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Corporate Governance Report

The summary compensation table for the Directors of the Group for the financial year ended 31 December 2009
is set out below:

Allowances

Directors’ and Other Total
Salary Bonus Fees Benefits Compensation
% % % % %
Executive Directors:
$$500,000 and above - - - - -
$$250,000 to S$499,999
Mr. Liu Xingxu 98 - - 2 100
Ms. Yan Yunhua 98 - - 2 100
Mr. Li Buwen 98 - - 2 100
Non-Executive Directors:
Below $$249,999
Mr. Ong Kian Guan = = 100 = 100
Mr. Li Shengxiao = = 100 = 100
Mr. Ong Wei Jin - - 100 - 100

Immediate Family Member of Directors or Substantial Shareholders

No employee of the Company and its subsidiary was an immediate family member of a Director and/or a
substantial shareholder whose remuneration exceeded $$150,000 during the financial year ended 31 December
2009.

ACCOUNTABILITY AND AUDIT
Accountability

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

The Board is accountable to the shareholders and is mindful of its obligations to furnish timely information and
to ensure full disclosure of material information to shareholders in compliance with statutory requirements and
the Listing Manual of the SGX-ST (the “Listing Manual”) and the Listing Rules.

Price sensitive information will be publicly released either before the Company meets with any group of investors
or analysts or simultaneously with such meetings. Financial results and annual reports will be announced or issued
within legally prescribed periods.
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The Board also acknowledges its responsibility for preparing the financial statements of the Group. The
Board ensures that the preparation of the financial statements of the Group are in accordance with statutory
requirements and applicable accounting standards. The directors are not aware of any material uncertainties
relating to events or conditions which may cast significant doubt upon the Company’s ability to continue as a
going concern.

The statement of the auditors of the Company about their reporting responsibilities on the financial statements
of the Group is set out in “The Independent Auditor’s Report” on pages 60 to 61 of this annual report.

Audit Committee

Principle 11: The Board should establish an Audit Committee with written terms of reference which

clearly set out its authority and duties.

The Company has established the AC since July 2007 comprising the following three members, all of whom are
independent non-executive Directors:

Mr. Ong Kian Guan (Chairman)
Mr. Li Shengxiao (Member)
Mr. Ong Wei Jin (Member)

The AC functions under the terms of reference which sets out its responsibilities as follows:
review the audit plans and reports of our internal and external auditors;
i review of the financial statements before submission to the Board for approval,

iii. review and consider the appointment or re-appointment of the external auditors and matters relating to
resignation or dismissal thereof;

iv. review of interested person transactions (within the definition of the Listing Manual) involving the Group in
accordance with the Listing Manual and the Listing Rules;

V. review the effectiveness and adequacy of the internal accounting and financial control procedures;

vi. generally undertake such other functions and duties as may be required by the Listing Manual and the
Listing Rules;

vii.  review and approve future hedging policy, instruments used for hedging and foreign exchange policy and

practice of the Group (if it becomes applicable to the Group in the future); and

viii.  consider the appointment and termination of our internal auditors

Annual Report 2009

°
+
-
S
(]
A
e
S
(V]
w
x
-
x
©
=
=
v




Annual Report 2009

°
=
a
)
Q
=
=
S
()}
s
x
-~
x
©
=
K=
(%)

Corporate Governance Report

The AC has the power to conduct or authorise investigations into any matters within the AC's scope of
responsibility. The AC is authorised to obtain independent professional advice if it deems necessary in the
discharge of its responsibilities. Such expenses are to be borne by the Company.

Each member of the AC shall abstain from voting any resolutions in respect of matters he/she is interested in.

The AC has full access to and co-operation of the management and has full discretion to invite any Director or
executive officer to attend its meetings, and has been given reasonable resources to enable it to discharge its
functions.

The AC meets with both the external and internal auditors without the presence of the management at least
once a year.

The AC reviews the independence of the external auditors annually. The AC, having reviewed the range and
value of non-audit services performed by the external auditors, Ernst & Young LLP, was satisfied that the nature
and extent of such services will not prejudice the independence and objectivity of the external auditors. The
AC recommended that Ernst & Young LLP be nominated for re-appointment as auditors at the forthcoming
AGM. There is no disagreement between the Board and AC regarding the selection, appointment, resignation
or dismissal of external auditors. During the year under review, the Company has paid an aggregate of
approximately $$217,000 (2008: S$260,000) to the external auditor for its audit services, and has paid an audit
fees of approximately $$1,080,000 to the external auditors for its listing application in Hong Kong and other
professional services.

The Company has in place a whistle-blowing framework for employees of the Group to raise concerns about
improprieties.

The Company’s annual results for the year ended 31 December 2009 has been received by the AC.

Internal Controls

Principle 12: The Board should ensure that the management maintains a sound system of internal
controls to safeguard the shareholders’ investments and the company’s assets.

The AC will ensure that a review of the effectiveness of the Company’s material internal controls, including
financial, operational and compliance controls and risk management, is conducted annually. In this respect, the
AC will review the audit plans, and the findings of the external and internal auditors and will ensure that the
Company follows up on the auditors’ recommendations raised, if any, during the audit process. The Company will
continue to make efforts in improving its internal control system.

Internal Audit

Principle 13: The Company should establish an internal audit function that is independent of the
activities it audits.

The Company has in place an internal audit function comprising four staffs and headed by Mr. Huang Beng Fa,
to check and report on the internal affairs of the Group. Mr. Huang reports directly to the AC and is not related
to the Directors, executive officers or substantial shareholders.
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The primary functions of internal audit are to:

(a) assess if adequate systems of internal controls are in place to protect the funds and assets of the Group
and to ensure control procedures are complied with;

(b)  assess if operations of the business processes under review are conducted efficiently and effectively; and
(0 identify and recommend improvement to internal control procedures, where required.

The AC has reviewed the internal auditors and external auditors’ report and the internal controls in place, and is
satisfied that there are adequate internal controls in the Company.

COMMUNICATION WITH SHAREHOLDERS AND INVESTORS
Communication with Shareholders

Principle 14: Companies should engage in regular, effective and fair communication with shareholders.

Principle 15: Companies should encourage greater shareholder participation at AGM’s and allow
shareholders the opportunity to communicate their views on various matters affecting the Company.

In line with continuous obligations of the Company pursuant to the Listing Manual and Listing Rules, the Board’s
policy is that all shareholders be informed of all major developments that impact the Group.

Information is disseminated to shareholders and investors on a timely basis through:

(a) SGXNET and SEHK announcements and news release;

(b)  Annual Report prepared and issued to all shareholders;

() Press releases on major developments of the Group;

(d) Notices of and explanatory memoranda for AGM and extraordinary general meetings (“EGM"); and

(e)  Company's website at http://www.chinaxlx.com.sg at which shareholders can access information on the
Group, and Roadshows organized by banks and plant visits to our factory.

The Company’'s AGMs are the principal forums for dialogue with shareholders. The Chairman of the Committees
are normally available at the meetings to answer any question relating to the work of the Committees. The External
Auditors shall also be present to assist the Directors in addressing any relevant queries by the shareholders.

Shareholders are encouraged to attend the AGM/EGM to ensure high level of accountability and to stay apprised
of the Group’s strategy and goals. Notice of the meeting will be advertised in newspapers and announced on
SGXNET and SEHK's website.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct rules regarding securities transactions by the Directors on terms
no less exacting than the required standard set out in the Model Code for Securities Transactions by Directors of
Listed Issuers as set out in Appendix 10 of the Listing Rules (the “Model Code”). In addition, the specific enquiry
has been made to all Directors in relation to whether the Directors have complied with the required standard set
out in the Model Code and its code of conduct regarding Directors’ securities transactions.

Interested Person Transactions Policy

The Company adopted an internal policy in respect of any transactions with interested person (as defined in the
Listing Manual) and connected persons (as defined in the Listing Rules) and has established procedures for review
and approval of the interested person transactions entered into by the Group. The AC has reviewed the rationale
and terms of the Group’s interested person transactions and is of the view that the interested person transactions
are on normal commercial terms and are not prejudicial to the interests of the shareholders.

The interested person transactions transacted for the year ended 31 December 2009 by the Group are as follows:

Aggregate value
of all interested

person transactions Aggregate value
conducted (excluding of all interested
transactions less than person transactions
$$100,000 and conducted under

transactions conducted shareholders’ mandate
under shareholders’ pursuant to Rule 920
mandate pursuant to (excluding transactions

Name of Interested Person Rule 920) less than S$100,000)
RMB'000 RMB'000
Henan Xinlianxin Chemicals Group Co., Ltd. 25,586 -

MATERIAL CONTRACTS

There were no material contracts entered into by the Company or any of its subsidiary involving the interest of
the CEO, any Directors, or controlling shareholders.
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The directors (the “Directors”) of China XLX Fertiliser Ltd. (the “Company”) are pleased to present their report
together with the audited consolidated financial statements of the Company and its subsidiary (collectively, the
“Group”) and the statement of financial position and statement of changes in equity of the Company for the
financial year ended 31 December 2009.

ADOPTION OF CHINESE NAME

Pursuant to a special resolution passed at the extraordinary general meeting of the Company held on 3 November
2009, the Company has adopted the Chinese name “ FE/LEAMEIBBEPR A" as its secondary name.

LISTING ON THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “SEHK")

The Company’s ordinary shares (the “Shares”) were successfully listed on the main board of the SEHK on 8
December 2009 by way of introduction. As a result, the Company now has a dual primary listing of its Shares on
both the Singapore Exchange Securities Trading Limited (the “SGX-ST"”) and SEHK.

PRINCIPAL ACTIVITIES

The Group is principally engaged in manufacturing, sales and trading of urea, compound fertiliser, methanol,
liquid ammonia and ammonia solution.

RESULTS AND DIVIDENDS

The Group's profit for the year ended 31 December 2009 and the state of affairs of the Company and the Group
at that date are set out in the financial statements on pages 62 to 120 of this annual report.

No interim dividend was paid during the year. The Directors recommend the payment of a final dividend of
SGDO0.6 cent (2008: SGD1.6 cents) per Share in respect of the year to shareholders of the Company (the
“Shareholders”) on the Company’s register of members on 11 May 2010, such dividend will be paid on 27 May
2010. This recommendation has been incorporated in the financial statements as an allocation of retained profits
within the equity section of the statement of financial position.

The Singapore Principle Share Transfer Books and Singapore Register of Members of the Company in Singapore will
be closed from 11 May 2010 after 5.00 p.m. to 12 May 2010 for the purpose of determining the Shareholders’
entitlements to the dividends to be proposed at the annual general meeting of the Company to be held on 27
April 2010 (the “AGM"). Duly completed transfers in respect of shares in the Company received up to close of the
business at 5.00 p.m. on 11 May 2010 by the Company’s Singapore Principal Registrar, KCK CorpServe Pte. Ltd.,
333 North Bridge Road KH KEA Building #08-00, Singapore 188721 will be registered to determine Shareholders’
entitlements to such dividend. Shareholders whose Securities Accounts with The Central Depository (Pte) Limited are
credited with shares of the Company as at 5.00 p.m. on 11 May 2010 will be entitled to such proposed dividend.

The Hong Kong Branch Share Register will be closed on 12 May 2010 for the purpose of determining the
Shareholders’ entitlement to the dividends to be proposed at the AGM. In order to qualify for the proposed
final dividend for Hong Kong Shareholders, all transfers, accompanied by the relevant share certificates, must be
lodged with the Hong Kong Branch Share Registrar of the Company, Tricor Investor Services Limited at 26th Floor,
Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong, not later than 4:00 p.m. on 11 May 2010.
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Report of Directors

SUMMARY OF FINANCIAL INFORMATION

A summary of the consolidated results and assets and liabilities of the Group for the last three financial years,
and the proforma consolidated results and assets and liabilities of the Group for the two preceding years, as
extracted from the published audited consolidated financial statements and restated/reclassified as appropriate, is
set out on page 123 of this annual report. This summary does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group during the year are set out in note 15
to the financial statements.

SHARE CAPITAL

There were no movements in the Company’s issued share capital during the year. Details of the Company’s share
capital are set out in note 30 to the financial statements.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s articles of association (the “Articles”) or
the laws of Singapore, 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, REDEMPTION OR SALE OF SHARES

Neither the Company, nor its subsidiary purchased, redeemed or sold its equity securities during the year.

RESERVES

Details of movements in the reserves of the Company and the Group during the year are set out in note 31 to
the financial statements.

DISTRIBUTABLE RESERVES

As at 31 December 2009, the Company had no reserves available for distribution.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, sales to the Group’s five largest customers accounted for less than 30% of the total
sales for the year and purchases from the Group's five largest suppliers accounted for less than 30% of the total
purchases for the year.

None of the Directors or any of their associates or any Shareholders (which, to the best knowledge of the
directors, own more than 5% of the Company’s issued share capital) had any beneficial interest in the Group's
five largest customers.
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DIRECTORS

The Directors of the Company during the year are:

Executive Directors:

Liu Xingxu
Yan Yunhua
Li Buwen

Independent non-executive Directors:

Ong Kian Guan
Li Shengxiao
Ong Wei Jin

In accordance with Article 89 of the Articles, Mr. Liu Xingxu and Mr. Ong Kian Guan will retire by rotation and,
being eligible, with offer themselves for re-election at the forthcoming annual general meeting. The independent
non-executive directors are appointed for periods of three years.

The Company has received annual confirmations of independence from each of the independent non-executive
directors pursuant to Rule 3.13 of the Rules Governing the Listing of Securities on the SEHK (the “Listing
Rules”) and still considers them to be independent.

ARRANGEMENTS TO ENABLE DIRECTORS TO ACQUIRE SHARES AND DEBENTURES

Neither at the end of nor at any time during the year was the Company a party to any arrangement whose
objects are, or one of whose object is, to enable the Directors or their respective spouses or minor children
to acquire benefits by means of the acquisition of Shares in or debentures of the Company or any other body
corporate.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the Directors and the senior management of the Group are set out on pages 32 to 36 of
this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors entered into a service contract with the Company for an initial term of three years
commencing from 8 December 2009, renewable automatically for successive terms of three years upon the date
of expiry of the first three-year period, unless terminated in accordance with the provisions of the service contract
by either party giving to the other not less than six months’ prior notice in writing at the end of the initial term
or at any time thereafter.

