA ZFH K&

Tax effect of temporary AFBRALKERZ
differences not recognised BMESE

Tax effect of tax losses not AERBEEEZH KT E
recognised

Tax benefit from tax holiday B 2B HEEE (M)
(Note b)

Others Htb

Income tax expense R X

Notes :

a. The applicable rates are the rates prevailing in the jurisdictions

in which the Company and its subsidiaries operate.
b. In accordance with the applicable corporate income tax law

of the PRC, the Company’s subsidiaries established in the
PRC, are entitled to an exemption from PRC corporate income
tax for the first two profitable calendar years of its operation
and a 50% relief on corporate income tax for the following

three years.

At the balance sheet date, the Group has unused tax losses
of HK$47,585,000 (2006: HK$39,004,000) available for
offsetting against future taxable profits of the companies which
incurred the losses. Deferred tax assets have not been

recognised in respect of these losses due to the
unpredictability of future profit streams.

For the year ended 30 June 2007
BE-ZZLEAAZTHLEE

BEABRETE SN RETE
BHROT -

Group

AEH
2007 2006
“EBTtHE —EEXNE
HK$’000 HK$’ 000
THET FHET
(12,047) (38,788)
(2,021) (6,073)
581 1,802
(202) (3)
505 3,006
1,507 1,385
(196) (59)
- 929
174 987

MiEE

a. BRAREALLATAREKE QAL

EEBCRAEEEERZBE -

b. REBAMPEREMERE &
REARPERLZMBRBEEM
BREEIANFEERRERTE
REFED  WERE=FRER
—¥EFREH -

REER  XEEZREBAHIESES
47,585,000 BT (ZEZAREF :
39,004,000/ t) @ AIHIKEEEEEE
Z AT ZAKRRERBIRR o AAKREER
ERFERBE AR ZEEER
RIELEBIEEE
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

10.

11.

12.

13.

Income Tax Expense (continued)

As at 30 June 2007, the Group and the Company did not have
any significant unprovided deferred tax liabilities (2006 : Nil).

Loss Attributable to Equity Holders of the
Company

Of the consolidated loss attributable to equity holder of the
Company of approximately HK$12,681,000 (2006 : loss of
HK$39,920,000), a loss of approximately HK$9,090,000
(2006 : loss of HK$11,930,000) has been dealt with in the
financial statements of the Company.

Dividends

No dividend has been paid or declared by the Company during
the years presented in these financial statements.

Loss Per Share Attributable to Equity
Holders of the Company

The calculation of basic loss per share is based on loss
attributable to equity holders for the year ended 30 June 2007
of approximately HK$12,681,000 (2006 : loss of
HK$39,920,000) and the ordinary shares of 698,543,104
(2006 : the weighted average of 690,893,647) ordinary shares
in issue during the year.

Diluted results per share for the years ended 30 June 2007
and 2006 were not presented because the impact of the
exercise of share option was anti-dilutive.

Vitop Bioenergy Holdings Limited
Annual Report 2007

10.

11.

12.

13.

FMEBH3Z @

R-BZBLEANA=1TH KEERK
DNAMETMNEARBBELHEEE
(ZEBERE  #\)

KABERFA A RIS

M#12,681,0008 T (ZBEARF &
#839,920,00087T) 2 RN AAEREFE
AELGEBEES  AATARIKR
KRNEE ZEE X %59,000,000% T
(ZZZXRF  F1811,930,000%
JT) °

[ 35)

RESFHBHRREIZBEFE » AAF
RS RERAEMRE o

AATERFEANELE
E58

BREXEBEDREEZ_ZSTLEA
A=t RIFERZFEAERGLEERY
12,681,000 T (ZEZXF : HIE
39,920,000 L) R FACBRITEBR
698,543,104 (ZZEZRF | NEF
9#0690,893,647) 5T & o

HRBREZTEEREEER L
H2JBE_ZZLFRZZETRFR
A=tHLEFE2EBREEXE -



Notes to the Financial Statements

14. Directors’ and Five Highest Paid
Employees’ Remuneration

(a) Directors’ emoluments
The directors’ remuneration disclosed pursuant to the

Listing Rules and Section 161 of the Hong Kong
Companies Ordinance is as follows:

14.

AT F5 R R M RE

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

zgﬁﬁgﬁ'ﬁiﬁﬁézw
(a) EEWME

Rig £ R RAIREB D RRAISE
16115 - EEME 2 WENT ¢

Group
AEEH
2007 2006
—EELtE ZEEXRF
HK$’000 HK$’000
F#ETT FExT
Fees we 150 325
Other emoluments : Hap & -
Salaries, allowances e RRREYAZ
and benefits in kind 3,655 3,408
Pension scheme BIREFHEIHR
contributions 30 37
3,685 3,445

REEVERERAH
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

14. Directors’

(a)

Directors’ emoluments (continued)

The emoluments of each director, on a named basis,
for the years ended 30 June 2007 and 2006 are set

out below:

Year ended 30 June 2007

and Five Highest Paid
Employees’ Remuneration (continued)

14. SERAZRETH ESZM

2 @)

(a) EEME @
ai—v v‘th& = /\_\Eﬁ/‘—\
B=t+BLERE  SHESH
SHRELBHMMT :

EE—TTtFSA=+HLEE

E
Salaries,
allowances Pension
Director and benefits scheme
fees in kind contributions Total
A 3:1 BHhe
EEHe BEYRE atEIf &%
HK$'000 HK$’000 HK$'000 HK$’000
TERT TERT THET TET
Hung Kai So 8 B - 183 - 183
Kam loi (Note 8) 8 (H=£8) - 1,088 2 1,090
Ma Yufeng (Note 9) BR#% (o) - 439 4 443
Liu Jun SR - 754 8 762
Chan Yuk Tong REXR - 770 12 782
Yuan Tsu | =A% 50 - - 50
Li Li Te B 50 - - 50
Chan Chiu Hung, Alex R 1) 4 50 - - 50
Zhang He (Note 7) SR (HEET) - - - -
Ying Yoke Nean, John BREF (HEE5)
(Note 5) - 421 4 425
Han Xiaoyue, George B (o)
(Note 6) - - - -
Chen Henglong (Note 7)  FR1E#E (Rf3E7) - - - -
Total 2007 —ERtEET 150 3,655 30 3,835

Vitop Bioenergy Holdings Limited
Annual Report 2007




14. Directors’

Notes to the Financial Statements

and Five Highest Paid

Employees’ Remuneration (continued)

(a)

Directors’ emoluments (continued)

Year ended 30 June 2006

AT F5 R R M RE

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

14. EERABREHESZM
()

(a) EEWME£ ®

BE—FERFSA=STHLESE

E
Salaries,
allowances Pension
Director and benefits scheme
fees in kind contributions Total
R 1] Bie
ExEe REYH = aTEIER &
HK$’'000 HK$’'000 HK$’'000 HK$’'000
TERT TERT TiEr TER
Hung Kai So i Bk - 143 - 143
Kam loi o - 1,266 4 1,270
Ma Yufeng BR# - 599 12 611
Liu Jun SR - 680 12 692
Lee Kwok Ming ZEH (i)

(Note 1) 50 - - 50
Yuan Tsu | =K 73 - - 73
Yick Wing Fat, 7x% (W2

Simon (Note 2) 117 - - 117
Li Li Te 2ER 61 - - 61
Chan Yuk Tong REF ()

(Note 3) - 720 9 729
Chan Chiu Hung, BR80 (5 4)

Alex (Note 4) 24 - - 24
Total 2006 “ETXRESH 325 3,408 37 3,770

= AT
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

14. Directors’ and Five Highest Paid 14. EERAZREHES ZN

Employees’ Remuneration (continued) A0 )
(a) Directors’ emoluments (continued) (a) EEME @
Notes: MiEE
1. Resigned as non-executive director on 5 January 2006 1. R-ZZEZEXF-FRBRME
FHITES
2. Resigned on 1 February 2006 2. R-ZZBZEREF-F—HERME
3. Appointed on 30 September 2005 3. RZEZRFELA=THE
=1t
4, Appointed on 5 January 2006 4. RZEZRE—FRBEZ
1z
5. Appointed on 5 December 2006 and resigned on 23 5. RZEZERE+-_AHEHEE
April 2007 ZEER=-ZEZLFMA=
T=HEHME
6. Appointed on 23 April 2007 6. R-ZEZELFWMABE=+=H

7. Appointed on 14 May 2007

8. Resigned on 14 May 2007

9. Resigned on 5 December 2006

Fees include HK$150,000 (2006: HK$325,000)
payable to the independent non-executive directors.
There were no other emoluments payable to the
independent non-executive directors during the year
(2006 : Nil).

There was no arrangement under which a director
waived or agreed to waive any remuneration during the
years ended 30 June 2007 and 2006.

During the year, two directors (2006 : Nil) have been
granted with share options in respect of their services
to the Group and further details of which were set out
in note 28 to the financial statements.

BEEE

7. RIEZS+LERATHAEE
Z1F

8. REZZLFRATEAE

W EREEMNTEBLFHTES
2Z2150,0008 T (ZEZFRF
325,000 T) ° £ - WEE
MEMENFELIFHITESZ
e (CETAREFE | o

REZ-ZZLER-_TTRF
ANAZTHLEEE  ABESH
RYEERREIMME 225 -

FAMBES (CTTRF 8
EREEZREMR FHESER
o HiE—-SHBHNMHERE
MfzE28 ©
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14. Directors’

Notes to the Financial Statements

and Five Highest Paid

Employees’ Remuneration (continued)

(b)

Five highest paid individuals

The five highest paid individuals in the Group during
the year included three (2006 : three) directors, details
of whose emoluments have been disclosed in note (a)
above. The emoluments paid to the remaining two
(2006 : two) non-directors, highest paid individuals for
the year are as follows:

14.

AA 75 4R 3R P 5

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

EERABEEFHESZM

()
(b) AEREHFAL

FR - AEELERSHALTE
B=HE5(CEERF =%
B HEZMEFBEERL
XMt (a) R - FAXNTFH
BME (CEEAEF WA FE
B -BeHFATZHMENT :

Group
xEH
2007 2006
—ETtE —EERE
HK$’000 HK$’000
THET FET
Salaries, allowances and ¥r& ~ M REBEYWRIZ=
benefits in kind 2,047 1,596
Pension scheme RIKEFTEIHE
contributions 23 24
2,070 1,620

The number of the remaining highest paid individuals

HBWEN FUTHE 2 RS

whose emoluments fell within the following band is as AL ZAHAT :
follows:
2007 2006
—TTtE —EERX
Nil to HK$1,000,000 Z£%1,000,000% T - 2
HK$1,000,001 to 1,000,001 %
HK$1,100,000 1,100,000 jT 2 -

During the years ended 30 June 2007 and 2006, no
emoluments were paid by the Group to the directors or
any of the five highest paid employees of the Group as
an inducement to join the Group or upon joining the
Group or as compensation for loss of office.

RBEZZTLER-BERF
ANA=THRILLFE  REELHE
AESFEAFEERLERSH
BEXZNME - ERINAREH
FIMAREEE 2 RERFEREE
BwE -

REENRRERADT
—EFLEEH
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

15. Property, Plant and Equipment 15. Y% - BmE &R

Group XEE
Machinery Furniture
Construction in Leasehold and and office Motor
progress  improvements equipment equipment vehicles Total
HER
BRI HENERE  HERRE  BAZRE RE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEn TEL FEL FEn TEL FEn
At 1 July 2005 RZZEERE
tA-H
Cost AR 960 11,037 3,129 14,834 3,491 33,451
Accumulated depreciation R E - (4,161) (2,310) (7,923) (2,190) (16,584)
Net book amount RAFE 960 6,876 819 6,911 1,301 16,867
Year ended 30 June 2006 EBE_BEAE
AAZTHILEEE
Opening net book amount ~ EHEAFE 960 6,876 819 6,911 1,301 16,867
Additions HE 166 864 33 643 5 1,711
Disposal HE - - (28) (116) (291) (435)
Reclassified as assets held EHAEAAM
for sale HEEE (1,126) - - - - (1,126)
Acquisition of subsidiaries ~ WEME LA - - 3 583 - 586
Depreciation il - (2,475) (334) (1,854) (695) (5,358)
Translation adjustment EHAZ - 131 16 128 25 300
Net book amount RHFE - 5,396 509 6,295 345 12,545
At 30 June 2006 and RZEERE
1 July 2006 ~AZTHEK
ZEERE
tA-H
Cost A - 12,111 1,824 15,232 2,704 31,871
Accumulated depreciation ~ ZitHTE - (6,715) (1,315) (8,937) (2,359) (19,326)
Net book amount REFE - 5,396 509 6,295 345 12,545
Year ended 30 June 2007  BE-EBELE
AAZTHILEE
Opening net book amount ~ FAERAFE - 5,396 509 6,295 345 12,545
Additions RE - 311 103 315 - 729
Disposal HE - (215) (113) (14) - (342)
Depreciation ik - (2,615) (171) (2,116) (142) (5,044)
Translation adjustment EHHE - 436 43 507 28 1,014
Net book amount RHFE - 3,313 371 4,987 231 8,902
At 30 June 2007 RZBELE
~NAZTE
Cost KK - 12,742 1,947 16,028 2,925 33,642
Accumulated depreciation  ZEitiTE - (9,429) (1,576) (11,041) (2,694) (24,740)
Net book amount REFE - 3,313 371 4,987 231 8,902

Vitop Bioenergy Holdings Limited
Annual Report 2007

82




16.

Notes to the Financial Statements

AT F5 R R M RE

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

Prepaid Land Lease Payments

16. JEft T B E

Group *EH
HK$’000
FET
At 1 July 2005 R-ZEZEHEFtA—H
Cost and net book value RAR BREFE 7,165
Translation adjustment RS 135
Reclassified as assets BN EATMHIEEEE
held for sale (7,300)

At 30 June 2006 and RIEBEERERN
30 June 2007 —ETTtE

The Group’s prepaid land lease payments represent up-front
payments to acquire long term interest in the usage of land
situated in the PRC, which are held under medium term leases.

AEERMN L EENRIEBALRF
BLFHEEHE Lt RECEAE

mZ ANFRE o

RELPERERAT
—EFLEEH
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

17. Intangible Assets

17. B EE

Group XEE
Patents and Deferred
technical development
know-how costs Total
BENER iR E
A a0 BHEER A gt
HK$’000 HK$’000 HK$’000
TET FET FET
At 1 July 2005 N-ZZEZRE+H—H
Cost 29N 1,673 6,317 7,990
Accumulated amortisation EGE (1,070) (3,306) (4,376)
Net book amount BRMEFE 603 3,011 3,614
Year ended 30 June 2006 BE_ZZEREF
NA=Z+THIEEE
Opening net book amount FHREFEE 603 3,011 3,614
Amortisation 85 (174) (1,737) (1,911)
Translation adjustment & R A% 13 57 70
Net book amount BREEE 442 1,331 1,773
At 30 June 2006 and R-EEARF
1 July 2006 ~A=1THRK
—EEXRFLA—H
Cost 5% 1,705 6,437 8,142
Accumulated amortisation e £ (1,263) (5,108) (6,369)
Net book amount BREEE 442 1,331 1,773
Year ended 30 June 2007 BE-ZEZtHF
ANA=THILEEE
Opening net book amount FHREFE 442 1,331 1,773
Addition "B 3,708 - 3,708
Amortisation s (575) (1,425) (2,000)
Translation adjustment & X AR 37 108 145
Net book amount BREFE 3,612 14 3,626
At 30 June 2007 RZZEZE+LF<A=1H
Cost 5% 5,552 6,961 12,513
Accumulated amortisation E: 5] (1,940) (6,947) (8,887)
Net book amount REFEE 3,612 14 3,626
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18.

Notes to the Financial Statements

Interests in Subsidiaries

AT F5 R R M RE

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

18. NKBAEZHER

Company
EAT
2007 2006
—ETtE —EZINE
HK$’000 HK$’000
FHET FBT
Unlisted investments, at cost FLEHRE  BRA 39,952 39,952
Less : Provision for impairment 38 : JB{E & (10,261) (6,261)
29,691 33,691
Note : FEE
Due from subsidiaries FEUWE B 2 B 2 T8 18,902 23,018
Due to subsidiaries B QR ZFIE (7,619) (3,277)

As at 30 June 2007, the balances with subsidiaries are
unsecured, interest-free and repayable on demand. Accordingly,
the amounts due from/(to) subsidiaries are classified as
current assets/liabilities.