The Company has issued a letter of appointment to each of the independent non-executive Directors of the
Company for an initial term of three years commencing from 8 December 2009.
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Report of Directors

Apart from the foregoing, 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.

DIRECTORS’ REMUNERATION

The Directors’ remuneration is subject to approval by the remuneration committee with reference to Directors’
duties, responsibilities and performance and the results of the Group. Details of Directors’ remuneration are set
out in note 9 to the financial statement.

HIGHEST PAID INDIVIDUALS

During the year, the five individuals with the highest remuneration in the Group are all Director and senior
management of the Company. Details of the highest paid individuals are set out in note 10 to the financial
statements.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT POSITIONS IN SHARES
AND UNDERLYING SHARES AND DEBENTURES

As at 31 December 2009, the interests and short positions of the Directors and chief executive of the Company in
Shares and underlying Shares and debentures of the Company or its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFO")), as recorded in the register required to be kept
by the Company pursuant to Section 352 of the SFO, or as otherwise notified to be Company and the SEHK
pursuant to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code"”) as set
out in Appendix 10 of the Listing Rules, were as follows:

Long positions in Shares of the Company

Number of issued Shares in the Company

Personal of

the Company’s

Personal Corporate Total issued share

Name of Directors interests interests interests capital

Mr. Liu Xingxu (Note (a)) - 343,376,000 343,376,000 34.34%

Ms. Yan Yunhua (Note (b)) 300,000 280,624,000 280,924,000 28.09%

Mr. Li Buwen (Note (c)) - 54,940,000 54,940,000 5.49%

Mr. Ong Kian Guan 100,000 - 100,000 0.01%

Notes:

(a) Mr. Liu Xingxu beneficially owns approximately 42% of equity interest in Pioneer Top Holdings Limited (“Pioneer

Top”) and holds approximately 58% of equity interest in Pioneer Top in trust for seven beneficiaries (including Mr. Li
Buwen) under a trust agreement, and Pioneer Top in turn holds approximately 34.34% of the total issued shares in
the Company. Pursuant to the trust agreement dated 26 July 2006, Mr. Liu Xingxu is irrevocably granted the absolute
discretion to the voting rights and day-to-day management rights in Pioneer Top.
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(b) Yan Yunhua beneficially owns approximately 12.74% of equity interest in Go Power Investments Limited (“Go Power")
and holds approximately 87.26% of the equity interest in Go Power in trust for a total of 1,463 beneficiaries under
a trust agreement, and Go Power in turn holds approximately 28.06% of the total issued shares in the Company.
Pursuant to the trust agreement dated 26 July 2006 and a trust confirmation dated 16 June 2009, Yan Yunhai is
irrevocably granted the absolute discretion to the voting rights and day-to-day management rights in Go Power.

(o) Liu Xingxu holds 16% of the equity interest in Pioneer Top in trust for Li Buwen in accordance with the trust agreement
dated 26 July 2006, and Pioneer Top holds approximately 34.34% of the total issued shares in the Company.

There was no change in any of the above-mentioned interests between the end of the financial year of 2009 and
21 January 2010.

Save as disclosed above, as at 31 December 2009, none of the Directors, chief executive of the Company nor
their associates had or was deemed to have any interests or short position in the Shares, underlying Shares or
debentures of the Company and its associated corporations (within the meaning of Part XV of the SFO), which
has been recorded in the register maintained by the Company pursuant to Section 352 of the SFO or which has
been notified to the Company and the SEHK pursuant to the Model Code.

DIRECTORS’ INTEREST IN CONTRACTS

Except as disclosed in the financial statements, since the end of the previous financial year, no Director has
received or become entitled to receive a benefit by reason of a contract made by the Company or a related
corporation with the Director, or with a firm of which the Director is a member, or with a company in which the
Director has a substantial financial interest, and no contract of significance to which the Company, its holding
company, any of its subsidiary was a party, and in which a Director had a material interest, whether directly or
indirectly, subsisted at the end of the year or at any time during the year.

INTERESTS OF DIRECTORS AND SUPERVISORS IN COMPETING BUSINESS

During the year and up to the date of this annual report, none of the Directors has any interest in business which
competes or may compete with the business of the Group under the Listing Rules.

MANAGEMENT CONTRACTS

During the year, no contracts concerning the management and administration of the whole or any substantial
part of the business of the Company were entered into or existed.

OPTIONS

The Group has no share option scheme.
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SUBSTANTIAL SHAREHOLDERS" AND OTHER PERSONS’ INTERESTS IN SHARES AND
UNDERLYING SHARES

As at 31 December 2009, the following interests of 5% or more of the issued share capital of the Company were
recorded in the register of interests required to be kept by the Company pursuant to Section 336 of the SFO:

Long positions:

Percentage of

3 Number of the Company’s
= Capacity and ordinary issued share
o
ko Name nature of interests Shares held capital
g Pioneer Top Holdings Limited Registered owner and 343,376,000 34.34%
< (“Pioneer Top”) (Note (a)) beneficially owned

Mr. Liu Xingxu (Note (a)) Deemed interest and interest 343,376,000 34.34%

in controlled company

Go Power Investments Limited Registered owner and 280,624,000 28.06%
("Go Power"”) (Note (b)) beneficially owned
Ms. Yan Yunhua (Note (b)) Deemed interest and interest 280,624,000 28.06%

in controlled company

Ms. Yan Yunhua Registered owner and 300,000 0.03%
beneficially owned

Notes:

(a) Pioneer Top is an investment holding company established in the British Virgin Islands (the “BVI"). Mr. Liu Xingxu
beneficially owns approximately 42% of the equity interest in Pioneer Top, and holds the remaining 58% of the equity
interest in Pioneer Top in trust for seven beneficiaries, including approximately 16% for Mr. Li Buwen, our executive
Director, and approximately 7% for Mr. Li Yushun, 7% for Mr. Ru Zhengtao, 7% for Mr. Wang Nairen and 7% for Mr.
Zhang Qingjin, our senior management, and approximately 7% for Mr. Zhu Xingye and 7% for Mr. Shang Dewei, our
employees. Liu Xingxu has the absolute discretion to exercise the voting rights held by Pioneer Top in the Company in
accordance with the trust agreement.

(b) Go Power is an investment holding company established in the BVI. Ms. Yan Yunhua beneficially owns approximately
12.74% of the equity interest in Go Power and holds approximately 87.26% of the equity interest in Go Power in trust
for a total of 1,463 beneficiaries under the trust agreement. Ms. Yan Yunhua has the absolute discretion to exercise the
voting rights held by Go Power in the Company in accordance with the trust agreement.

Save as disclosed above, as at 31 December 2009, no person, other than the Directors, whose interests are set
out in the section “Directors’ and chief executive’s interests and short positions in shares and underlying shares
and debentures” above, has an interest or short position in the Shares or underlying Shares of the Company that
was required to be recorded.
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CONTINUING CONNECTED TRANSACTIONS

During the year, the Group had the following continuing connected transactions, certain details of which are
disclosed in compliance with the requirements of Chapter 14A of the Listing Rules.

Mr. Liu Xingxu, Ms. Yan Yunhua and Mr. Li Buwen currently hold an aggregate of approximately 17.5% interest
in Henan Xinlianxin Chemicals Group Co., Ltd. (“XLX Chem"), where their respective shareholdings are the
largest in XLX Chem, and they have the largest influence through their shareholders’ rights in the major decisions
in XLX Chem. Therefore, XLX Chem, its subsidiaries and associates (collectively “XLX Chem Group”) are deemed
as our connected persons under Rule 14A.11 (4) (a) of the Listing Rules. XLX Chem Group is also deemed as our
“interested person” in accordance with the listing rules of the SGX-ST (the “Listing Manual”) in Singapore.

The following continuing connected transactions have been carried out by the Group during the year:

(a) Exempt continuing connected transactions
(i) Calibration and Testing Services Framework Agreement

Pursuant to the Calibration and Testing Services Framework Agreement dated 20 October 2009
between Henan XLX Fertiliser and XLX Chem, Henan XLX Fertiliser has agreed to provide the
calibration and testing services to XLX Chem Group for a term commencing from the date of the
agreement to 31 December 2011.

The service fee income received by the Group from XLX Chem Group under this agreement
amounted to approximately RMB77,000 for the year ended 31 December 2009.

(ii)  Lifting Services Framework Agreement

The Group has entered into the Lifting Services Framework Agreement dated 20 October 2009 with
XLX Chem Group, pursuant to which XLX Chem Group has agreed to provide lifting services to the
Group on an as-need basis. The agreement will expire on 31 December 2011 and is automatically
renewable for further periods of no more than three years subject to compliance with the applicable
provisions of each of the Listing Rules and the Listing Manual. The service expenses paid by the
Group to XLX Chem Group under this agreement amounted to approximately RMB1,799,000 for the
year ended 31 December 2009.
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(b) Non-exempt continuing connected transactions
(i) Utilities Supply Framework Agreement

The Group has entered into the Utilities Supply Framework Agreement dated 20 October 2009
with XLX Chem Group, by which the Group has agreed to supply water, electricity and steam to
XLX Chem and the agreement will expire on 31 December 2011 and is automatically renewable for
further periods of no more than three years subject to compliance with the applicable provisions
of each of the Listing Rules and the Listing Manual. For the year ended 31 December 2009, the
aggregate amount received by the Group from XLX Chem Group amounted to approximately
RMB2,600,000 and has been accounted for as other income in the Group’s consolidated statement
of comprehensive income.

Annual Report 2009

(ii)  Equipment Purchase Framework Agreement

The Group has entered into the Equipment Purchase Framework Agreement dated 20 October
2009 with XLX Chem Group, pursuant to which XLX Chem Group has agreed to supply the
equipment to the Group, including pipes, containers and high-pressure containers for production,
and repair and maintenance. The agreement will expire on 31 December 2011 and is automatically
renewable for further periods of no more than three years subject to compliance with the applicable
provisions of each of the Listing Rules and the Listing Manual. For the year ended 31 December
2009, the aggregate amount paid by the Group for the sourcing of equipment was approximately
RMB6,474,000.

The independent non-executive Directors have reviewed the above continuing connected
transactions and confirmed that these continuing connected transactions have been entered into:

(1) in the ordinary and usual course of business of the Group;

(2) on normal commercial terms or on terms no less favourable to the Group than terms available
from independent third parties; and

(3) in accordance with the relevant agreement governing them on terms that are fair and
reasonable and in the interests of the shareholders of the Company as a whole.

The Board has received a letter from the auditors which has confirmed the matters required under
Rule 14A.38 of the Listing Rules.

BANK LOANS AND OTHER BORROWINGS

Details of the bank loans and other borrowings of the Group are set out in note 28 to the financial statements.
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CORPORATE GOVERNANCE

The Company is committed to maintaining the highest standard of corporate governance practices. Information
on the corporate governance practices adopted by the Company is set out in the Corporate Governance Report
on pages 37 to 48 of this annual report.

SUBSIDIARY

Details of the Company’s subsidiary are set out in note 17 to the financial statements.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within the knowledge of the Directors, at
least 25% of the Company’s total issued share capital was held by the public as at the date of this annual report.

RESPONSIBILITY OF DIRECTORS ON FINANCIAL STATEMENTS

The Companies Ordinance requires the Directors to prepare financial statements for each financial year. Such
financial statements should give a true and fair view of the state of affairs of the Company and of the Group as
at the balance sheet date of a particular year and on the profit and loss of the Company and the Group for the
year then ended. In preparing the financial statements, the Directors should:

(a) select and apply consistently appropriate accounting policies, make prudent, fair and reasonable judgement
and estimation;

(b)  report the reasons for any seriously deviation from accounting practice; and

(c) prepare the financial statements on going concern basis, unless it is inappropriate to assume the Company
and the Group could continue to operate.

The Directors are responsible for the proper keeping of accounting record in order to secure assets of the
Company and the Group. The Directors are also responsible for adopting reasonable measures to prevent and
check any fraudulences and irregularities.
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AUDIT COMMITTEE
The Audit Committee (“AC") carried out its functions including the following:
J Reviews the audit plans of the internal and external auditors of the Company, and reviews the internal

auditors’ evaluation of the adequacy of the Company’s system of internal accounting controls and the
assistance given by the Company’s management to the external and internal auditors;

o Reviews the quarterly and annual financial statements and the auditors’ report on the annual financial
statements of the Company before their submission to the board of directors;

o Reviews effectiveness of the Company’s material internal controls, including financial, operational and
compliance controls and risk management via reviews carried out by the internal auditors;

Annual Report 2009

° Meets with the external auditors, other committees, and management in separate executive sessions to
discuss any matters that these groups believe should be discussed privately with the AC;

o Reviews legal and regulatory matters that may have a material impact on the financial statements, related
compliance policies and programmes and any reports received from regulators;

o Reviews the cost effectiveness and the independence and objectivity of the external auditors;
o Reviews the nature and extent of non-audit services provided by the external auditors;
o Recommends to the board of directors the external auditors to be nominated, approves the compensation

of the external auditors, and reviews the scope and results of the audit;

J Reports actions and minutes of the AC to the board of directors with such recommendations as the AC
considers appropriate; and

° Reviews interested person transactions (also known as connected transactions) in accordance with the
respective requirements of the stock exchanges.

The AC, having reviewed all non-audit services provided by the external auditors of the Company, is satisfied that
the nature and extent of such services would not affect the independence of the external auditors. The AC has

also conducted a review of interested person transactions.

The AC convened five meetings during the year with full attendance from all members. The AC has also met with
internal and external auditors, without the presence of the Company’s management, at least once a year.