REZBZLFXRAZTH WEBARZ
AERTVERIES - RE RN ESSEE -
Bt - W (BN B AR ZRRIETY
IARBEE BfE -

REEPERARAT
SBRLEER



BE-ZZ

For the year ended 30 June 2007
St FARA=ZTHLEFE

Particulars of the principal subsidiaries as at 30 June 2007

are as follows :

Place of Particulars of
incorporation/ issued capital/
establishment registered
Name and operations capital
sA,/ )
Bk BEIRE/
& TEhE SR AFE
Vitop Bioenergy Limited British Virgin 1 share of US$1 each
Islands (“BVI”) B
REENIRERAR ﬁ%@tﬁ% SREELER
(RBELZFEE]) Z1RR 5
Vitop Bioenergy (China) PRC Registered capital of
Ltd (“Vitop China”)* HK$50,000,000
REEY (RE)BRAR *  HE B30 ¢
((REHE]) 50,000,0005 7T
Vitop Healthcare Product Hong Kong 2 shares of HK$1 each
Limited
REREERERAR B SREEIET
Z 2RI
ERAFEZRRBE PRC Registered capital of
B BE,%E/W * RMB5,840,000
i B B
AR #5,840,0007
Vitop International BVI 450,000 shares of
Limited (“VIL") Us$1 each
RBEURE BRAELER
2450,0008 B 3
* Registered as wholly-foreign owned enterprise (“WOFE”) under
the PRC law.
* Registered as Sino-foreign joint venture under the PRC law.

2

/
AJ

n= igtixﬁ TH TENBA

AZFBWMT
Percentage of
equity attributable
to the Group Principal activities
AEERES
ERERIL TEEH
Direct Indirect
B e
100% - Investment holding
RERR
- 100% Manufacturing and
trading of BlOenergy®
products, and trading
of multi-functional
water generators,
healthcare food products
and other healthcare
products
EE&%EiE%
EA EUE m HBES
TREELKH - R
RRREMREER
- 100% Trading of BlOenergy®
products
HEXFRRIER
- 80% Manufacturing and trading
of multi-functional water
generators
EF&%E%W%EK%
- 100% Investment holding

* REFEEGEMAIEBERRE

RELZR

HEBERK] -

ok REPEEMNEMARIEGE DR

)

The financial statements of the above subsidiaries are audited
by Grant Thornton for statutory purpose or Group consolidation
purpose.

The above table lists the subsidiaries of the Company which
have, in the opinion of the Company’s directors, principally
affected the results of the year or formed a substantial portion
of the assets and liabilities of the Group. To give details of
other subsidiaries would, in the opinion of the Company’s
directors, results in particulars of excessive length.

LB AR M BHRII AT ESE

MTAZEENSAEBRSHENSE
% e

EREIIRDRZHMBAT - ADFE
ERR WEWBLAREIERELFE
ZEESARARECEEREEZE
BHM - ARFEERS 0 MREHEM
MEBARFAENSERERIRE B
o
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20.

Notes to the Financial Statements
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For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

19. REREHER 2 ER

Interests in a Jointly-controlled Entity

Group
FEE
2007 2006
—EBELtE —EEREF
HK$’000 HK$'000
F#ETT FET
Share of net assets BIhEEFE - -
Company
AAT
2007 2006
—EBELE —EEREF
HK$’000 HK$'000
F#&ETT FET
Unlisted investments, at cost EETRE AR - 1,328
Less : Provision for impairment & : B {E & & - (1,328)

On 12 December 2006, the Company entered into a sale and
purchase agreement (the “Agreement”) to dispose of its equity
interest in Vitop OSG Environment Technology (Suzhou) Co.
Ltd (“Vitop OSG”), representing approximately 40% of the total
registered capital of Vitop OSG, to the joint venture partner at
a consideration of Japanese Yen of 18,000,000 (equivalent
to HK$1,161,000), resulting in a gain on disposal of
HK$1,161,000. Vitop 0SG is engaged in manufacture and
trading of multi-functional water generators.

According to the Agreement, the Company’s commitment in
respect of further injection of outstanding capital to Vitop 0SG
which amounted to approximately HK$2,857,000 was
discharged upon completion of the disposal.

RZBZERFE+ZA+=H » KRR
FT—HEEEHE (THE]) U
18,000,000HE (#1,161,000%
) NMRERZEERFHEERKRE=
FRARE (FMN ) BRAAF ([RXF
=B ) BEENRE (HERXE=ZE
EEMBRAEEENA0% ) - MHEWRE
#1,161,0008 7T c RE=ZBE4ERH
EZ LB -

RIBLGE  AATARHEEERTRE
ERMBERAXE=SE—S$ETEY
2,857,000 T B E ©

Financial Assets Designated at Fair Value  20. IEESEAFELURHINES
Through Profit or Loss HIRZHIEEE
Group
e 1)
2007 2006
—EFFLE —EEXREF
HK$’000 HK$’000
FiE&ET FET
Structured notes with embedded RELTE T EZ&BM
derivatives, at fair value = BRAFYE 2,356 2,480

REENRRERADT
—EFLEEH
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

20. Financial Assets Designated at Fair Value 20.

Through Profit or Loss (continued)

The structured notes with embedded derivatives as at 30 June
2007 were classified as financial assets designated at fair
value through profit or loss. Fair value of the structured notes
with embedded derivatives as at 30 June 2007 has been
determined by reference to the quotation provided by the bank.

Financial assets designated at fair value through profit or loss
are presented within the section on operating activities as
part of changes in working capital in the cash flow statement.

1B EARAFELLER S E
EIRZMBEE @

REZBZLHFARA=1TH REHTETL
A ERUERBREERRAFENES
NEBEWIENBEE - R-2ZFL
FARAZTHAZASITTETAZEBN
SBEN2ZRTEHUNRENEE -

BEESBRAFEEFNHEBSIMR 2 &
BEE  RRERERIQEXEBRE
BEESEBHEHPIEHZ -

21. Inventories 21. 58
Group
AEEH
2007 2006
—EFLE —EZNRE
HK$’000 HK$’000
FHET FHBT
Raw materials FEar s 6,003 6,351
Work in progress TR 4,673 3,994
Finished goods SR @ 13,036 17,323
23,712 27,668
Less: Provision for obsolete W RERFHE
and slow-moving finished B R
goods (10,952) (8,572)
12,760 19,096
22. Trade Receivables 22. BIEWRM

The credit terms that the Group offers to customers are
generally not more than 90 days. The ageing analysis of the
Group’s trade receivables at the balance sheet date is as

FAEBGTEF 2 FEEH—RTEBE0
A AKEzEZRBRRANGEERZ
SRECDATANT

follows :
Group
xEEH
2007 2006
—EELE —EEREF
HK$’000 HK$’000
FHET FET
Outstanding balances with ages: RIZBRE S| D 2 REZEREE :
Within 30 days M30BR 1,264 1,661
Between 31 to 60 days 31Z60H 704 1,163
Between 61 to 180 days 61ZE180H 1,044 1,683
Over 180 days H180H 7,572 6,307
10,584 10,814
Less: Provision for impairment & : B {E & (8,358) (6,047)
2,226 4,767
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Group
*%H

2007
—ETLE
HK$’000
THET

Cash at banks and BERRITER
in hand 11,322
Time deposits EHEFER 19,261

Total cash and bank BeRIEIT

balances HEEEE 30,583
Less: Pledged bank o RITER

deposit for a FHE 22K
bank loan RITER
facility (20)

30,563

Cash at bank earns interest at floating rates based on daily
bank deposit rates. Short-term bank deposits are made for a
period of 12 months (2006 : periods ranged from one day
and 12 months), and earn interest at the respective short-
term time deposit rates, ranging from 0.25% to 1.98% (2006:
1.98% to 2.25% ) per annum.

As at the balance sheet date, the cash and bank balances of
the Group denominated in Renminbi (“RMB”) amounted to
approximately HK$30,202,000 (2006 : HK$30,681,000). The
RMB is not freely convertible into other currencies. However,
under the PRC Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to conduct
foreign exchange business.

On 18 January 2006, Star Ocean Limited entered into a
conditional sale and purchase agreement with L83 T %
B 2% B PR A | for the disposal of its 100% equity interest in
Shanghai Heng Fai for a cash consideration of RMB7.5 million
(equivalent to approximately HK$7.7 million) (the “Disposal”).
Shanghai Heng Fai is engaged in property investment in
Shanghai, the PRC. The Disposal was completed during the
year.

For the year ended 30 June 2007
BE-_ZZtH&AA=1+HLEE

Company
AT

2006 2007 2006
—2EAF —TTtH =
HK$’000 HK$’000 HK$’000
FTHET FHERT FET
9,350 20 11
21,952 - -
31,302 20 11
(20) = -
31,282 20 11

RITRSRRESHRITERFIETE
ZEEBRERFE c BHRITERE TS
BAZEHHEFEARIT(CEEAF A
—HAE+ZAEAZFH)  HRER
ZEBRERAE (FFENF0.25%F
1.98% 2B (ZZEZERFE 1 1.98%%
2.25%)) 5t 8 o

REER  ZEEUARY AR
FECESRERTEFENE
30,202,000 T (ZEEXF :
30,681,000 7T) - ARBTBEHR
BAEHMEY  HARE P EIMNEE SR
BIRGEE  EERFEEERRE K&
B E BT INE TS 2 R1T
BARBRGAEMEY o

RIZBEERF—ATNR  BEEER
AR EEENTX£MARER AT L
—EGRTEERE  WHEHRLSE
EEZ100%R AR REAREA
K #7,500,0007T (K912 5 7,700,000
Br) [HESE] - LEEERTH
PEREMERE - HESERFART
ﬁf, °
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

24.

Assets Classified as Held for Sale (continued) 24.

The major classes of assets and liabilities of Shanghai Heng
Fai at 30 June 2006 which were classified as assets held for

sale were as follows:

SEANTHHEEZEE @

R-ZBEXRFRA=1+H ' LBEES
FAREECEECEERABZEER
BRIMT :

HK$’'000
FET
Property, plant and equipment  #1% - BEKRR&RE 1,126
Prepaid land lease payments T HBAEANR 7,300
Deposits, prepayments and & FENREREMERERR
other receivables 62
Total assets classified FIMERI I E B EE
as held for sale 8,488
Less: Impairment loss B EHAELEEECER
recognised on the ZREEE
remeasurement of
assets of disposal
group (1,323)
Assets classified as held FMEMHEECEE
for sale 7,165
Accrued liabilities and other SIERHEEECEEWT 2
payables associated with EtaEREMESIRR
assets classified as held
for sale (122)
Net assets of disposal of HE—EBATRZEEEERE
a subsidiary 7,043

Vitop Bioenergy Holdings Limited
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25. Trade Payables

Notes to the Financial Statements

AA 75 4R 3R P 5

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

25.

The credit terms of trade payables varies according to the
terms agreed with different suppliers. The ageing analysis of
the Group’s trade payables as at the balance sheet date is as

follows :

& 5 FE AR

B2 BNRRZ FEHRERTEMHER
HEZFREME - AEEzEZEMNR
BREERZREDTAOT

Group
xEEH
2007 2006
—EFTtE —EEREF
HK$’000 HK$’000
FHET FHBT
Outstanding balances with ages: RIZERERZ| D 2 R EBEEREE -
Within 30 days M30BRA 3,677 3,608
Between 31 to 60 days 31ZE60H 741 1,880
Between 61 to 180 days 61£180H 979 1,392
Over 180 days H180H 1,020 2,068
6,417 8,948
26. Interest-bearing Bank Loans 26. ;TEERITER
Original
currency 2007 2006
R —TEtE —EERE
HK$'000 HK$’'000
FET FHET
Bank loans, secured BITER  BEM HK$78 T 2,612 3,889
Analysed into : DO
Bank loans repayable BARUTHEEEZZ
RITER
— within one year - —FR 1,842 2,276
- in the second year - H=HF 770 847
— in the third to fifth years, - B=FEERF
inclusive (BEEERWMT) - 766
2,612 3,889
Less : Amounts due within W EFARBEBFETZ
one year included in —FREBHZRE
current liabilities (1,842) (2,276)
Amounts due after one year FTAERBEBETZ
included in non-current —FB B ZRIE
liabilities 770 1,613
X LDET IO O

—EFLEEH
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

26. Interest-bearing Bank Loans (continued) 26.
The Group’s bank loan facility amounting to HK$5,000,000

(2006 : HK$5,000,000), of which HK$2,612,000 (2006 :
HK$3,889,000) has been utilised as at the balance sheet

date. The facility is secured by the Group’s financial assets
designated at fair value through profit or loss amounting to
HK$2,356,000 (note 20) and a pledged bank deposit of
HK$20,000 (note 23) and supported by a corporate guarantee
executed by the Company (note 31).

All bank loans of the Group are floating interest rate bank
loans. The interest rates of the Group’s bank loans ranged
from 4.5% to 7.1% (2006 : 4.3% to 8.3%) per annum.

27.

STRRITER @)

TEBEBNWRTEREESEA
5,000,000 T (=& RF :
5,000,000% ) » R&EEH » He
2,612,000 T (ZE2Z X F:
3,889,000 ) EWE A - ZEED
UAREBEIEERZAFEUWSHSEE
S8R 2 B # & E 2,356,00058 7t (i sE
20) Kk 2K HR1T1E5020,00058 7T (FfF
FE23) EEH » WHARATRREZ AR
BRI M3 -

AEBFRERITERGZE R ES
B o AEERITERZFFEHLS%E
71% (ZEZEXRFE : 4.3%F8.3%) T~
% o

Share Capital 27. X
2007 2006
—ETtE SEEAE
HK$’000 HK$'000
F#ETT FET
Authorised: ETE
20,000,000,000 ordinary 20,000,000,000% 5 I%
shares of HK$0.025 each H{E0.025/8 T 2 B 500,000 500,000
Issued and fully paid: ERITRAR
698,543,104 ordinary shares 698,543,1048%
of HK$0.025 each FREE0.0258 T 2 E @R 17,464 17,464

A summary of movements in the authorised and issued share
capital of the Company is as follows :

ARAREERCBRITBRASBHEN
T

Number of Nominal

authorised Number of value of

shares shares issued shares issued

EE ST BT

i3 &E i3 &E B EE

HK$'000

TET

At 1 July 2005 R-ZEBEERF+HA—H 20,000,000,000 681,923,748 17,048

Shares issued as scrip URREERT 2R

dividends (Note) (BfEE) - 16,619,356 416
At 30 June 2006 and R-EERERA=THR

30 June 2007 “EEtERA=1H 20,000,000,000 698,543,104 17,464

Vitop Bioenergy Holdings Limited
Annual Report 2007
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Note:

During the year ended 30 June 2006, a total of 16,619,356 shares
were issued under the scrip dividend scheme of the Company for the
payment of 2005 final dividend.

In connection with the listing of the Company’s shares on the
Main Board of the Stock Exchange, the Company conditionally
adopted a share option scheme (the “Scheme”) pursuant to
an ordinary resolution passed by the shareholders of the
Company on 23 January 2003. The Scheme became effective
on 10 February 2003 upon the listing of the Company’s shares
on the Main Board of the Stock Exchange by way of introduction
and, unless otherwise cancelled or amended, the Scheme
remains in force for ten years from that date.

The purpose of the Scheme is to provide incentives or rewards
to participants for their contribution to the Group or any entity
in which the Group has an equity interest (the “Invested Entity”)
and/or to enable the Group or an Invested Entity to recruit
and retain high-calibre employees and attract human resources
that are valuable to the Group or an Invested Entity.

The participants of the Scheme include: (a) any employee
(whether full time or part time employee, including any
executive director but not any non-executive director) of the
Company, any of its subsidiaries or any Invested Entity; (b)
any non-executive director (including any independent non-
executive director) of the Company, any of its subsidiaries or
any Invested Entity; (c) any supplier of goods or services to
any member of the Group or any Invested Entity; (d) any
customer of the Group or any Invested Entity; (e) any person
or entity that provides research, development or other
technological support to the Group or any Invested Entity; and
(f) any shareholder of any member of the Group or any Invested
Entity or any holder of any securities issued by any member of
the Group or any Invested Entity.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or any of their
associates, are subject to approval in advance by independent
non-executive directors of the Company. In addition, any share
options granted to a substantial shareholder or an independent
non-executive director of the Company, or any of their
associates, in excess of 0.1% of the shares of the Company
in issue at any time and with an aggregate value (based on
the closing price of the Company’s shares at the date of the
grant) in excess of HK$5 million, in any twelve-month period
up to the date of grant, are subject to shareholders’ approval
in advance in a general meeting.