Further details regarding the AC are disclosed in the Corporate Governance Report in this annual report.
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Report of Directors

AUDITORS

Ernst & Young LLP have expressed their willingness to accept reappointment as auditors.
On behalf of the board of Directors:

Liu Xingxu Yan Yunhua
Director Director

23 March 2010

STATEMENT BY DIRECTORS

We, Liu Xingxu and Yan Yunhua, being two of the Directors of China XLX Fertiliser Ltd., do hereby state that, in
the opinion of the Directors,

(i) the accompanying statements of financial position, consolidated statement of comprehensive income,
statements of changes in equity and consolidated statement of cash flows together with notes thereto are
drawn up so as to give a true and fair view of the state of affairs of the Group and of the Company as at
31 December 2009 and the results of the business, changes in equity and cash flows of the Group and the
changes in equity of the Company for the year ended on that date, and

(i) at the date of this statement, there are reasonable grounds to believe that the Company will be able to
pay its debts as and when they fall due.

On behalf of the board of Directors:

Liu Xingxu Yan Yunhua
Director Director

23 March 2010
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Independent Auditors’ Report

To the shareholders of China XLX Fertiliser Ltd.
(Incorporated in Singapore with limited liability)

We have audited the accompanying financial statements of China XLX Fertiliser Ltd. (the “Company”) and its subsidiary
(collectively, the “Group”), which comprise the consolidated and company statements of financial position as at 31 December
2009 and the consolidated statement of comprehensive income, consolidated and company statements of changes in equity
and consolidated statement of cash flows for the year then ended, and a summary of significant accounting policies and other
explanatory notes.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
the provisions of the Singapore Companies Act, Cap. 50 (the “Act”) and Singapore Financial Reporting Standards. This
responsibility includes designing, implementing and maintaining internal control relevant to the preparation 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.

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in
accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements
and plan and perform the audit to obtain reasonable assurance whether the financial statements are free from material
misstatement.

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’ judgment, including the assessment of the risks of material
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation 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 management, 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.



Independent Auditors’ Report

OPINION

In our opinion,

(i) the consolidated financial statements and the statement of financial position of the Company are properly drawn up
in accordance with the provisions of the Act and Singapore Financial Reporting Standards so as to give a true and fair
view of the state of affairs of the Group and of the Company as at 31 December 2009 and the results and cash flows
of the Group for the year then ended; and

(i) the accounting and other records required by the Act to be kept by the Company have been properly kept in
accordance with the provisions of the Act.

Ernst & Young LLP

Public Accountants and
Certified Public Accountants
Singapore

23 March 2010
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Consolidated Statement of Comprehensive Income

Year ended 31 December 2009

2009 2008
Notes RMB’000 RMB’000
(Restated)
REVENUE 6 2,329,607 2,084,943
Cost of sales (2,014,212) (1,603,073)
Gross profit 315,395 481,870
(o)}
8
N Other income and gains 6 11,661 13,664
S Selling and distribution expenses (16,902) (20,722)
[}
; General and administrative expenses (110,536) (91,290)
2 Other expenses (11,587) (6,963)
= Finance costs 8 (36,522) (26,791)
PROFIT BEFORE TAX 7 151,509 349,768
Income tax expense 11 (32,285) (18,094)
Net profit attributable to owners of the parent 12 119,224 331,674
Other comprehensive income
Gain/(loss) on hedging instruments 21 (19,807) 19,807
Total comprehensive income attributable
to owners of the parent 99,417 351,481
Earnings per share attributable to equity holders
of the parent (RMB cents per share)
Basic and diluted 14 11.92 33.17
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Details of the dividends payable and proposed for the year are disclosed in note 13 to the financial statements.



Consolidated Statement of Financial Position

31 December 2009

31 December 31 December 1 January
2009 2008 2008
Notes RMB’000 RMB’'000 RMB’000
(Restated) (Restated)
ASSETS
NON-CURRENT ASSETS
Property, plant and equipment (5 2,302,013 1,616,011 974,266
Prepaid land lease payments 16 71,192 72,628 47,448
Prepayments 20 6,515 277,882 63,296
Total non-current assets 2,379,720 1,966,521 1,085,010
CURRENT ASSETS
Inventories 18 221,911 234,965 178,525
Due from related companies 23 - - 1,998
Trade receivables 19 568 7,667 1,793
Bills receivable 19 40,708 18,580 5,528
Prepayments 20 58,476 28,156 44,999
Deposits and other receivables 20 36,871 6,094 4,303
Derivative financial assets 21 - 19,807 -
Income tax recoverable 11,334 - -
Pledged deposits 22, 25 21,173 - 3,508
Cash and cash equivalents 22 139,796 200,114 506,810
Total current assets 530,837 515,383 747,464
Total assets 2,910,557 2,481,904 1,832,474
EQUITY AND LIABILITIES
CURRENT LIABILITIES
Due to related companies 23 1,517 1,676 1,682
Trade payables 24 47,435 47,760 27,685
Bills payable 25 41,346 - 5,000
Accruals and other payables 26 299,500 259,411 240,696
Income tax payable 102 220 930
Deferred grants 27 8,995 9,740 8,240
Interest-bearing bank and other borrowings 28 110,000 145,000 287,000
Total current liabilities 508,895 463,807 571,233
Net current assets 21,942 51,576 176,231
TOTAL ASSETS LESS CURRENT LIABILITIES 2,401,662 2,018,097 1,261,241

Annual Report 2009

]
S
-
b
@
i
=
£
@
[* 5
x
-
x
]
=
=
()




Consolidated Statement of Financial Position

31 December 2009

31 December 31 December 1 January
2009 2008 2008
Notes RMB’000 RMB'000 RMB’000
(Restated) (Restated)
NON-CURRENT LIABILITIES
Accruals 26 65,035 25,600 -
Interest-bearing bank and other borrowings 28 835,152 522,974 90,348
- Deferred tax liabilities 29 26,832 18,617 -
o
§ Total non-current liabilities 927,019 567,191 90,348
§ Total liabilities 1,435,914 1,030,998 661,581
© Net assets 1,474,643 1,450,906 1,170,893
< Equity attributable to owners of the parent
Issued capital 30 836,671 836,671 836,671
Statutory reserve fund 31 94,200 77,770 40,514
Hedging reserve 31 - 19,807 -
Retained profits 31 514,550 440,731 222,240
Proposed final dividend 13 29,222 75,927 71,468
Total equity 1,474,643 1,450,906 1,170,893
Total equity and liabilities 2,910,557 2,481,904 1,832,474
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Statements of Changes in Equity

Year ended 31 December 2009

Group
Statutory Proposed
Issued reserve Hedging Retained final Total
capital fund reserve profits dividend equity
(note 30) (note 31) (note 21)
Notes RMB'000 RMB'000 RMB’'000 RMB'000 RMB'000 RMB'000
At 1 January 2008
As previously reported 772,328 40,514 - 343,326 - 1,156,168 §
Prior year adjustments 2.4 64,343 - - (49,618) - 14,725 ;
o
Allocation of retained profits - - - (71,468) 71,468 - §
As restated 836,671 40,514 - 222,240 71,468 1,170,893 '_g"
<
Total comprehensive income
for the year (restated) - - 19,807 331,674 - 351,481
Final 2007 dividend declared - - - - (71,468) (71,468)
Transfer to statutory reserve fund 31 - 37,256 - (37,256) - -
Proposed final 2008
dividend (restated) 13 - - - (75,927) 75,927 -
At 31 December 2008 (restated) 836,671 77,770 19,807 440,731 75,927 1,450,906
At 1 January 2009
As previously reported 772,328 77,770 19,807 581,001 - 1,450,906
Prior year adjustments 2.4 64,343 - - (64,343) - -
Allocation of retained profits - - - (75,927) 75,927 -
As restated 836,671 77,770 19,807 440,731 75,927 1,450,906
Total comprehensive income
for the year - - (19,807) 119,224 - 99,417
Transfer to statutory reserve fund 31 - 16,430 - (16,430) - -
Final 2008 dividend declared - - - - (75,680) (75,680)
Transfer from proposed final
2008 dividend to
retained profits - - - 247 (247) -
Proposed final 2009 dividend 13 - - - (29,222) 29,222 -
At 31 December 2009 836,671 94,200 - 514,550 29,222 1,474,643
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Statements of Changes in Equity

Year ended 31 December 2009

Company
Retained
profits/ Proposed
Issued Hedging (accumulated final
capital reserve losses) dividend Total
(note 30) (note 21)
Notes RMB'000 RMB'000 RMB’'000 RMB’'000 RMB’'000
% At 1 January 2008
; As previously reported 772,328 - 63,547 - 835,875
o
E Prior year adjustments 2.4 64,343 - (64,343) - -
T Allocation of retained profits - - (71,468) 71,468 -
S As restated 836,671 - (72,264) 71,468 835,875
Total comprehensive income
for the year (restated) - 19,807 51,219 - 71,026
Final 2007 dividend declared - - - (71,468) (71,468)
Proposed 2008 final dividend (restated) 13 - - (75,927) 75,927 -
At 31 December 2008 (restated) 836,671 19,807 (96,972) 75,927 835,433
At 1 January 2009
As previously reported 772,328 19,807 41,414 - 833,549
Prior year adjustments 2.4 64,343 - (62,459) - 1,884
Allocation of retained profits - - (75,927) 75,927 -
As restated 836,671 19,807 (96,972) 75,927 835,433
Total comprehensive income
for the year - (19,807) 56,141 - 36,334
Final 2008 dividend declared - - - (75,680) (75,680)
Transfer from proposed final
2008 dividend to retained profits - - 247 (247) -
Proposed 2009 final dividend 13 - - (29,222) 29,222 -
At 31 December 2009 836,671 - (69,806) 29,222 796,087

The difference between the proposed and declared final 2008 dividend of RMB247,000 represented the exchange difference
arising from the appreciation of Renminbi against Singapore dollar which was realised upon payment and was credited to the
retained profits as at 31 December 2009.
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Consolidated Statement of Cash Flows

Year ended 31 December 2009

2009 2008
Notes RMB’000 RMB'000
(Restated)

CASH FLOWS FROM OPERATING ACTIVITIES
Profit before tax 151,509 349,768
Adjustments for:

Amortisation of prepaid land lease payments 7 1,436 1,388
Depreciation of property, plant and equipment 7 124,536 78,465 o
Loss on disposal of property, plant and equipment 7 712 1,648 §
Write-off of property, plant and equipment 7 - 694 §
Amortisation of deferred grants 6 (1,545) - %’
Fair value loss/(gain) on derivative financial assets 6, 7 8,760 (1,763) §
Provision for inventory obsolescence 7 - 6,000 <
Write-back for doubtful trade receivables 7 - (83)
Write-off of trade receivables 7 - 75
Interest income 6 (1,328) (2,872)
Finance costs 8 36,522 26,791
320,602 460,111
Decrease/(increase) in inventories 13,054 (62,440)
Decrease in amounts due from related companies - 1,998
Increase in trade and bills receivables (15,029) (18,918)
Decrease/(increase) in prepayments (30,320) 17,386
Increase in deposits and other receivables (30,777) (1,791)
Decrease in amounts due to related companies (159) (6)
Increase in trade and bills payables 41,021 15,075
Increase/(decrease) in accruals and other payables 33,899 (19,246)
Cash flows generated from operations 332,291 392,169
Government grant received 27 800 1,500
Interest paid 8 (41,522) (26,791)
Interest received 1,328 2,872
Tax paid (35,522) (187)
Net cash inflow from operating activities 257,375 369,563
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Consolidated Statement of Cash Flows

Year ended 31 December 2009

2009 2008
Notes RMB’000 RMB’'000
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from disposal of property, plant and equipment 375 754
Purchases of property, plant and equipment 32(i) (489,633) (879,998)
Purchases of land use rights - (21,444)
Decrease/(increase) in pledged time deposits (21,173) 3,508
Net cash outflow from investing activities (510,431) (897,180)
CASH FLOWS FROM FINANCING ACTIVITIES
Dividends paid on ordinary shares 13 (75,680) (71,468)
Proceeds from loans and borrowings 1,170,299 642,626
Repayments of loans and borrowings (893,121) (352,000)
Proceeds from/(consideration for) termination of derivative financial assets 7, 21 (8,760) 1,763
Net cash inflow from financing activities 192,738 220,921
NET DECREASE IN CASH AND CASH EQUIVALENTS (60,318) (306,696)
Cash and cash equivalents at beginning of year 200,114 506,810
Cash and cash equivalents at end of year 139,796 200,114
ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash at banks and on hand 22 139,796 189,429
Non-pledged time deposits with original maturity
of less than three months when acquired 22 - 10,685
139,796 200,114




Statement of Financial Position

31 December 2009

31 December 31 December 1 January
2009 2008 2008
Notes RMB’000 RMB’'000 RMB’000
(Restated) (Restated)
ASSETS
NON-CURRENT ASSET
Investment in a subsidiary 17 800,000 800,000 400,000
CURRENT ASSETS 9
Due from a subsidiary 17 8,851 309,420 - 8
Deposits and other receivables 20 - 1,509 551 ’g
[J]
Derivative financial assets 21 - 19,807 - ;
Cash and cash equivalents 22 2,835 23,037 440,332 §
<
Total current assets 11,686 353,773 440,883
Total assets 811,686 1,153,773 840,883
EQUITY AND LIABILITIES
CURRENT LIABILITIES
Accruals 15,497 10,563 4,078
Income tax payable 102 220 930
Total current liabilities 15,599 10,783 5,008
Net current assets/(liabilities) (3,913) 342,990 435,875
NON-CURRENT LIABILITIES
Interest-bearing bank and other borrowings 28 - 307,557 -
Total liabilities 15,599 318,340 5,008
Net assets 796,087 835,433 835,875
Equity attributable to owners of the parent
Issued capital 30 836,671 836,671 836,671
Hedging reserve 31 - 19,807 -
Accumulated losses 31 (69,806) (96,972) (72,264)
Proposed final dividend 13 29,222 75,927 71,468
Total equity 796,087 835,433 835,875
Total equity and liabilities 811,686 1,153,773 840,883
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Notes to Financial Statements

2.1

2.2

CORPORATE INFORMATION

China XLX Fertiliser Ltd. is a limited liability company incorporated in Singapore on 17 July 2006 under the Singapore
Companies Act and its shares are dual primary listed on the Singapore Exchange Securities Trading Limited (the “SGX-
ST”) and the SEHK. The registered office of the Company is located at 333 North Bridge Road, #08-00 KH KEA
Building, Singapore 188721. The principal place of business of the Group is located at Xinxiang High Technology
Development Zone, West Zone, Henan Province, the People’s Republic of China (the “PRC"). The principal activity of
the Company consists of investment holding. The principal activities of the Company’s subsidiary are manufacturing and
trading of urea, compound fertiliser, methanol, liquid ammonia and ammonia solution.