For the year ended 30 June 2007
BE-_ZZtH&AA=1+HLEE

Mig

BE-ZZEANEXNAZTHLEEE » REX
AR ZUBRNK EFTEI A H381716,619,356
BRALURT —ZEZRFERARE ©

RARBRROREERAERLES - A2
ARE-EBRAQRARRR-ZZT=F
—RA-T=HEBZEERER Bk
R — B RS 8 ([5T81)) - 518
EEARDARDUNBE RN EBIIE
MEFTERR-ZZ=F_A+HEE
X BEt8 GREFHEREBETIN HE
RESTFR—ERX °

SEEERAHARERAEERFERAE
@z EIER (REBE) ARER
ZSHEERMBRBYRE - K RER
EEYREERAENBERRESE
ZRES  URWEIBEAS MAREE
FREERE -

FEZ2HEHERE | (a)ARAF - HEM
WEARSEMREER 2EMES
(TR FBES  BETANT
EE HTEEETMIERTESE) ; (b)
AAE S EEMAMB AR EMREE
BEMFEHTESE BRETMEILE
HITESR) ; o) FEBEAKEATR
FERREEE 2FME ML REHIE
B (AAEEREMNREEEZ2EAE
E; (e)aAEBER ARG SR
7 BB EMBRIIZEZEMA LR
B ROAEBTAKE D TREM
REEBEEMRE » AEBEAAR
ERARAREMREEEFBITEAERS
ZEAFEA

BARFRESE  THABIETERRS
BERMBHBA TR T2 BRERER
NEBNLFEHTESEEAE o I
BRI RAREERRBBILFEHTES
RIESEMHEA L B - m
BEHEZEHE 128 8 RAEMEE 2
AATEEITRIN0.1% - BREARQT
ROABEEE A2 W mEFERSERE
#B385,000,000/8 7 * BIZARBRRAE
TERREEME -
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The total number of shares of the Company in respect of which
options may be granted under the Scheme must not exceed
69,854,310 shares, being 10% of the total number of shares
of the Company in issue on the date when the 10% Scheme
limit has been refreshed. The 10% Scheme limit was refreshed
at the extraordinary general meeting of the Company held on
22 December 2006. The total number of shares in respect of
which options are issuable under the Scheme was
79,151,364, representing approximately 11.33% of the issued
share capital of the Company at 30 June 2007.

The total number of shares of the Company issued and to be
issued upon exercise of the options granted and to be granted
to each participant (including exercised and outstanding
options) in any twelve-month period up to the date of grant
shall not exceed 1% of the total number of shares of the
Company in issue as at the date of grant (the “Individual
Limit”). Any further grant of options in excess of the Individual
Limit must be subject to shareholders’ approval in general
meeting with such participant and his or her associates
abstaining from voting.

An option may be exercised at any time during a period as the
board of directors of the Company (the “Board”) may determine
which shall not be more than ten years from the date of grant
of the option.

Save as determined by the Board, there is no minimum period
for which an option must be held before it can be exercised.

The acceptance of an offer of the grant of an option must be
made within 28 days from the date upon which such offer is
made with a non-refundable payment of HK$1.00 from the
grantee to the Company by way of consideration for the grant
thereof.

The subscription price of a share of the Company in respect
of any option shall be such price as the Board in its absolute
discretion shall determine, save that such price will not be
lower than the highest of: (a) the closing price of the shares
as stated in the Stock Exchange’s daily quotations sheet on
the date of grant of the option, which must be a trading day;
(b) the average closing price of the shares as stated in the
Stock Exchange’s daily quotations sheets for the five trading
days immediately preceding the date of grant of the option;
and (c) the nominal value of the share.

Subject to earlier termination of the Company by resolution in
general meeting, the Scheme shall be valid and effective till
9 February 2013. After the expiry of such valid period, no
further options will be offered but in all other respects the
provisions of the Scheme shall remain in full force and effect.

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

RIBFTEIA R E 2 BREM T LARIT 2
KPAARKRMOGEH  THEBEBBR
69,854,3108% + BN/ 10%sT EIfREEE
HEAARDTDBITRMOBE Z210% °
10%:TEIRFEER AR EZZEEREF
T AT+ HETZRREAE L
B o RIBFTEIT BT 2 BB RAET T LA
BITZRMBEEE79,151,3648 » 1§
REZBEELEANAZTHARAT BT
PRAS#11.33% ©

REERUBREES R EF12@A8 HR
FRTFRERTFR2HEE CBRE (B
FBETEREARTEZBRE) BTE
MEBRTRETFRITZADTRHA
¥ TEEEREBEREERAQFE
BITRODBEEZ1% ([BALRD o A
E—SRHBEMBA LR ERE 3
ARRRERRAS LHE  EEEZ
HEERHBBATXNARERE

BRETRARRESS (ESE))R
E 2 A BER T LT - IR EZ
TRETSBAER L BREES B0
E o

BRESEEHEEN  BREETTT
A A RIEFEHR -

BIEREZESVEANZEZRER
HARBET 28 B MR  ABEAAX
1.00/8 T2 RAREFIE - EAETHE
BEREZRE -

MAEABREMS R A RARG 2F
RABEIHESS2RMBEET - #
AEHERUTERZESE | (R RE
BREER WARXZR)BXAEAR
BERSZRDWTE ; ()RR ER
RER D BHRISERS BB ME R
BRERMAIZBRHFHIRTHE Rk
HEE -

E—EAR EEZZT-—=5"A
NERLE  EARBATERRAS LR
SRBRIEFLUFE - S E 2B
EmE - ST ERIRHEMBRE -
MBI 2 RN AT ES -—EA
BTRMA -

BRELEETEHEARBURE SRR
RRELREZEF -
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28. Share Option Scheme (continued)

Particulars of the share options granted and remained
outstanding under the Scheme during the year ended 30 June

AT F5 R R B aE

For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

28. BERRHEETE] @)

BE-ZEZ+FA=Z1+HLFE#
EBErEERH RS RTHE 2 BRERS

2007 were as follows: mT
Number of share options
BRENE
Granted Lapsed Exercised
Name or category At during during during At Date of Exercise  Exercise
of participant 1 July 2006 the year the year the year 30 June 2007 grant* period price**
RZBERE R-BFtE
SEERZYER tA—H FERERH EREXRY ERETE ~HE=+H R B fHES  TEE
HK$
BT
Directors:
i
Ma Yufeng 4,151,700 - (4,151,700) - - 4 Nov 2003 4 Nov 2003 to 0.30
4 Nov 2006
SRE —REZE —ZE=H
+—AWA +-AmBZE
“E2ERE
+—A@A
Liu Jun 4,151,700 - (4,151,700) - - 4 Nov 2003 4 Nov 2003 to 0.30
4 Nov 2006
Ekes —ZET=F —ZET=F
+-AmA +-ANBZE
ZEERE
t+—-A@mA
Chan Yuk Tong - 10,000,000 - - 10,000,000 5 Dec 2006 5 Dec 2006 to 0.10
4 Dec 2011
RERX “EERE “EERE
+ZAEA +-A%EHZE
—E2--F
+tZA@mA
Ying Yoke Nean - 14,000,000 - - 14,000,000 5 Dec 2006 5 Dec 2006 to 0.10
4 Dec 2011
HRF —EZRE —ETRE
+=AEA +-AEHZE
—Z--F
tZA@mA
8,303,400 24,000,000 (8,303,400) - 24,000,000

REENRRERADT
Cezirsn A
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28. Share Option Scheme (continued) 28. HERRHESTE| @

Number of share options

Granted Lapsed Exercised
Name or category At during during during At Date of Exercise  Exercise
of participant 1 July 2006 the year the year the year 30 June 2007 grant* period price**
RZBERE - RZBTtE g -
SMERZYER tA—-H FRERH FREXRY ERETE ~HE=+H R B fHEs  TEE
HK$
BT
Other employees:
Hittfg g :
In aggregate 6,421,700 - (6,421,700) - - 4 Nov 2003 4 Nov 2003 to 0.30
4 Nov 2006
@t —ZT=F —ZZZF
+-AWmA +-ANBZE
et £ Y
+—A@mA
In aggregate 2,100,000 - (2,100,000) - - 1 Jun 2004 1 June 2004 to 0.425
31 May 2007
st et JUES —ETME
~A—H ~A-RE
—8tE
RA=+-H
In aggregate 18,101,364 - (2,200,000) - 15,901,364 14 Oct 2004 14 Oct 2004 to 0.371
13 Oct 2007
@t —TEME —ETNE
+A+mA +ATHmEZE
“2ELE
TAt=H
In aggregate 5,000,000 - (5,000,000) - - 5 Jan 2004 5 Jan 2004 to 0.495
4 Jan 2009
@t —ZENF —ZEZME
—BAA —BERZE
—ZZNF
—AlA
In aggregate - 20,000,000 - - 20,000,000 5 Dec 2006 5 Dec 2006 to 0.10
4 Dec 2011
st “EERE “E2EXRE
+-AEA + - AEARZE
+=AmEA
31,623,064 20,000,000 (15,721,700) - 35,901,364
Suppliers:
it :
In aggregate 9,000,000 - - - 9,000,000 14 Oct 2004 14 Oct 2004 to 0.371
13 Oct 2007
@t —ZEINE e
+A+HmA +A+MBEZE
“ZELF
+A+=H
In aggregate 6,000,000 - - - 6,000,000 28 Oct. 2004 28 Oct 2004 to 0.355
27 Oct 2009
@t —ZZNE L
+A=+tNB +A=+/N\BZE
—EENF
+B=++H
15,000,000 - - - 15,000,000
Customers:
BF:
In aggregate 70,000 - (70,000) - - 4 Nov 2003 4 Nov 2003 to 0.30
. 4 Nov 2006
by —B2=F —ZZZF
+—AWmA +—-AMEBZE
“E2ERE
+—A@mA
In aggregate 4,250,000 - - - 4,250,000 14 Oct 2004 14 Oct 2004 to 0.371
13 Oct 2007
st —ZENE —ZTME
TA+TEA TATEAZE
—ZT4F
+A+=H
4,320,000 - (70,000) - 4,250,000
59,246,464 44,000,000 (24,095,100) - 79,151,364