BASIS OF PREPARATION

These financial statements have been prepared in accordance with Singapore Financial Reporting Standards (”“SFRSs”)
(which include all Singapore Financial Reporting Standards and Singapore Financial Reporting Interpretations (“INT
SFRS")) issued by the Accounting Standards Council of Singapore.

These financial statements have been prepared on a historical cost basis except as set out in the accounting policies
below. These financial statements are presented in Renminbi (“RMB”) and all values are rounded to the nearest
thousand (“RMB’000") except when otherwise indicated.

IMPACT OF NEW AND REVISED SINGAPORE FINANCIAL REPORTING STANDARDS

The accounting policies adopted are consistent with those of the previous financial year except as follows:

On 1 January 2009, the Group adopted the following standards and interpretations mandatory for annual financial
periods beginning on or after 1 January 2009.

. SFRS 1 Presentation of Financial Statements (Revised)

° Amendments to SFRS 18 Revenue

° Amendments to SFRS 23 Borrowing Costs

° Amendments to SFRS 32 Financial Instruments: Presentation and SFRS 1 Presentation of Financial Statements —
Puttable Financial Instruments and Obligations Arising on Liquidation

o Amendments to SFRS 101 First-time Adoption of Financial Reporting Standards and SFRS 27 Consolidated and
Separate Financial Statements — Cost of an Investment in a Subsidiary, Jointly Controlled Entity or Associate

o Amendments to SFRS 102 Share-based Payment — Vesting Conditions and Cancellations

o Amendments to SFRS 107 Financial Instruments: Disclosures

° SFRS 108 Operating Segments

° Improvements to SFRSs issued in 2008

° INT SFRS 113 Customer Loyalty Programmes

° INT SFRS 116 Hedges of a Net Investment in a Foreign Operation

o Amendments to INT SFRS 109 Reassessment of Embedded Derivatives and SFRS 39 Financial Instruments:
Recognition and Measurement — Embedded Derivatives

o INT SFRS 118 Transfers of Assets from Customers



Notes to Financial Statements

2.2

IMPACT OF NEW AND REVISED SINGAPORE FINANCIAL REPORTING STANDARDS
(CONTINUED)

Although the revised SFRS 23 Borrowing Costs is effective for annual periods beginning on or after 1 January 2009,
the Group has elected to early adopt it with effect from 1 August 2008. The adoption of these new and revised SFRSs,
except for SFRS 1 Presentation of Financial Statements and SFRS 23 Borrowing Costs, as described below, had no
material effect on the results and financial position of the financial statements, or their presentation.

SFRS 1 Presentation of Financial Statements — Revised presentation

The revised SFRS 1 separates owner and non-owner changes in equity. The statement of changes in equity includes
only details of transactions with owners, with all non-owner changes in equity presented in the statement of other
comprehensive income. In addition, the standard introduces the statement of comprehensive income which presents
income and expense recognised in the period. This statement may be presented in one single statement, or two linked
statements. The Group has elected to present one single statement.

SFRS 23 Borrowing Costs

SFRS 23 has been revised to require capitalisation of borrowing costs when such costs are directly attributable to
the acquisition, construction or production of a qualifying asset. In accordance with the transitional provisions in the
revised standard, the Group applied this revised standard to capitalise the borrowing costs relating to qualifying assets
for which the commencement date for capitalisation is on or after 1 August 2008 instead of the original effective date
of 1 January 2009. This change in accounting policy had no material effect on how the results for the year ended 31
December 2008 have been prepared and presented. The early adoption has resulted in capitalisation of borrowing costs
of RMB5,000,000 for the year ended 31 December 2009 (note 8).

SFRS 108 Operating Segments

SFRS 108 requires disclosure of information about the Group’s operating segments and replaces the requirement
to determine primary and secondary reporting segments of the Group. The Group determined that the reportable
operating segments are the same as the business segments previously identified under SFRS 14 Segment Reporting.
Additional disclosures about each of the segments are shown in note 5, including revised comparative information.
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Notes to Financial Statements

2.3 STANDARDS ISSUED BUT NOT YET EFFECTIVE

The Group has not adopted the following standards and interpretations that have been issued but are not yet effective:

Effective for
annual periods

beginning
Description on or after
2 Amendments to SFRS 27 Consolidated and Separate Financial Statements 1 July 2009
< Amendments to SFRS 39 Financial Instruments:
é Recognition and Measurement — Eligible Hedged Item 1 July 2009
‘jf: Revised SFRS 103 Business Combinations 1 July 2009
g Amendments to SFRS 105 Non-current Assets Held for Sale and
= Discontinued Operations 1 July 2009
INT SFRS 117 Distributions of Non-cash Assets to Owners 1 July 2009
Improvements to SFRSs issued in 2009:
— Amendments to SFRS 38 Intangible Assets 1 July 2009
— Amendments to SFRS 102 Share-based Payment 1 July 2009
— Amendments to SFRS 108 Operating Segments 1 July 2009
— Amendments to INT SFRS 109 Reassessment of Embedded Derivatives 1 July 2009
— Amendments to INT SFRS 116 Hedges of a Net Investment in a beginning 1 July 2009
— Amendments to SFRS 1 Presentation of Financial Statements 1 January 2010
— Amendments to SFRS 7 Statement of Cash Flows 1 January 2010
— Amendments to SFRS 17 Leases 1 January 2010
— Amendments to SFRS 36 Impairment of Assets 1 January 2010
— SFRS 39 Financial Instruments: Recognition and Measurement 1 January 2010
— Amendments to SFRS 105 Non-current Assets Held for Sale
and Discontinued Operations 1 January 2010
— Amendments to SFRS 108 Operating Segments 1 January 2010

The directors expect that the adoption of the other standards and interpretations above will have no material impact on
the financial statements in the period of initial application.
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Notes to Financial Statements

2.4

PRIOR YEAR ADJUSTMENTS AND COMPARATIVE AMOUNTS

Prior year adjustments have been made to restate certain comparative amounts and to correct errors in prior
periods with the effects of decreasing the Group’s retained profits at 1 January 2008 and 31 December 2008 by
RMB49,618,000 and RMB64,343,000, respectively, decreasing the Group's net profit for the year ended 31 December
2008 by RMB14,725,000, decreasing the Company’s retained profits at 1 January 2008 and 31 December 2008 by
RMB64,343,000 and RMB62,459,000, respectively, and decreasing the Company’s net profit for the year ended 31
December 2008 by RMB1,884,000. In addition, certain comparative amounts have been reclassified to conform with

the current year’s presentation and accounting treatment.

The effects of the correction of errors on the comparative figures, which have been reflected by the prior year
adjustments and the reclassification of comparative amounts, are summarised as follows:

(a)

(b)

Effects on the Group’s consolidated statement of financial position as at 31 December 2008 and 1

January 2008

Effect of prior year adjustments
Adjustment in

respect of
Fair value  write-back of
loss of prior year
derivative  overprovided
Effect of errors financial withholding
(Increase/(decrease)) liabilities tax Total
RMB’000 RMB’000 RMB’000
(note (i)) (note (ii))
As at 31 December 2008
Equity
Issued capital 64,343 - 64,343
Retained profits (64,343) - (64,343)
As at 1 January 2008
Equity
Issued capital 64,343 - 64,343
Retained profits (64,343) 14,725 (49,618)
14,725

Effects on the Group’s consolidated statement of comprehensive income for the year ended 31

December 2008

Effect of errors
(Increase/(decrease))

Effect of prior
year adjustments
Adjustment in
respect of
write-back of
prior year
overprovided
withholding tax
RMB'000

(note (ii))

Increase in tax

14,725
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Notes to Financial Statements

2.4 PRIOR YEAR ADJUSTMENTS AND COMPARATIVE AMOUNTS (CONTINUED)
() Effects on the Company’s statement of financial position as at 31 December 2008 and 1 January 2008

Effect of prior year adjustments

Fair value
loss of
derivative Write-back
Effect of errors financial of finance
9 (Increase/(decrease)) liabilities expenses Total
< RMB’000 RMB’000 RMB’000
% (note (i) (note (iii))
E As at 31 December 2008
§( Assets
Due from a subsidiary - (1,884) (1,884)
Equity
Issued capital 64,343 - 64,343
Retained profits (64,343) 1,884 (62,459)
As at 1 January 2008
Equity
Issued capital 64,343 - 64,343
Retained profits (64,343) - (64,343)

(d) Effects on the Company’s statement of comprehensive income for the year ended 31 December 2008

Effect of prior
year adjustments

Effect of errors Write-back of
(Increase/(decrease)) finance expenses
RMB’'000
(note (iii))
Decrease in finance expenses 1,884
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Notes to Financial Statements

2.4 PRIOR YEAR ADJUSTMENTS AND COMPARATIVE AMOUNTS (CONTINUED)

Notes:

(M)

(if)

(iii)

Fair value loss of derivative financial liabilities of RMB64,343,000

In 2006, the Company issued certain convertible loans of an aggregate amount of USD7,120,000
(approximately RMB55,598,000) in consideration for the right to convert the full sum of the convertible
loan into fully paid new ordinary shares of the Company. On 11 May 2007, the convertible loans were
converted into 175,680,000 new ordinary shares but the change in fair value of the embedded derivative
component of the convertible loans of RMB64,343,000 was not accounted for during the year ended
31 December 2007. The fair value of the convertible loans at the date of its conversion into ordinary
shares of the Company was understated by RMB64,343,000 and the share capital was understated by
RMB64,343,000. Accordingly, an adjustment was made to reduce the retained profits and increase the
share capital by RMB64,343,000 as at 1 January 2008 and 31 December 2008.

Withholding tax of RMB14,725,000

During the year ended 31 December 2007, an overprovision amounting to RMB14,725,000 for
withholding tax on the net profit of the Group’s PRC subsidiary generated for that year was wrongly
made since pursuant to the PRC Corporate Income Tax Law, such withholding tax should only be levied
for earnings generated from 1 January 2008 onwards and designated to be distributed to foreign
investors. Such overprovided withholding tax of RMB14,725,000 was written back and credited to the
consolidated statement of comprehensive income for the year ended 31 December 2008. An adjustment
was made to reverse such overprovided withholding tax of RMB14,725,000 in the year the provision was
originally made and accordingly, the retained profits as at 1 January 2008 were increased and the net
profit for the year ended 31 December 2008 was decreased by RMB14,725,000.

Write-back of finance expenses of RMB 1,884,000

During the year ended 31 December 2008, certain bank loans were obtained by the Company to finance
the construction of the subsidiary’s factory premises and the related interest expenses were wrongly
charged to the Company’s statement of comprehensive income. As such, an adjustment was made to
reallocate such interest expenses to the subsidiary and accordingly, the Company’s net profit for the year
ended 31 December 2008 was increased by RMB1,884,000.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Basis of consolidation

The consolidated financial statements comprise the financial statements of the Company and its subsidiary as at the
reporting date. The financial statements of the subsidiary are prepared for the same reporting date as the parent
company. Consistent accounting policies are applied for like transactions and events in similar circumstances.

All intra-group balances, transactions, income and expenses and profits and losses resulting from intragroup
transactions that are recognised in assets, are eliminated in full.

Consolidation of the subsidiary in the PRC is based on the subsidiary’s financial statements prepared in accordance with
SFRS. Profits reflected in the financial statements prepared in accordance with SFRS may differ from those reflected in
the PRC statutory financial statements of the subsidiary, prepared for PRC financial reporting purposes. In accordance
with the relevant laws and regulations, profits available for distribution by the PRC subsidiary are based on the amounts
stated in the PRC statutory financial statements.
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Functional currency

The Group’s principal operations are conducted in the PRC. Management has determined the currency of the primary
economic environment in which the Group operates, i.e., functional currency, to be RMB. Sales prices and major costs
of providing goods and services including major operating expenses are primarily influenced by fluctuations in RMB.
Each entity in the Group determines its own functional currency and items included in the financial statements of each
entity are measured using that functional currency.

Foreign currency transactions

Transactions in foreign currencies are measured and recorded in RMB at exchange rates approximating those ruling at
the transaction dates. Monetary assets and liabilities denominated in foreign currencies are translated at the rate of
exchange ruling at the respective reporting date. Non-monetary items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates as at the dates of the initial transactions.

Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date
when the fair value was determined.

Exchange differences arising on the settlement of monetary items or on translating monetary items at the reporting
date are recognised in the consolidated statements of comprehensive income except for exchange differences arising
on monetary items that form part of the Group’s net investment in foreign operations, which are recognised initially in
equity as foreign currency translation reserve in the consolidated statement of financial position and recognised in the
consolidated statement of comprehensive income on disposal of the foreign operation.

Subsidiaries

A subsidiary is an entity over which the Group has the power to govern the financial and operating policies so as to
obtain benefits from its activities. The Group generally has such power when it directly or indirectly, holds more than
50% of the issued share capital, or controls more than half of the voting power, or controls the composition of the
board of directors.
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The results of the subsidiary are included in the Company’s statement of comprehensive income to the extent of
dividends received and receivable. The Company’s investment in a subsidiary is stated at cost less any impairment losses.




Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Related parties

A party is considered to be related to the Group if:
(a) directly, or indirectly through one or more intermediaries, the party:

(i) controls, is controlled by, or is under common control with, the entity (this includes parents, subsidiaries
and fellow subsidiaries);

(i) has an interest in the entity that gives it significant influence over the entity; or

(iii) has joint control over the entity;
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(b) the party is an associate (as defined in SFRS 28 Investments in Associates) of the entity;

(o) the party is a joint venture in which the entity is a venturer (as defined in SFRS 31 Interests in Joint Ventures),
(d) the party is a member of the key management personnel of the entity or its parent;

(e) the party is a close member of the family of any individual referred to in (a) or (d);

() 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 (d) or (e); or

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

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property, plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working condition and location for its intended use. Expenditure
incurred after items of property, plant and equipment have been put into operation, such as repairs and maintenance,
is normally charged to the statement of comprehensive income in the period in which it is incurred. In situations where
the recognition criteria are satisfied, the expenditure for a major inspection is capitalised in the carrying amount of
the asset as a replacement. Where significant parts of property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual assets with specific useful lives and depreciation.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Property, plant and equipment and depreciation (Continued)

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and equipment
to its residual value over its estimated useful life. The principal annual rates used for this purpose are as follows:

Years Residual value

Buildings 15 - 25 3to 10%
3 Other fixtures and structures 15 =25 310 10%
% Plant and machinery 8-15 3 to 10%
E Office equipment and furniture 5 3to 10%
T Motor vehicles 5 3to 10%
g

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is allocated
on a reasonable basis among the parts and each part is depreciated separately.

Residual values, useful lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each
financial year end.

An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal
or when no future economic benefits are expected from its use or disposal. Any gain or loss on disposal or retirement
recognised in the statement of comprehensive income in the year the asset is derecognised is the difference between
the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents buildings and plant and machinery under construction, which is stated at cost less
any impairment losses, and is not depreciated. Cost comprises the direct costs of construction during the period of
construction. Construction in progress is reclassified to the appropriate category of property, plant and equipment or
investment properties when completed and ready for use.

Prepaid land lease payments

Prepaid land lease payments are initially measured at cost. Following initial recognition, prepaid land lease payments are
measured at cost less accumulated amortisation and accumulated impairment losses. The prepaid land lease payments
are amortised on a straight-line basis over the lease term of 50 years.

The amortisation period and method are reviewed at each financial year end. The amortisation expense is recognised in
the statement of comprehensive income.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of non-financial assets

The Group assesses at each reporting date whether there is an indication that an asset may be impaired. If any such
indication exists, or when annual impairment assessment for an asset is required, the Group makes an estimate of the
asset’s recoverable amount.

An asset’s recoverable amount is the higher of an asset’s or cash-generating unit's fair value less costs to sell and its
value in use and is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets. 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 assessments of the time value of money
and the risks specific to the asset. Where the carrying amount of an asset exceeds its recoverable amount, the asset is
considered impaired and is written down to its recoverable amount.
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Impairment losses of continuing operations are recognised in the statement of comprehensive income.

An assessment is made at the end of each reporting period as to whether there is any indication that previously
recognised impairment losses may no longer exist or may have decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment loss is reversed only if there has been a change in the
estimates used to determine the asset’s recoverable amount since the last impairment loss was recognised. If that is the
case the carrying amount of the asset is increased to its recoverable amount. That increased amount cannot exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been recognised for
the asset previously. Such reversal is recognised in the statement of comprehensive income and the depreciation charge
is adjusted in future periods to allocate the asset’s revised carrying amount, less any residual value, on a systematic
basis over its remaining useful life.

Financial assets

Financial assets are recognised on the statement of financial position when, and only when, the Group becomes a party
to the contractual provisions of the financial instrument.

When financial assets are recognised initially, they are measured at fair value, plus, in the case of financial assets not
at fair value through profit or loss, directly attributable transaction costs. The Group determines the classification of
its financial assets after initial recognition and, where allowed and appropriate, re-evaluates this designation at each
financial year end.

A financial asset is derecognised where the contractual right to receive cash flows from the asset has expired. On
derecognition of a financial asset in its entirety, the difference between the carrying amount and the sum of the
consideration received and any cumulative gain or loss that has been recognised directly in equity is recognised in the
statement of comprehensive income.

All regular way purchases and sales of financial assets are recognised or derecognised on the trade date i.e., the
date that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales of
financial assets that require delivery of assets within the period generally established by regulation or convention in the
marketplace concerned.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial assets (Continued)
Financial assets at fair value through profit or loss

Financial assets held for trading are classified as financial assets at fair value through profit or loss. Financial assets held
for trading are derivatives (including separated embedded derivatives) or financial assets acquired principally for the
purpose of selling in the near term.

Subsequent to initial recognition, financial assets at fair value through profit or loss are measured at fair value.
Any gains or losses arising from changes in fair value of the financial assets are recognised in the statement of
comprehensive income. Net gains or net losses on financial assets at fair value through profit or loss include exchange
differences, interest and dividend income.
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Loans and receivables

Non-derivative financial assets with fixed or determinable payments that are not quoted in an active market are
classified as loans and receivables. Subsequent to initial recognition, loans and receivables are measured at amortised
cost using the effective interest method, less any allowance for impairment. Gains and losses are recognised in the
statement of comprehensive income when the loans and receivables are derecognised or impaired, and through the
amortisation process.

Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are not classified in any of the other categories.
After initial recognition, available-for-sale financial assets are measured at fair value. Any gains or losses from changes
in fair value of the financial assets are recognised directly in the fair value adjustment reserve in equity, except that
impairment losses, foreign exchange gains and losses and interest calculated using the effective interest method are
recognised in the statement of comprehensive income. The cumulative gain or loss previously recognised in equity is
recognised in the statement of comprehensive income when the financial asset is derecognised.

Investments in equity instruments whose fair value cannot be reliably measured are measured at cost less impairment
loss.

Fair value

The fair value of investments that are actively traded in organised financial markets is determined by reference to
quoted market bid prices at the close of business at the reporting date. For investments where there is no active
market, fair value is determined using valuation techniques. Such techniques include using recent arm’s length market
transactions; reference to the current market value of another instrument which is substantially the same; discounted
cash flow analysis; and option pricing models or other valuation models.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Impairment of financial assets

The Group assesses at the end of each reporting period whether there is any objective evidence that a financial asset or
group of financial assets is impaired.

Assets carried at amortised cost

If there is objective evidence that an impairment loss on a financial asset 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 discounted at the financial asset’s original effective interest rate. The carrying amount of
the asset is reduced through the use of an allowance account. The amount of the loss is recognised in the statement of
comprehensive income.
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When the asset becomes uncollectible, the carrying amount of an impaired financial asset is reduced directly or if an
amount was charged to the allowance account, the amounts charged to the allowance account are written off against
the carrying value of the financial asset.

To determine whether there is objective evidence that an impairment loss on financial assets has been incurred, the
Group considers factors such as the probability of insolvency or significant financial difficulties of the debtor and
default or significant delay in payments.

If in a 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 the carrying amount of the asset does not exceed its amortised cost at the reversal date. The amount of
reversal is recognised in the statement of comprehensive income.

Assets carried at cost

If there is objective evidence (such as significant adverse changes in the business environment where the issuer
operates, probability of insolvency or significant financial difficulties of the issuer) that an impairment loss on financial
assets carried at 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 the estimated future cash flows discounted at the current market rate of
return for a similar financial asset. Such impairment losses are not reversed in subsequent periods.

Available-for-sale financial assets

Significant or prolonged decline in fair value below cost, significant financial difficulties of the issuer or obligor, and
the disappearance of an active trading market are considerations to determine whether there is objective evidence that
investment securities classified as available-for-sale financial assets are impaired.

If an available-for-sale financial asset is impaired, an amount comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair value, less any impairment loss previously recognised in the
statement of comprehensive income, is transferred from equity to the statement of comprehensive income. Reversals
in respect of equity instruments classified as available-for-sale are not recognised in the statement of comprehensive
income. Reversals of impairment losses on debt instruments are reversed through the statement of comprehensive
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income if the increase in fair value of the instrument can be objectively related to an event occurring after the
impairment loss was recognised in the statement of comprehensive income.




Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Financial liabilities
Initial recognition and measurement

Financial liabilities within the scope of SFRS 39 are classified as financial liabilities at fair value through profit or loss,
loans and borrowings, or as derivatives designated as hedging instruments in an effective hedge, as appropriate. The
Group determines the classification of its financial liabilities at initial recognition.

All financial liabilities are recognised initially at fair value and in the case of loans and borrowings, plus directly
attributable transaction costs.

The Group’s financial liabilities include trade, bills and other payables, amounts due to related companies, deferred
grants and interest-bearing loans and borrowings.
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Financial liabilities at fair value through profit or loss

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

Financial liabilities are classified as held for trading if they are acquired for the purpose of selling in the near term.
This category includes derivative financial instruments entered into by the Group that are not designated as hedging
instruments in hedge relationships as defined by SFRS 39. Separated embedded derivatives are also classified as held
for trading unless they are designated as effective hedging instruments. Gains or losses on liabilities held for trading
are recognised in the statement of comprehensive income. The net fair value gain or loss recognised in the statement
of comprehensive income does not include any interest charged on these financial liabilities.

Financial liabilities at amortised cost (including interest-bearing loans and borrowings)

After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting would be immaterial, in which case they are stated at
cost. Gains and losses are recognised in the income statement when the liabilities are derecognised as well as through
the effective interest rate method amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs that are
an integral part of the effective interest rate. The effective interest rate amortisation is included in finance costs in the
income statement.

Derecognition of financial liabilities

A financial liability is derecognised when the obligation under the liability is extinguished. When an existing financial
liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability
are substantially modified, such an exchange or modification is treated as a derecognition of the original liability and
the recognition of a new liability, and the difference in the respective carrying amounts is recognised in the profit or
loss.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Cash and cash equivalents

For the purpose of the consolidated statements of cash flows, cash and cash equivalents comprise unpledged bank
deposits and cash and bank balances and short-term, highly liquid investments that are readily convertible to known
amounts of cash and which are subject to an insignificant risk of changes in value, and have a short maturity of
generally within three months when acquired, less bank overdrafts which are repayable on demand and form an
integral part of the Group’s cash management.

For the purpose of the statements of financial position, cash and cash equivalents comprise cash on hand and at banks,
including short-term deposits, which are not restricted as to use.
Inventories

Inventories are stated at the lower of cost and net realisable value. Costs incurred in bringing the inventories to their
present location and condition are accounted for as follows:
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Raw materials — purchase cost on a weighted average basis.

Finished goods and work-in-progress — cost of direct materials and a proportion of manufacturing overheads based on
normal operating capacity (excluding borrowing costs). These costs are assigned on a weighted average basis.

Net realisable value is the estimated selling price in the ordinary course of business, less estimated costs of completion
and the estimated costs necessary to make the sale.

Provisions

Provisions are recognised when the Group has a present obligation as a result of a past event, it is probable that
an outflow of economic resources will be required to settle the obligation and the amount of the obligation can be
estimated reliably.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the current best estimate. If it is
no longer probable that an outflow of economic resources will be required to settle the obligation, the provision is
reversed. If the effect of the time value of money is material, provisions are discounted using a current pre-tax rate that
reflects, where appropriate, the risks specific to the liability. When discounting is used, the increase in the provision due
to the passage of time is recognised as a finance cost.

Government grant

Government grant is received from the local PRC government on a discretionary basis as determined by the
government. It is recognised at its fair value where there is reasonable assurance that the grant will be received and all
attaching conditions will be complied with. When the grant relates to an expense item, it is recognised in the statement
of comprehensive income as an item under “Other income” over the period necessary to match them on a systematic
basis to the costs that it is intended to compensate. Where the grant relates to an asset, the fair value is recognised
as deferred capital grant on the statement of financial position and is amortised to the statement of comprehensive
income over the expected useful life of the relevant asset by equal annual instalments.

Trade and other receivables

Trade and other receivables are classified and accounted for as loans and receivables under SFRS 39.
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An allowance is made for uncollectible amounts when there is objective evidence that the Group will not be able to
collect the debt. Bad debts are written off when identified.




Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Borrowing costs

Borrowing costs are generally recognised in the statement of comprehensive income as incurred. Borrowing costs
are capitalised if they are directly attributable to the acquisition, construction or production of a qualifying asset.
Capitalisation of borrowing costs commences when the activities to prepare the assets for its intended use or sale are
in progress and the expenditures and borrowing costs are incurred. Borrowing costs are capitalised until the assets are
ready for their intended use or sale.

In transitioning to SFRS 23 (Amendments), the Group has applied SFRS 23 (Amendments) on 1 August 2008 to
borrowing costs relating to all qualifying assets with the commencement date for capitalisation on or after that date.

Employee benefits — pension benefits
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The employees of the Group’s subsidiary which operates in Mainland China are required to participate in a central
pension scheme operated by the local municipal government. The subsidiary is required to contribute a certain
percentage of their payroll costs as stipulated by the PRC regulations to a pension fund managed by government
agencies, which are responsible for administering these amounts for the subsidiary’s employees.

The Company makes contributions to the Central Provident Fund Scheme in Singapore, a defined contribution pension
scheme. Contributions to national pension schemes are recognised as an expense in the period in which the related
service is performed.

Pension contributions are recognised as an expense as they become payable in accordance with the rules of the relevant
schemes.

Leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessee, rentals payable under the operating leases are charged to the
statement of comprehensive income on the straight-line basis over the lease terms.

Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Group and the
revenue can be reliably measured. Revenue is measured at the fair value of consideration received or receivable.

Sale of goods

Revenue from sale of goods is recognised upon the transfer of significant risks and rewards of ownership of the goods
to the customers, which generally coincides with delivery and acceptance of the goods sold.

Interest income

Interest income is recognised on an accrual basis using the effective interest method by applying the rate that discounts
the estimated future cash receipts through the expected life of the financial instrument to the net carrying amount of
the financial asset.
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Notes to Financial Statements

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income taxes

Income tax comprises current and deferred tax. Income tax is recognised in the statement of comprehensive income, or
in equity if it relates to items that are recognised in the same or a different period directly in equity.