Vitop Bioenergy Holdings Limited
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28.

Notes to the Financial Statements

Share Option Scheme (continued)

Particulars of the share options granted and remained
outstanding under the Scheme during the year ended 30 June
2006 were as follows:

Number of share options
RiREsE

AT F5 R R M RE

For the year ended 30 June 2007
BE-ZZ+tEXA=THLLEE

AR HERTEl @
BEZEZFEAAZTHLEEE R
f%%%ﬁ&&ﬁ*ﬁﬁiﬁ&%ﬁ%
np:

Name or category At 1July 2005  Granted during Lapsed during  Exercised during At 30 June 2006 Exercise
% rticipant R-FTRE the gar Reclassification the &ear the gal AZEEA Date of grant* Exercise %erlod _price**
HEREHER tA-8 ERERH ENSE ERERY ERMEMTE ~A=t+H R EH (] h{i{m
B
Directors:
£
Hung Kai So 1,600,000 - - (1,600,000) - - 30 Apr 2003 30 Apr 2003 to 0.25
REs “RRSEMAZTA 30 Apr 2006
ZEEZEMA= +Ez
ZEEREMEZTH
Kam loi 1,600,000 - - (1,600,000) - - 30 Apr 2003 30 Apv 2003 to 0.25
e “BRZEMAZA pr 2006
—23= ¢IH +Ez
ZEEREMEZTH
Ma Yufeng 2,500,000 - - (2,500,000) - - 30 Apr 2003 30 Apr 2003 to 0.25
ERe “RR=EMAZTA 30 Apr 2006
ZZE-ENA=1HE
Z2ERENA=TH
4,151,700 - - - - 4,151,700 4 Nov 2003 4 Nov 2003 to 0.30
“22=£+-A0A 4 Nov 2006
ZZZ-F1-AMAE
Z2ERE+-ANA
Liu Jun 2,500,000 - - (2,500,000) - - 30 Apr 2003 30 Ap( 2003 to 0.25
B “RR=ERAZTA pr 2006
—23= ¢IH +Ez
ZEEREMEZTH
4,151,700 - - - - 4,151,700 4 Nov 2003 4 Nov 2003 to 0.30
“22=£+-AEA 4 Nov 2006
ZZZ=-51-AMAEZE
Z2ERE+-AEA
Lee Kwok Ming (resigned 20,000,000 - (5,000,000) (15,000,000) - - 2004 5 Jan 2004 to 0.495
as a director of the _silff— ﬁlﬁB 4 Jan 2009
Company on 5 January Z2EME-FRAZ
20068 ZEENF-FWA
ZEH (R-22AE
-AEREAALAES)
36,503,400 - (5,000,000) (23,200,000) - 8,303,400
Other employees:
HiglEs
In aggregate 3,250,000 - - (3,250,000) - - 30 Apr 2003 30 Apr 2003 to 0.25
A CBESEMA=TH 30 Apr 2006
ZZEZZEMAZ +E§
Z2EREMAZTH
In aggregate 7,791,700 - (70,000) (1,300,000) - 6,421,700 4 Nov 2003 4 Nov 2003 to 0.30
F-Hi ZZERZE+-AMA 4 Nov 2006
“22=%£+-AMAZ
ZZERET-AMA
In aggregate 2,700,000 - - (600,000) - 2,100,000 1 Ju 004 1 Jun 2004 to 0.425
F-Hi fF 31 May 2007
ZZEMERE-HE
“ZZLEREA=1-A
In aggregate 19,001,364 - (100,000) (800,000) - 18,101,364 14 Oct 2004 14 Oct 2004 to 0.371
A “REMETATEA 13 Oct 2007
‘§§H¢+E+IE§
TLETATZH
In aggregate - - 5,000,000 - - 5,000,000 5 Jan 2004 5 Jan 2004 to 0.495
A “2EIRE-AEA an 2009
_§§w¢ HﬁEE
—EEnF-FWA
32,743,064 - 4,830,000 (5,950,000) - 31,623,064
Suppliers:
In gﬁgregate 1,500,000 - - (1,500,000) - 30 Apr 2003 30 Apr 2003 to 0.25
a5 “BRE=EMA=TH 30 Apr 2006
ZBEZEMA=1HE
Z2EREMEZTH
In gﬁgregate 9,000,000 - - - - 9,000,000 14 Oct 2004 14 Oct 2004 to 0.371
a5 “2EME+ATER 13 Oct 2007
ZZEME+A{MEE
ZBRLETETZR
In ffgregate 6,000,000 - - - - 6,000,000 2004 28 Oct 2004 to 0.355
a5 _%§I$+H +AE 0ct 2009
‘§§W$+ﬁ ARAGES
ZEEAETACTLR
16,500,000 - - (1,500,000) - 15,000,000
Customers:
BF:
In aggregate 2,805,000 - - (2,805,000) - - 30 Apr 2003 30 Apr 2003 to 0.25
A CBESEMA=TH 30 Apr 2006
ZZEZEMAZ +E§
“2EREMAZTH
In aggregate - - 70,000 - - 70,000 4 Nov 2003 4 Nov 2003 to 0.30
F-Hi ZZERZE+-AMA 4 Nov 2006
“22=%£+-AMAZ
ZZERET-AMA
In aggregate 4,150,000 - 100,000 - - 4,250,000 t 2004 14 Oct 2004 to 0.371
A —§§l¢+ﬂ+lﬁ 13 Oct 2007
§§I¢+E+IE§
ZRRLETATE
6,955,000 - 170,000 (2,805,000) - 4,320,000
92,701,464 - - (33,455,000) - 59,246,464
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For the year ended 30 June 2007
BE-ZZLEARAZ+THLEE

x The vesting period of the share options is from the date of

the grant until the commencement of the exercise period.

* ok The exercise price of the share options is subject to
adjustment in the case of rights or bonus issues, or other

similar changes in the Company’s share capital.

The share options granted on 30 April 2003 shall be vested
and exercisable up to 30%, 60% and 100% on or before 30
April 2004, 2005 and 2006, respectively, for all grantees under
the Scheme.

The share options granted on 4 November 2003 shall be
vested and exercisable up to 30%, 60% and 100% on or before
4 November 2004, 2005 and 2006, respectively, for grantees
other than the directors of the Company.

The share options for subscribing for 5,000,000 shares
granted on 5 January 2004 shall be exercisable for a period
of five years commencing on 5 January 2004 provided that
Mr. Lee Kwok Ming shall only be entitled to exercise the share
options to subscribe for not more than 5,000,000 shares upon
the occurrence of one of the events of (i) upon the expiration
of the twelve-month period commencing from 5 January 2004;
(ii) the audited financial results of the Group for the year ended
30 June 2005 is not less than HK$25,000,000; (iii) upon the
expiration of his two-year service term commencing from 5
January 2004; and (iv) the audited financial results of the
Group for the year ended 30 June 2006 is not less than
HK$50,000,000 pursuant to a letter agreement dated 4
January 2006 and entered into between the Company and Mr.
Lee Kwok Ming in respect of his re-designation as consultant
of the Company following his resignation as a director of the
Company on 5 January 2006. In the event the 2005 and 2006
financial results is less than the respective amounts as stated
n (ii) and (iv), the share option to subscribe for not more than
5,000,000 shares upon the occurrence of each of the events
stipulated in (ii) and (iv) shall lapse automatically upon
publication of 2005 and 2006 financial results.