Current tax

Current tax assets and liabilities for the current and prior periods are measured at the amount expected to be recovered
from or paid to the taxation authorities. The tax rates and tax laws used to compute the amount are those that are
enacted or substantively enacted by the end of each reporting period.

Deferred tax

Deferred tax is provided using the liability method on all temporary differences at the end of each reporting period
between the tax bases of assets and liabilities and their carrying amounts for financial reporting purposes.

Deferred tax assets and liabilities are recognised for all temporary differences, except:

- Where the deferred tax arises from the initial recognition of an asset or liability in a transaction that is not a
business combination and, at the time of the transaction affects neither accounting profit nor taxable profit or
loss;

- In respect of temporary differences associated with investments in subsidiaries, associates and interests in joint
ventures, where the timing of the reversal of the temporary differences can be controlled by the Group and it is
probable that the temporary differences will not reverse in the foreseeable future; and

- In respect of deductible temporary differences and carry forward of unused tax credits and unused tax losses,
if it is not probable that taxable profit will be available against which the deductible temporary differences and
carry-forward of unused tax credits and unused tax losses can be utilised.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no
longer probable that sufficient taxable profit will be available to allow all or part of the deferred income tax asset to be
utilised. Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent that it
has become probable that future taxable profit will allow the deferred tax asset to be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is
realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at
the reporting date.

Annual Report 2009
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Income taxes (Continued)
Value-added-tax (“VAT”)

The Group's sales of goods in the PRC are generally subject to VAT at the applicable tax rates of 13% (for urea and
compound fertiliser segments) and 17% (for methanol segment) for PRC domestic sales. However, as part of the
government subsidies for the fertiliser industry, full VAT exemption is given to urea and compound fertiliser sales.

Revenues, expenses and assets are recognised net of the amount of VAT except:

- Where the VAT incurred on a purchase of assets or services is not recoverable from the taxation authority, the
VAT is recognised as part of the cost of acquisition of the asset or as part of the expense item as applicable; and
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- Receivables and payables that are stated with the amount of VAT included.

The net amount of VAT recoverable from, or payable to, the taxation authority is included as part of receivables or
payables in the statement of financial position.

Segment reporting

For management purposes, the Group is organised into operating segments based on its products and the segment
results are reported to the management of the Company who regularly reviews the segment results in order to allocate
resources to the segments and to assess the segment performance. Additional disclosures on each of these segments
are shown in note 5, including the factors used to identify the reportable segments and the measurement basis of
segment information.

Share capital and share issue expenses
Proceeds from issuance of ordinary shares are recognised as share capital in equity. Incremental costs directly
attributable to the issuance of ordinary shares are deducted against share capital.

Contingencies

A contingent liability or asset is a possible obligation or asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of uncertain future event(s) not wholly within the control of the
Group.

Contingent liabilities and assets are not recognised in the statement of financial position of the Group.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Derivative financial instruments and hedging activities

The Group uses derivative financial instruments such as interest rate swaps to hedge its interest rate risk. Such
derivative financial instruments are initially recognised at fair value on the date on which a derivative contract is entered
into; and attributable transaction costs are recognised in the statement of comprehensive income when incurred.
Subsequent to initial recognition, derivatives are measured at fair value, and changes therein are accounted for as
described below.

Derivative financial instruments are carried as assets when the fair value is positive and as liabilities when the fair value
is negative. Any gains or losses arising from changes in fair value on derivative financial instruments that do not qualify
for hedge accounting are taken to the statement of comprehensive income for the financial year.
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The fair value of interest rate derivative contracts is determined by reference to market values for similar instruments.

This is a level 1 measurement in the fair value hierarchy as categorised according to Amendments to SFRS 107 Financial
Instruments: Disclosures — Improving Disclosures about Financial Instruments.

For the purpose of hedge accounting, hedges are classified as:

- Fair value hedges when hedging the exposure to changes in the fair value of a recognised asset or liability or an
unrecognised firm commitment;

- Cash flow hedges when hedging exposure to variability in cash flows that is either attributable to a particular
risk associated with a recognised asset or liability or a highly probable forecast transaction, or the foreign
currency risk in an unrecognised firm commitment;

- Hedges of a net investment in a foreign operation; or
- Economic hedges that economically hedge monetary assets and liabilities denominated in foreign currencies.

At the inception of a hedge relationship, the Group formally designates and documents the hedge relationship to which
the Group wishes to apply hedge accounting and the risk management objective and strategy for undertaking the
hedge. Such hedges are expected to be highly effective in achieving offsetting changes in fair value or cash flows and
are assessed on an ongoing basis to determine that they actually have been highly effective throughout the financial
reporting periods for which they were designated.
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Notes to Financial Statements

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
Derivative financial instruments and hedging activities (Continued)

Hedges which meet the strict criteria for hedge accounting are accounted for as follows:

Cash flow hedges

Changes in the fair value of the hedging instrument designated as a cash flow hedge are recognised directly in equity
as a hedging reserve to the extent that the hedge is effective. To the extent that the hedge is ineffective, changes in
fair value are recognised immediately in the statement of comprehensive income.

Amounts recognised in equity is transferred to the statement of comprehensive income in the period that the hedged
item affects the statement of comprehensive income, such as when the hedged financial income or financial expense is
recognised or when a forecast sale occurs.
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When the hedged item is a non-financial asset, the amount recognised in equity is transferred to the carrying amount
of the asset when it is recognised. If the forecast transaction or firm commitment is no longer expected to occur,
amounts previously recognised in equity are transferred to the statement of comprehensive income. If the hedging
instrument no longer meets the criteria for hedge accounting, expires or is sold, terminated or exercised without
replacement or rollover, or if its designation as a hedge is revoked, hedge accounting is discontinued prospectively.
The cumulative gain or loss previously recognised in equity remains in equity until the forecast transaction or firm
commitment occurs.

Derivatives that are not designated or do not qualify for hedge accounting

Fair value changes on these derivatives are recognised in the statement of comprehensive income when the changes
arise.

Hedging reserve

Hedging reserve records the portion of the fair value changes on derivatives that are designated as hedging instruments
in cash flow hedges that are determined to be effective.

Dividends

As at 1 January 2008 and 31 December 2008, final dividends proposed by the directors of RMB71,468,000 and
RMB75,927,000, respectively, were included in retained profits in the statement of financial position and were
recognised as a liability in the period in which the dividends were approved by the Company’s shareholders.

During the year ended 31 December 2009, in order to comply with the disclosure requirement of the Hong Kong
Companies Ordinance, the final dividends proposed were reclassified as a separate allocation of retained profits within
the equity section of the statement of financial position, 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.
The directors believe that the segregation provides more reliable and relevant information on the Group's financial
position.

This change in accounting policy had no effect on how the results for the current or prior accounting periods have
been prepared, but certain comparative amounts within equity have been reclassified to conform with the current year’s
presentation.
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Notes to Financial Statements

4. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The preparation of the Group’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of each reporting period. However, uncertainty about these assumptions and estimates
could result in outcomes that could require a material adjustment to the carrying amount of the asset or liability
affected in the future.

Judgements made in applying accounting policies

In the process of applying the Group’s accounting policies, management has made the following judgements, apart
from those involving estimations, which have the most significant effect on the amounts recognised in the financial
statements:
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Income taxes

The Group has exposure to income taxes in Singapore and the PRC. Significant judgement is involved in determining the
provision for income taxes. There are certain transactions and computations for which the ultimate tax determination
is uncertain during the ordinary course of business. The Group recognises liabilities for expected tax issues based on
estimates of whether additional taxes will be due. Where the final tax outcome of these matters is different from the
amounts that were initially recognised, such differences will impact the income tax and deferred tax provisions in the
period in which such determination is made. The carrying amounts of the Group’s net income tax recoverable and
deferred tax liabilities at 31 December 2009 were RMB10,903,000 and RMB26,832,000, respectively (2008: income tax
payable and deferred tax liabilities were RMB220,000 and RMB18,617,000, respectively).

Key sources of estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date, 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:

Useful lives of plant and machinery

The cost of plant and machinery for the production of fertilisers is depreciated on a straight-line basis over the
estimated useful life of the assets. Management estimates the useful life of the production lines to be 8 to 15 years.
Changes in the expected level of usage and technological development could impact the economic useful lives of the
plant and machinery, therefore depreciation charges could be revised in line with revisions to expected economic useful
lives. The carrying amount of the Group’s plant and machinery at 31 December 2009 was RMB1,613,354,000 (2008:
RMB669,736,000).
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Notes to Financial Statements

5. OPERATING SEGMENT INFORMATION
For management purposes, the Group is organised into business units based on its products, and has three reportable
operating segments as follows:
(i) Urea
Urea is an effective, neutral nitrogen-based fertiliser which is suitable for various crops and land. It will not leave
any residue in the soil, and provides nitrogen to crops and serves as a raw material for agricultural fertilisers,
plastic, resin, coating materials and pharmaceuticals industries.

(ii) Compound fertiliser

Compound fertiliser is a type of round, hard, colourful granulated fertiliser and has various distinctive
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characteristics such as high concentration, high absorption rate by crops, and enhancement of resistance of
crops to diseases, insects, droughts and lodges. The use of compound fertiliser generally improves the quality of
crops and the productivity of the land. It can be used as ground fertiliser or added fertiliser and is suitable for
the growing of wheat, paddy, corn, peanuts, tobacco, fruit trees, vegetables and cotton.

(iii)  Methanol

Methanol is a colourless, tasteless, highly volatile, and flammable liquid alcohol that is toxic if swallowed. It
is an important organic chemical raw material which is mainly used to produce formaldehyde, which is a vital
raw material for producing various kinds of resin. Methanol is also a good fuel and has been used as an energy
resource in some power stations. Methanol is also widely used in the industrial production of synthetic fibre,
plastic, pharmaceutical, pesticides, dye and synthetic protein.

In addition to the three main operating segments, the Group is also involved in the production of liquid ammonia and
ammonia solution.

No operating segments have been aggregated to form the above reportable operating segments.

Management monitors the operating results of its business units separately for the purpose of making decisions about
resource allocation and performance assessment. Segment performance is evaluated based on operating profit or loss
which in certain respects, as explained in the table below, is measured differently from operating profit or loss in the
consolidated financial statements. Group financing (including finance costs) and income taxes are managed on a group
basis and are not allocated to operating segments.

Transfer prices between operating segments are on an arm’s length basis in a manner similar to transactions with third
parties.
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Notes to Financial Statements

5. OPERATING SEGMENT INFORMATION (CONTINUED)
Allocation basis

Segment results include items directly attributable to a segment as well as those that can be allocated on a reasonable
basis. Unallocated items comprise mainly other income, other expenses, financial income and expenses and income tax
expense.

Group assets and liabilities cannot be directly attributable to individual segments as it is impracticable to allocate them
to the segments. Assets of the Group are utilised interchangeably between the different segments and there is no
reasonable basis to allocate liabilities of the Group between the different segments. Accordingly, it is not meaningful to
disclose assets, liabilities and capital expenditure by operating segments.

Geographical segments
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There is no geographical segment information as the Group operates in Mainland China only.

Information about the major customer

During the years ended 31 December 2009 and 2008, sales to the Group’s major customer amounted to
RMB174,034,000 (or 7.5% of the total sales) and RMB237,031,000 (or 11.4% of the total sales), respectively.
Segment profit definition

The directors of the Company are of the opinion that the segment profit/(loss) is the gross profit/(loss).

Group
Compound

Year ended Urea fertiliser Methanol Others Elimination Total
31 December 2009 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
REVENUE
Sales to external customers 1,706,662 438,158 175,854 8,933 - 2,329,607
Intersegment sales 130,456 - - 6,382 (136,838) -
Total revenue 1,837,118 438,158 175,854 15,315 (136,838) 2,329,607
Segment profit/(loss) 336,231 9,689 (26,812) (3,713) - 315,395
Unallocated expenses, net (128,692)
Financial expenses, net (35,194)
Profit before tax 151,509
Income tax expense (32,285)
Net profit attributable to

owners of the parent 119,224
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Notes to Financial Statements

5. OPERATING SEGMENT INFORMATION (CONTINUED)

Compound
Year ended Urea fertiliser Methanol Others  Elimination Total
31 December 2008 RMB’000 RMB’'000 RMB’'000 RMB'000 RMB'000 RMB'000
REVENUE
Sales to external customers 1,155,540 708,268 214,836 6,299 - 2,084,943
Intersegment sales 152,297 - - 4,162 (156,459) -
§ Total revenue 1,307,837 708,268 214,836 10,461 (156,459) 2,084,943
% Segment profit/(loss) 269,261 173,762 42,401 (3,554) - 481,870
& Unallocated expenses, net (108,183)
E Financial expenses, net (23,919)
Z Profit before tax 349,768
Income tax expense (18,094)
Net profit attributable to
owners of the parent 331,674

6. REVENUE, OTHER INCOME AND GAINS

Revenue, which is also the Group's turnover, represents the net invoiced value of goods sold, after deduction of
relevant taxes and allowances for returns and trade discounts and the value of services rendered.

An analysis of the Group’s revenue, other income and gains is as follows:

2009 2008
RMB’000 RMB’'000
Revenue

Sale of goods 2,329,607 2,084,943

Other income and gains
Bank interest income 1,328 2,872
Sale of by-products 2,378 5,564
Service fee income from related parties 77 82
Amortisation of deferred grants (note 27) 1,545 -
Net fair value gain on derivative financial assets - 1,763
Subsidy income 4,245 1,355
Others 2,088 2,028
11,661 13,664
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Notes to Financial Statements

7. PROFIT BEFORE TAX

The Group'’s profit before tax is arrived at after charging/(crediting):

2009 2008
Notes RMB’000 RMB’000
Cost of inventories sold* 2,014,212 1,597,073
Provision for inventory obsolescence - 6,000
2,014,212 1,603,073 =
o
Depreciation 15 124,536 78,465 %
Amortisation of prepaid land lease payments 16 1,436 1,388 §
Minimum lease payments under operating leases: §
Land 1,948 1,248
Buildings 1,238 597
3,186 1,845
Auditors’ remuneration 1,057 1,276
Employee benefit expenses (including directors’ remuneration (note 9)):
Salaries and bonuses 75,882 74,827
Contribution to defined contribution plans 14,252 8,309
Welfare expenses 4,370 2,549
94,504 85,685
Less: Write-back of accrued welfare expenses - (6,595)
94,504 79,090
Write-back for doubtful trade receivables 19 - (83)
Write-off of trade receivables - 75
Realised exchange loss * - 1,667
Unrealised exchange loss * 562 1,436
Loss on disposal of property, plant and equipment * 712 1,648
Write-off of property, plant and equipment * - 694
Fair value loss on derivative financial assets * 8,760 -

Included in “Other expenses” disclosed in the consolidated statement of comprehensive income.