The share options granted on 1 June 2004 shall be vested
and exercisable up to 30%, 60% and 100% on or before 31
May 2005, 2006 and 2007, respectively, by the grantees.
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The share options granted on 14 October 2004 shall be vested
and exercisable up to 30%, 60% and 100% on or before 13
October 2005, 2006 and 2007, respectively, by the grantees.

The share options granted on 28 October 2004 shall be vested
and exercisable as to 2,000,000 share options on execution
of the marketing service agreement dated 28 October 2004
and entered into between the Company and the grantee, and
as to 4,000,000 share options on completion of the marketing
services provided by the grantee.

The share options granted on 5 December 2006 to Mr. Chan
Yuk Tong shall be exercisable as to 2,250,000, 3,500,000
and 4,250,000 share options upon the conditions that the
audited financial results of the Group for the years ending 30
June 2007, 2008 and 2009 are not less than HK$O,
HK$10,000,000 and HK$20,000,000 respectively, from the
date of the publication of the audited financial results of
respective year up to the date falling five years from the date
of grant. The share options shall lapse automatically if the
above conditions are not met.

The share options granted on 5 December 2006 to Mr. Ying
Yoke Nean shall be exercisable as to 3,150,000, 4,900,000
and 5,950,000 share options upon the conditions that the
audited financial results of the Group for the years ending 30
June 2007, 2008 and 2009 are not less than HK$O,
HK$10,000,000 and HK$20,000,000 respectively, from the
date of the publication of the audited financial results of
respective year up to the date falling five years from the date
of grant. The share options shall lapse automatically if the
above conditions are not met.

The share options granted on 5 December 2006 to an
employee shall be exercisable as to 4,500,000, 7,000,000
and 8,500,000 share options upon the conditions that the
audited financial results of the Group for the years ending 30
June 2007, 2008 and 2009 are not less than HK$O,
HK$10,000,000 and HK$20,000,000 respectively, from the
date of the publication of the audited financial results of
respective year up to the date falling five years from the date
of grant. The share options shall lapse automatically if the
above conditions are not met.

All share-based employee compensation will be settled in
equity. The Group has no legal or constructive obligation to
repurchase or settle the options.

For the year ended 30 June 2007
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For the year ended 30 June 2007
BE-_ZTtH&AA=1+HLEE

Share options and weighted average exercise price are as RBESHE M BRER MEFFT
follows for the reporting periods presented : 18 -
2007 2006
—ETLE —EERF
Weighted Weighted
average average
exercise exercise
Number price Number price
In#EEY T3
=] TEE 2B TEE
Outstanding at 1 July RtH—H
i RATE 59,246,464 0.364 92,701,464 0.365
Granted oR 44,000,000 0.10 - -
Lapsed [ (24,095,100) 0.358 (33,455,000) 0.368
Outstanding at 30 June RNA =+ H
i RAT 79,151,364 0.219 59,246,464 0.364

For share options outstanding at the end of the year, the
weighted average remaining contractual life is 2.75 (2006:
1.35) years from the date of this annual report.

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on page 42 of
the financial statements.

The share premium account of the Group mainly includes: (i)
shares issued at a premium; and (ii) the difference between
the nominal value of the share capital of the subsidiaries
acquired pursuant to the reorganisation scheme (the “Group
Reorganisation”) in preparation for the public listing of the
Company’s shares on the GEM of the Stock Exchange over
the nominal value of the share capital of the Company issued
in exchange therefor.

The Group’s capital reserve represented the amount of retained
earnings of Vitop China applied for the increase in its
registered and paid-up capital.

AFLRE RITEBIRE 2 IR &R
EHERAE2.75 (ZEZXRF 1 1.35)F
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29.

Notes to the Financial Statements

Reserves (continued)
Group (continued)

In accordance with the relevant PRC regulations applicable to
WOFE, Vitop China, being the wholly-owned subsidiary of the
Company, is required to transfer 10% of their profit after tax,
if any, to the statutory reserve until the balance of the fund
reach 50% of their respective registered capital. Subject to
certain restrictions as set out in the relevant PRC regulations,
the statutory reserve may be used to offset against their
respective accumulated losses.

A1 F5 8 R Bl 5

For the year ended 30 June 2007
BE-ZZLEAAZTHLEE

29. fitfE @

X&EH @

RBRERBERARIEBEECEHER
Bl RATRZEWBLARAXFEFEEE
BERBBEN (NE) L0%EETE f#
B BHZEESHEREZREEAZTM
BRZ50% ° RIEEETERGIFTEZ
EFRE > AEFEETRERERSES
Bz R5HEE -

Company ¥ /N
Capital
Share redemption Accumulated
premium reserve losses Total
¢
R 63 it B FE [ RetisiE st
HK$'000 HK$'000 HK$'000 HK$’000
TET TERT FET FERT
At 1 July 2005 R-ZZTHF
+A—H 49,447 29 (4,606) 44,870
New shares issued URARB#ETZ
as scrip dividend il ) 2,635 - - 2,635
Net loss for the year -  REEEIEFHE -
Total recognised rEED
income and expense R A
for the year R HEEE - - (11,930) (11,930)
At 30 June 2006 and ~ RZZETXREF
1 July 2006 ~AA=+THRK
—EEX
tA—H 52,082 29 (16,536) 35,575
Net loss for the year -  RNEEEIEFE -
Total recognised TEER
income and expense BRRAR
for the year M - - (9,090) (9,090)
At 30 June 2007 R-FTtE
~A=+H 52,082 29 (25,626) 26,485
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Notes to the Financial Statements
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

29. Reserves (continued)
Company (continued)

The share premium account of the Company mainly includes:
(i) shares issued at a premium; and (ii) the difference between
the nominal value of the share capital of the Company issued
in exchange for the issued share capital of the subsidiaries
and the value of the underlying net assets of the subsidiaries
acquired pursuant to the Group Reorganisation. Under the
Companies Law, Cap. 22 (Law 3 of 1961, as consolidated
and revised) of the Cayman lIslands, the share premium
account is distributable to the shareholders of the Company
provided that immediately following the date on which the
dividend is proposed to be distributed, the Company will be in
a position to pay off its debts as and when they fall due in the
ordinary course of business.

30. Commitments
(a) Operating lease commitment

The Group leases certain of its offices, factory and
machinery and equipment under non-cancellable
operating lease arrangements with lease terms ranging
from one to five years.

As at 30 June 2007, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows :

29.

30.

% @
V. /N1 N0

RATBRDBEREEZRE © ()UEE
BB RVREBEEEEA - LA
FEXBHBLARERTRAZARAR
AEEEFTUEEHE A RREEEFE
ZEF - REBEMSHBE AT EAFE2E
(RAAR—FE=X  BFEREF) -
REAZBEZBRBEREZBAHE - £
NEABBENEEEREXEKBRETE
Mz E® - AIRDEERIDAADIKT
RAFRRE °

A iE
(a) HEHERIE

FEERBETIRELEHER
BHEHETEFE  ITRE#E
mRRE FRNTF-ERF -

R-BTLEXA=1H " Fq
B EEEY B R R HEM
SHEEMT

Group
AEH
2007 2006
—TTtE —EERE
HK$’000 HK$’000
FHET FHET
Within one year —FR 2,408 1,829
In the second to E-_EZFERF
fifth years 1,011 1,719
3,419 3,548

The Company did not have any significant operating
lease arrangements as at the balance sheet date
(2006: Nil).
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(b)

BET5IEE 2 &E :
—BRAHNEREREZ
M BERRE

Commitments in respect of :

— property, plant and
equipment contracted,
but not provided for

— others

—Hfth

The Company did not have any significant other
commitments as at the balance sheet date (2006 :
Nil).

The Company has executed a corporate guarantee
amounting to HK$5,000,000 (2006 : HK$5,000,000)
with respect to a bank loan to one of its subsidiaries
(note 26). Under the guarantee, the Company would
be liable to pay the bank if the bank is unable to recover
the loan. At the balance sheet date, no provision for
the Company’s obligation under the guarantee has been
made as the directors considered that it was not
probable that the repayment of the loan would be in
default.

In November 2006, a lawsuit alleging breach of products
purchase agreement was brought by a supplier against
a subsidiary of the Company. The supplier was claiming
a damage amounting to approximately RMB14,200,000
(equivalent to HK$14,600,000). The subsidiary then
filed an answer denying the allegation and counterclaim.
The lawsuit was heard in the intermediate People’s
Court of the PRC in Zhuhai, Guangdong Province, on
27 March 2007, 11 May 2007 and 27 June 2007
respectively and is still pending for the judgement to
be delivered. After taking into account of legal advices
from solicitors, the directors consider that the
subsidiary has a good defence against such claim and
no provision have therefore been made in the financial
statements.

+
=]

N

/N

A4 =

For the year ended 30 June 2007
BE-_ZZtH&AA=1+HLEE

Group

AEH
2007 2006
—ETtE —EERE
HK$’000 HK$’000
TET FHET
1,751 1,751
- 952
1,751 2,703
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Notes to the Financial Statements
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

31. Contingent Liabilities (continued) 31. HAREBE @
Save as disclosed above, neither the Group nor the Company BrEmigEEIN  REER  REES
had any significant contingent liabilities at the balance sheet RARWEEMEARAEE o
date.

32. Note to the Consolidated Cash Flow 32. Z8IR&KERMEE

Statement
Disposal of subsidiaries HEMBAT
2007
—ETtE
HK$'000
FHET
Net assets disposed of : HETHERE 2EEFE !
Property, plant and equipment ¥ % « lENRE 1,126
Prepaid land lease payments  FE{J T A& 5k 5,977
Deposits, prepayments and e ENRER
other receivables H{h FE UK BR X 62
Accrued liabilities EitEEREMEMRR
and other payables (122)
7,043
Gain on disposal of subsidiaries HEKBA Tz 682
Consideration RE 7,725
Satisfied by : SENPW
Cash Re 7,725
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For the year ended 30 June 2007
BE-_ZZTt+HEAA=+HLEFE

Related Party Transactions 33. FAEANLRS
Save as disclosed elsewhere in these financial statements, MR BI IS SRR ATIRTEE IS REEEE
the Group had the following material transactions with certain TEEALTETTIERRS :

related parties :

(a) (a)
2007 2006
—EELE —EEXRF
Notes HK$’000 HK$’000
M 5F TERT FExT
Rental expenses to FTFUTALTZ
Hemx
— a minority equity — KA B
holder of a subsidiary NAZDE
of the Company BREEA (i) 504 480
— a related company - BERQA (i) 368 150
Purchase of goods from BAKEHLE
the joint venture partner EHEECEE
of the jointly controlled TEBHRE
entity of the Group =T (i) 3,692 14,714
Purchases from a B 4[5 42
jointly-controlled entity ERRE (i) 3,233 2,691

Notes : MIsE -

(i) The Group’s transactions with a minority equity holder of a (i) REEEAQNFMEB AR 2D HE
subsidiary of the Company, the Group’s jointly-controlled entity BEEA  AEEHEEZEHEER
and the joint venture partner of the Group’s jointly-controlled TEBHRREHERBCEELER
entity were made in accordance with the mutually agreed H2RBTIRBEFIHE ZIRRE
terms. 1T o

(ii) The rental expenses were incurred to China Excel Professional (i) FIEEzHeREINIAFESRS
Advisors Limited, in which Mr. Chan Yuk Tong, an executive RBAERLT » NOABHITES
director of the Company, is director and equity holder. The REREEAHESRERIFE
lease period is from 1 January 2006 to 17 May 2007 with A HBE-ZZRFE—HF—HBZ&
monthly rent of HK$25,000. —EZtFRA+tH BAHESE

$£25,0008 T °

X EMERARDT
Ceziren [AGS
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For the year ended 30 June 2007
BE-_ZZT+HEAA=+ALEE

33. Related Party Transactions (continued) 33. FAEALR S @
(b) Compensation of key management (b) XEEFTEEBASZ
personnel of the Group : FrON -
2007 2006
—EELE ZEERE
HK$'000 HK$'000
FERT FET

Total remuneration of FRESRHEMEE
directors and other BB ABZHNALE
members of key
management during

the year
— Short term employee - HHEERF
benefits 6,873 5,919
- Pension scheme — BIREFTEIHEIR
contribution 85 123

6,958 6,042

34. Risk Management Objectives and Policies 34. B EHEEHIEZERBEK

The Group does not have written risk management policies AEBETEEMAMRSERRRIES -
and guidelines. However, the board of directors meets R EBEEHETER > 2R
periodically to analyse and formulate measures to manage EREUEERRAEEMEH 2mER
the Group’s exposure to market risk, including principally b TEOENESHREREE - —
changes in interest rates and currency exchange rates. mms > AEERERBRERETRST
Generally, the Group employs a conservative strategy regarding RHE o

its risk management.

(a) Credit risk (a) EEEDPE

Generally, the maximum credit risk exposure of financial —RME MREEMERS &
assets is the carrying amount of the financial assets REERBANEEEERIE
as shown on the face of the balance sheet or in the BREMTASI R BEEER
notes to the financial statements. Credit risk, therefore, HE Bt FERRESER
is only disclosed in circumstances where the maximum REBEBEENEEE ZREE
potential loss differs significantly from the financial BEREAZERTHFFUE
asset’s carrying amount. #o

The Group’s bank deposits are mainly deposited with REBZRITEREFEFTASTE
banks in Hong Kong and the PRC. EAEZRIT o
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The Group has little concentration of credit risk due to
its relatively large customer base. The Group performs
ongoing credit evaluation of its customers’ financial
positions. Provision for impairment is based upon a
review of the expected collectibility of all receivables.

The Group’s exposure to foreign currency risk mainly
arises from the exchange rate movement between HK$
and RMB in relation to its PRC operations. The Group
currently does not have a foreign currency hedging
policy. In order to mitigate the foreign currency risk,
the management closely monitors such risks and will
consider hedging significant foreign currency exposure
should the need arises.

The Group has exposure to interest rate risk arising
from its bank loans and structured notes with
embedded derivatives. The impact of interest rate
fluctuations is insignificant during the year. The Group
currently does not have an interest rate hedging policy.
However, the management monitors the related interest
rate exposure closely and will consider to use hedging
policy if the need arise.

The fair values of the Group’s current financial assets
and liabilities are not materially different from their
carrying amount because of the immediate or short
term maturity. The fair values of non-current liabilities
were not disclosed because the carrying values were
not materially different from their fair values.

Pursuant to the acquisition agreement dated 4 August 2007,
the Company acquires 18% equity interests in Access Boom
Group Limited (“Access Boom”) at a consideration of HK$18
million. The principal activity of Access Boom is in development
and marketing of automobile lean-burn fuel-saving instruments,
electronic management system, turbo engines and other
related products in the PRC. The consideration shall be
satisfied by (i) HK$5 million in cash and (ii) the remaining of
HK$13 million by the allotment and issue of the Company’s
ordinary shares at the issue price of HK$0.35.

For the year ended 30 June 2007
BE-_ZZtH&AA=1+HLEE
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Summary of Financial Information

Year ended 30 June

RA=ZTHLEE

2007 2006 2005 2004 2003
“EEtE C—ZETRE C—ZERE C—ZENE —ET=F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FERT FER FiEx FER
Revenue g 104,247 99,988 145,551 139,982 103,509
(Loss)/Profit before  BRFF1EHLAT
income tax (&8) / &EF (12,047) (38,788) 3,032 23,131 6,146
Income tax expense  Fri§%iBE X (174) (987) (766) (2,281) (512)
(Loss)/Profit for KEE
the year (B18)  wF (12,221) (39,775) 2,266 20,850 5,634
Attributable to: THANLEA :
Equity holders of NN
the Company BEA (12,681) (39,920) 1,271 20,186 5,634
Minority interests DEBRRER 460 145 995 664 -
(12,221) (39,775) 2,266 20,850 5,634
At 30 June
R7<A=+H
2007 2006 2005 2004 2003
“EEtE C—ZTRE C—ZERE C—ZENE —ET=F
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
FET FERT FER FiEx FER
Assets and liabilities ZERE&(E
Total assets EEMAE 75,357 85,598 128,804 130,482 95,560
Total liabilities EEHE (31,413) (32,559) (35,420) (33,071) (18,655)
Minority interests DY R RER (1,909) (1,790) (1,891) (1,499) -
Equity attributable AKABEZFEA
to equity holders FEAG #E =
of the Company 42,035 51,249 91,493 95,912 76,905
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Suites 913917, 9/F., Sun Hung Kai Centre
30 Harbour Road, Wanchai, Hong Kong
BBETBEBE30EINEEPLIEI13917E
Tel &3 : (852) 2868 2588

Fax & :(852) 2991 4711

Email EE : vitop@vitop.com
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