# Included wages and salaries of RMB17,283,642 (2008: RMB15,190,093) disclosed under employee benefit
expenses and depreciation charges of RMB118,341,364 (2008: RMB74,027,326) disclosed under depreciation.
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Notes to Financial Statements

8. FINANCE COSTS

The Group’s finance costs are analysed as follows:

2009 2008
RMB’000 RMB’'000
Interest on bank loans, overdrafts and other loans,
2 wholly repayable within five years 41,079 26,387
S Interest on government loans 443 404
5 41,522 26,791
(]
; Less: Interest capitalised (note 32 (ii)) (5,000) -
g 36,522 26,791
<
0. DIRECTORS’ REMUNERATION
Details of directors’ remuneration are as follows:
2009 2008
RMB’000 RMB’'000
Fees 700 700
Other emoluments:
Salaries, allowances and benefits in kind 2,292 2,301
Performance related bonuses - 5,407
Pension scheme contributions 48 39
2,340 7,747
3,040 8,447
(a) Independent non-executive directors
The fees paid to independent non-executive directors were as follows:
2009 2008
RMB’'000 RMB’000
Ong Kian Guan 250 250
Li Shengxiao 225 225
Ong Wei Jin 225 225
700 700

There were no other emoluments payable to the independent non-executive directors during the year ended 31
December 2009 (2008: Nil).
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Notes to Financial Statements

9. DIRECTORS’ REMUNERATION (CONTINUED)

(b) Executive directors

Salaries,
allowances Performance Pension
and benefits related scheme Total
Year ended Fees in kind bonuses contribution remuneration
31 December 2009 RMB’000 RMB'000 RMB'000 RMB’000 RMB’000
Liu Xingxu - 884 - 16 900 3
Yan Yunhua - 704 - 16 720 %
Li Buwen - 704 - 16 720 @
- 2,292 - 48 2,340 3
<
Salaries,
allowances  Performance Pension
and benefits related scheme Total
Year ended Fees in kind bonuses contribution  remuneration
31 December 2008 RMB’000 RMB’000 RMB’000 RMB'000 RMB'000
Liu Xingxu - 887 2,163 13 3,063
Yan Yunhua - 707 1,622 13 2,342
Li Buwen - 707 1,622 13 2,342
- 2,301 5,407 39 7,747

There were no arrangements under which a director waived or agreed to waive any remuneration during the
year ended 31 December 2009 (2008: Nil).

During the year, no remuneration was paid by the Group to the Directors as an inducement to join or upon
joining the Group or as compensation for loss of office.

10. FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees in the Group for the year included three (2008: three) directors, details of whose
remuneration are set out in note 9 above. Details of the remuneration of the remaining two (2008: two) non-directors,
highest paid employees for the year are as follows:

2009 2008
RMB’000 RMB’000 -
S
—
Salaries, allowances and benefits in kind 258 457 §
Performance related bonuses 700 441 =
Pension scheme contributions 32 142 =
x
990 1,040 =
©
[=
£
o
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Notes to Financial Statements

10.

11.

FIVE HIGHEST PAID EMPLOYEES (CONTINUED)

The number of non-director, highest paid employees whose remuneration fell within the following bands are as follows:

2009 2008

RMB’000 RMB’000

Nil to RMB500,000 2 1
RMB500,001 to RMB1,000,000 - 1
2 2

During the year, no remuneration was paid by the Group to the five individuals with the highest emoluments in the
Group as an inducement to join or upon joining the Group or as compensation for loss of office.

INCOME TAX

The Company is incorporated in Singapore and is subject to income tax rate of 17% (2008: 18%) for the year.

Taxes on profits assessable elsewhere have been calculated at the rates of tax prevailing in the countries in which the
Group operates.

The Company’s subsidiary in Mainland China is subject to income tax rate of 25% (2008: 25%). Based on the “Income
Tax Law of the PRC for Enterprises with Foreign Investments and Foreign Enterprises”, the subsidiary is entitled to full
exemption from income tax for the first two profitable years and a 50% reduction in income tax for the following three
years. The subsidiary had elected the financial year ended 31 December 2007 as the first profitable year for the purpose
of determining the tax holiday period. Accordingly, the subsidiary was exempted from income tax during the years
ended 31 December 2007 and 2008. For the year ended 31 December 2009, the subsidiary was in its third profitable
year and hence became subject to a concessionary tax rate of 12.5%.

The major components of income tax expense for the financial years ended 31 December 2009 and 2008 are:

Group

2009 2008
RMB’000 RMB’000
(Restated)

Current — Singapore
Charge for the year 102 -
QOverprovision in prior years - (523)

Current — PRC

Charge for the year 23,968 -
Deferred (note 29) 8,215 18,617
Total tax charge for the year 32,285 18,094
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11. INCOME TAX (CONTINUED)

A reconciliation of the tax expense applicable to profit before tax at the statutory rates for the countries in which the
Company and its subsidiary are domiciled to the tax charge for the year at the effective tax rate is as follows:

2009 2008
RMB’000 RMB'000
(Restated)
Profit before tax 151,509 349,768 9
Tax at statutory tax rates 40,450 93,083 i
Expenses not deductible for tax 7,153 4,518 %
Effect of withholding tax at 5% on the distributable profits n—;
of the PRC subsidiary 8,215 18,617 §
Effect of tax holiday (23,533) (97,601)
Adjustments in respect of current tax of previous periods - (523)
Tax charge for the year at the effective tax rate 32,285 18,094

12. NET PROFIT ATTRIBUTABLE TO OWNERS OF THE PARENT

The consolidated profit attributable to owners of the parent for the year ended 31 December 2009 includes a profit of
RMB54,591,000 (2008: RMB51,219,000) which has been dealt with in the financial statements of the Company.

13. DIVIDEND

2009 2008
RMB’000 RMB’000

Proposed final dividend
— SGDO0.6 cent (2008: SGD1.6 cents) per ordinary share 29,222 75,927

The proposed final dividend for the year is subject to the approval of the Company’s shareholders at the forthcoming
annual general meeting.

14. EARNINGS PER SHARE ATTRIBUTABLE TO EQUITY HOLDERS OF THE PARENT

Earnings per share is calculated by dividing the Group’s net profit attributable to shareholders for the year by the
weighted average number of 1,000,000,000 (2008: 1,000,000,000) ordinary shares outstanding during the year.

There were no potential dilutive ordinary shares in existence during the years ended 31 December 2008 and 2009
and therefore the diluted earnings per share amounts for those years were the same as the basic earnings per share
amounts.
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Notes to Financial Statements

15. PROPERTY, PLANT AND EQUIPMENT
Group

31 December 2009

Other Office
fixtures equipment Construction-
and Plant and and Motor in-
Buildings  structures  machinery furniture vehicles progress Total
% RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB'000
S Cost:
E At 1 January 2009 87,139 98,944 886,479 33,010 8,178 750,891 1,864,641
'_é’ Additions - 52 15,149 7,857 3,086 785,481 811,625
£ Transfers 123,180 138,593 1,035,830 14,544 - (1,312,147) -
Disposals (3) (36) (1,279) (163) (210) - (1,691)
At 31 December 2009 210,316 237,553 1,936,179 55,248 11,054 224,225 2,674,575
Accumulated depreciation:
At 1 January 2009 5,054 15,143 216,743 9,869 1,821 - 248,630
Depreciation charged
for the year 4,884 3,478 106,503 8,001 1,670 - 124,536
Disposals - (8) (421) (98) (77) - (604)
At 31 December 2009 9,938 18,613 322,825 17,772 3,414 - 372,562
Net carrying amount:
At 31 December 2009 200,378 218,940 1,613,354 37,476 7,640 224,225 2,302,013
31 December 2008
Other Office
fixtures equipment Construction-
and Plant and and Motor in-
Buildings structures machinery furniture vehicles progress Total

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Cost:
At 1 January 2008 84,010 94,997 863,752 28,952 6,000 71,603 1,149,314
Additions 2,776 701 26,097 4,064 2,497 687,171 723,306
Transfers 574 3,570 3,739 - - (7,883) -
Disposals/write-off (221) (324) (7,109) (6) (319) - (7,979)
. At 31 December 2008 87,139 98,944 886,479 33,010 8,178 750,891 1,864,641
e
| Accumulated depreciation:
_g At 1 January 2008 553 7,503 159,515 6,777 700 - 175,048
s Depreciation charged
£ for the year 4,514 7,918 61,672 3,098 1,263 - 78,465
; Disposals/write-off (13) (278) (4,444) (6) (142) - (4,883)
_g At 31 December 2008 5,054 15,143 216,743 9,869 1,821 - 248,630
=
(9]

Net carrying amount:
At 31 December 2008 82,085 83,801 669,736 23,141 6,357 750,891 1,616,011
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16.

17.

PREPAID LAND LEASE PAYMENTS

Group

2009 2008

Note RMB’000 RMB’000

Carrying amount at 1 January 74,197 48,474
Additions - 27,111
Amortised during the year (1,436) (1,388)
Carrying amount at end of the year 72,761 74,197
Current portion included in prepayments 20 (1,569) (1,569)
Non-current portion 71,192 72,628

The Group’s leasehold land is held under medium term leases and situated in Mainland China where the Group’s
manufacturing and storage facilities reside.

INTEREST IN A SUBSIDIARY

Company
2009 2008
RMB’000 RMB'000
Unlisted shares, at cost 800,000 800,000

As at 31 December 2008, the amount due from a subsidiary was unsecured, interest-free and repayable in seven
quarterly instalments from 31 March 2010 or at an earlier date as determined by the Company.

As at 31 December 2009, the amount due from a subsidiary was unsecured, interest-free and had no fixed terms of
repayment.

Particulars of the subsidiary are as follows:

Percentage of
equity interest

Place of directly
registration Nominal value of attributable Principal
Name and operations registered capital to the Company activities
Henan Xinlianxin PRC/ RMB800,000,000 100% Manufacturing and
Fertiliser Co., Ltd. Mainland China trading of urea,

compound fertiliser,
methanol, liquid
ammonia and
ammonia solution

The subsidiary is registered as wholly-foreign-owned enterprise under the PRC laws.

The statutory audited financial statements of the subsidiary for the year ended 31 December 2009 were not audited by
Ernst & Young Singapore or other member firm of the Ernst & Young global network.
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Notes to Financial Statements

18. INVENTORIES

Group

2009 2008

RMB’000 RMB’'000

Raw materials 137,797 178,379

Parts and spares 11,528 13,112

2 Work-in-progress 2,668 2,123

< Finished goods 69,918 41,351

g 221,911 234,965

§ 19. TRADE AND BILLS RECEIVABLES

Group

2009 2008

RMB’000 RMB’'000

Trade receivables 890 7,989

Impairment (322) (322)

568 7,667

Bills receivable 40,708 18,580

Trade receivables are non-interest-bearing and are normally settled on terms of 30 to 90 days. The Group’s bills
receivable are non-interest-bearing and are normally settled on terms of 90 to 180 days. Trade and bills receivables are
denominated in Renminbi.

The Group's trading terms with its customers are mainly payment in advance or on credit for certain customers. Each
customer has a maximum credit limit. The Group seeks to maintain strict control over its outstanding receivables and
to minimise credit risk. Overdue balances are reviewed regularly by senior management. In view of the aforementioned
and the fact that the Group’s trade receivables relate to a large number of diversified customers, there is no significant
concentration of credit risk.

An aged analysis of the Group’s trade receivables as at the end of the reporting period, based on the invoice date and
net of provisions, is as follows:

35 2009 2008
= RMB’000 RMB’000
@

= Within 1 month 513 6,641
§ 1 to 3 months 54 1,014
< 3 to 6 months - 9
: 6 to 12 months 1 3
c

= 568 7,667
(V]

100
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19. TRADE AND BILLS RECEIVABLES (CONTINUED)

The movements in provision for impairment of trade receivables were as follows:

2009 2008

RMB’000 RMB'000

At beginning of year 322 409
Impairment losses written back (note 7) - (83)
Amount written off as uncollectible - (4)
At end of year 322 322

The individually impaired trade receivables relate to customers that were in financial difficulties or in default in
repayments and were not expected to be recovered. The Group does not hold any collateral or other enhancements
over these balances.

Annual Report 2009

The aged analysis of the Group’s trade receivables that are not considered to be impaired is as follows:

2009 2008

RMB’000 RMB’000

Neither past due nor impaired 567 7,655
Less than 3 months past due - 9
More than 3 months past due 1 3
568 7,667

Receivables that were neither past due nor impaired relate to a large number of diversified customers for whom there
was no recent history of default.

Receivables that were past due but not impaired relate to a number of independent customers that have a good track
record with the Group. Based on past experience, the directors of the Company are of the opinion that no provision
for impairment is necessary in respect of these balances as there has not been a significant change in credit quality and
the balances are still considered fully recoverable. The Group does not hold any collateral or other credit enhancements
over these balances.
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Notes to Financial Statements

20. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

Group
2009 2008
Note RMB’000 RMB’000
NON-CURRENT
Prepayments
2 Prepayments for purchases of plant and equipment 6,515 277,882
< CURRENT
5}
E Prepayments
= Advanced deposits to suppliers 56,907 25,268
<E( Current portion of prepaid land lease payments 16 1,569 1,569
Other prepayments - 1,319
58,476 28,156
Deposits and other receivables
Deposits - 17
Advances to employees - 1,560
Interest receivable - 1,492
VAT receivable 31,609 -
Others 5,262 3,025
36,871 6,094
Total prepayments, deposits and other receivables 95,347 34,250
Company
2009 2008
RMB’000 RMB’'000
Deposits and other receivables
Deposits - 17
Interest receivable - 1,492
- 1,509

None of the above assets is either past due or impaired. The financial assets included in the above balances relate to
receivables for which there was no recent history of default.
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21.

DERIVATIVE FINANCIAL ASSETS

The Company and the Group entered into derivative financial instruments to hedge its interest rate risk exposures.

During the year ended 31 December 2008, the Group entered into two non-deliverable interest rate swaps which paid
a fixed interest of approximately 2.55% per annum and received a variable interest equal to USD LIBOR+2.25% per
annum on the notional amount on a quarterly basis. The swaps were being used to hedge for cash flow interest rate
risks arising from its floating rate USD bank loan amounting to USD45,000,000 (note 28(c)). The floating rate bank
loan and the interest rate swaps had the same critical terms.

During the year ended 31 December 2009, the Group repaid the aforementioned bank loan and these two non-
deliverable interest rate swaps entered into in last year no longer meet the criteria for hedge accounting. Hence, the
contracts were terminated during the year and the changes in fair value of non-hedging interest rate swaps amounting
to RMB8,760,000 (note 7) were debited to the consolidated statement of comprehensive income during the year ended
31 December 2009.

The fair value and notional amount of the interest rate swaps of the Group were as follows:

Group and Company

2009 2008

RMB’000 RMB’'000

Fair value of net interest rate swaps - 19,807
Notional amount of net interest rate swaps - 263,816*

* Equivalent to USD38,600,000

As at 31 December 2008, the above fair value changes on derivatives that were designated as hedging instruments in
cash flow hedges to the extent that the hedge was effective were recognised directly in equity as a hedging reserve.

In addition, as at December 2008, the Group had entered into various non-deliverable interest rate swaps to manage its
interest rate exposures which did not meet the criteria for hedge accounting. Changes in the fair value of non-hedging
swaps amounting to RMB1,763,000 were credited to the consolidated statement of comprehensive income during the
year ended 31 December 2008 (note 6).
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Notes to Financial Statements

22. CASH AND CASH EQUIVALENTS AND PLEDGED DEPOSITS
Group Company
2009 2008 2009 2008
RMB’000 RMB’'000 RMB’000 RMB’'000
Time deposits 21,173 10,685 - 10,685
Less: Pledged time deposits for bills payable (note 25) (21,173) - - -
- 10,685 - 10,685
% Cash at banks and on hand 139,796 189,429 2,835 12,352
% Cash and cash equivalents 139,796 200,114 2,835 23,037
g
s At 31 December 2009, the cash and bank balances of the Group denominated in RMB amounted to RMB158,133,000
§( (2008: RMB36,006,000). The RMB is not freely convertible into other currencies, however, under Mainland China’s
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.
Cash at banks earns interest at floating rates based on daily bank deposit rates. Short-term time deposits are made for
varying periods of between one day and three months depending on the immediate cash requirements of the Group,
and earn interest at the respective short-term time deposit rates. The bank balances and pledged deposits are deposited
with creditworthy banks with no recent history of default.
23. DUE TO RELATED COMPANIES
The amounts due to related companies are unsecured, interest-free and repayable on demand, except for the entrusted
loan of RMB90,000,000 (note 28) as at 31 December 2008 due to Henan Xinlianxin Chemicals Group Co., Ltd. (“Henan
Chemicals”) which was interest-bearing at 6.804% per annum and was repaid during the year.
Related companies comprise Henan Chemicals and its subsidiaries. The Company’s shareholders are common with the
shareholders of Henan Chemicals and the Company’s executive directors and executive officers have certain equity
interests in Henan Chemicals.
24. TRADE PAYABLES

An aged analysis of the trade payables as at the end of the reporting period, based on the invoice date, is as follows:

The trade payables are non-interest-bearing and are

104

Group

2009 2008

RMB’000 RMB’000

< Within 1 month 13,197 37,960

= 1 to 3 months 26,198 3,669

2 3 to 6 months 5,529 2,149

£ 6 to 12 months 607 910

; Over 12 months 1,904 3,072
—

X 47,435 47,760
c
E
|9

normally settled on terms of 30 to 90 days.
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25. BILLS PAYABLE

The Group’s bills payable have an average maturity period of 90 to 180 days and are interest-free. As at 31 December
2009, bills payable were secured by time deposits of RMB21,173,000 (2008: Nil) (note 22).

26. ACCRUALS AND OTHER PAYABLES

Group
2009 2008
RMB’000 RMB’'000 2
o
NON-CURRENT .
Accruals E
Accruals for contracting charges and purchases of property, plant and equipment 65,035 25,600 s
CURRENT £
Accruals
Accrued expenses 28,321 32,017
Accruals for contracting charges and purchases of property, plant and equipment 79,282 73,092
107,603 105,109
Other payables
Advance payments from customers 182,418 144,533
VAT and other operating tax payables 132 1,707
Tender deposits 3,416 4,427
Staff deposits 229 375
Others 5,702 3,260
191,897 154,302
299,500 259,411
Other payables are non-interest-bearing and have an average term of three months.
27. DEFERRED GRANTS
Group
2009 2008
RMB’000 RMB’'000
Cost:
At beginning of the year 9,740 8,240
Received during the year 800 1,500
At end of year 10,540 9,740
Accumulated amortisation:
Amortisation during the year 1,545 -
Net carrying amount:
Current 8,995 9,740

As at 31 December 2008 and 2009, deferred grants related to government grants given to the Group for installation
and building of machinery with the aim to implement energy-saving production methods and reduce production cost.
As at 31 December 2008 and 2009, certain deferred grants are still subject to final approval by the government upon

the completion of the project. m
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28.
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INTEREST-BEARING BANK AND OTHER BORROWINGS

Group
2009 2008
Contractual Contractual
interest rate  Maturity ¥ RMB’000 interest rate Maturity RMB'000
CURRENT
Bank loans
— unsecured 4.86% 2010 110,000 6.14% 2009 145,000
to 5.4% to 7.47%
NON-CURRENT
Bank loans
— secured (a) 5.4% 2012 120,000 - - -
— unsecured 5.4% 2011 705,000 Floating rate at 2010 115,000
to 2012 not more than to 2011
30% above the
PBOC prime
lending rate
Syndicated bank loan
— unsecured (b, c) - - - USD LIBOR 2010 307,557
+2.25% to 2011
Loan from the government
— unsecured (d) Floating rate at - 10,152  Floating rate at - 10,417
0.3% above 0.3% above
market prime market prime
lending rate lending rate
Entrusted loan due to
a related party
— unsecured (e) - - - 6.804% 2011 90,000
835,152 522,974
945,152 667,974
Company
2009 2008
Contractual Contractual
interest rate  Maturity ¥ RMB’000 interest rate Maturity RMB'000
NON-CURRENT
Syndicated bank loan
— unsecured (b, ¢) - - - USD LIBOR 2010 307,557
+2.25% to 2011
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28. INTEREST-BEARING BANK AND OTHER BORROWINGS (CONTINUED)

Group Company
2009 2008 2009 2008
RMB’000 RMB’'000 RMB’000 RMB’000
Analysed into:
Bank loans repayable:
Within one year or on demand 110,000 145,000 - -
In the second year 585,000 123,023 - 123,023
In the third to fifth years, inclusive 240,000 299,534 - 184,534
935,000 567,557 - 307,557
Other borrowings repayable:
In the second year 10,152 10,417 - -
In the third to fifth years, inclusive - 90,000 - -
10,152 100,417 - -
945,152 667,974 - 307,557

Notes:

(a)

(b)

(@]

(e)

Certain bank loans of the Group and of the Company were guaranteed by independent third parties.

Except for the syndicated bank loan with interest at LIBOR+2.25% which was denominated in United States
dollars, all borrowings are in RMB. This syndicated bank loan had a principal sum of USD45,000,000 (equivalent
to RMB307,557,000) and its foreign currency and interest rate risk exposures had been hedged by two interest
rate swaps entered into by the Group and the Company (note 21).

Pursuant to a loan agreement between the Company and a bank relating to the syndicated loan amounted to
USD45,000,000 (equivalent to RMB307,557,000) and with original maturity term in 2011, a termination event
would arise if the Group fails to meet the financial covenants as stipulated in the loan agreement. During the
year ended 31 December 2009, two of the covenants were breached and according to the loan agreement, the
loan had become immediately repayable, and the entire loan was repaid in September 2009.

The loan from government bears interest at a floating rate of 0.3% above the market prime lending rate and is
not due to be repaid within the next 12 months.

The loan was early repaid during the year ended 31 December 2009.

The fair values of the Group’s and the Company’s interest-bearing bank and other borrowings approximated their
carrying values.
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29. DEFERRED TAX LIABILITIES
Group

Withholding tax

RMB’'000
(Restated)
At 1 January 2008 -
- Deferred tax charged to the consolidated statement of
§ comprehensive income during the year (note 11) 18,617
5 At 31 December 2008 and at 1 January 2009 18,617
g
'_g“ Deferred tax charged to the consolidated statement of
< comprehensive income during the year (note 11) 8,215
At 31 December 2009 26,832

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established in Mainland China. The requirement is effective from 1
January 2008 and applies to earnings after 31 December 2007. A lower withholding tax rate may be applied if there
is a tax treaty between Mainland China and the jurisdiction of the foreign investors. For the Group, the applicable
rate is 5%. The Group is therefore liable to withholding taxes on dividends distributed by the subsidiary established in
Mainland China in respect of earnings generated from 1 January 2008.

30. SHARE CAPITAL

Shares
Number of ordinary shares Amount
2009 2008 2009 2008
RMB’000 RMB’000 RMB’000 RMB’000
(Restated)
Issued and fully paid 1,000,000 1,000,000 836,671* 836,671*
* Equivalent to SGD165,677,000.

The holders of ordinary shares are entitled to receive dividends as and when declared by the Company. All ordinary
shares carry one vote per share without restrictions. The ordinary shares have no par value.

31. RESERVES

The amounts of the Group’s and Company’s reserves and the movements therein for the years ended 31 December
2008 and 2009 are presented in the statements of changes in equity.

In accordance with the Wholly Foreign Owned Enterprise Law applicable to the subsidiary in the PRC, the subsidiary
is required to make appropriations to the Statutory Reserve Fund (the “SRF”). At least 10% of the after tax profits as
determined in accordance with the applicable PRC accounting standards and regulations must be allocated to the SRF
until the cumulative total of the SRF reaches 50% of the subsidiary’s registered capital. Subject to approval from the
relevant PRC authorities, the SRF may be used to offset any accumulated losses or increase the registered capital of the
subsidiary. The SRF is not available for dividend distribution to shareholders.
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32. NOTES TO THE CONSOLIDATED STATEMENT OF CASH FLOWS

Major non-cash transactions

(i) Purchases of property, plant and equipment

2009 2008
RMB’000 RMB’000
Additions to property, plant and equipment (note 15) 811,625 723,306
3
Less: Prepayments made in the prior year (note 20) (277,882) (57,629) <
Less: Payable to creditors (144,317) (98,692) §
Less: Interest capitalised (note 8) (5,000) - %
384,426 566,985 g
Add: Prepayments made in the current year (note 20) 6,515 277,882 =
Add: Payments for the prior year purchases 98,692 35,131
489,633 879,998

(ii) Interest capitalisation

During the year ended 31 December 2009, the Group capitalised interest expenses of RMB5,000,000 in
property, plant and equipment (note 8).

33. CONTINGENT LIABILITIES

At the end of the reporting period, neither the Group nor the Company had any significant contingent liabilities.

34. OPERATING LEASE ARRANGEMENTS

The Group had operating lease agreements for buildings in Mainland China. Certain of these leases have options for
renewal. Future minimum rentals payable under non-cancellable operating leases at the end of the reporting period are

as follows:
2009 2008
RMB’000 RMB’000
Within one year 2,277 1,507
In the second to fifth years, inclusive 9,001 5,550
After five years 58,201 39,248
69,479 46,305

The Company had no operating lease arrangements as at 31 December 2008 and 2009.
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35. COMMITMENTS

In addition to the operating lease commitments detailed in note 34 above, the Group had the following capital and
other commitments at the end of the reporting period:

2009 2008
RMB’000 RMB’000
Capital commitments
Contracted, but not provided for:
- Buildings 137,615 28,835
§ Plant and machinery 170,763 300,782
g 308,378 329,617
Q.
% Authorised, but not contracted for:
g Buildings - 13,341
g Plant and machinery 16,052 109,093
16,052 122,434
324,430 452,051
Other commitments
Purchases of raw materials 2,751 262,572

The Company had no material commitment as at 31 December 2008 and 2009.

36. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the following
transactions with related parties during the year:

2009 2008
Notes RMB’000 RMB’'000
Continuing transactions
Sales of electricity, water and steam to: (i)
— Henan Shenzhou Heavy Sealing Co., Ltd. * 879 869
— Xinxiang Xinlianxin Gas Products Co., Ltd. * 984 1,149
— Xinxiang Xinlianxin Lifting Equipment Co., Ltd. # 3 2
— Xinxiang Xinlianxin Chemical Equipment Co., Ltd. * 132 181
— Xinxiang Yuyuan Chemical Co., Ltd. # 553 475
— Xinxiang Xinlianxin Hotel Co., Ltd. * 49 50
Service fee income for provision of calibration and
testing services to: (ii)
— Henan Shenzhou Heavy Sealing Co., Ltd. # 33 28
— Xinxiang Xinlianxin Gas Products Co., Ltd. * 1 2
= — Xinxiang Xinlianxin Chemical Equipment Co., Ltd. * 9 8
b — Xinxiang Yuyuan Chemical Co., Ltd. # 34 44
(]
1‘—3 Purchases of raw materials and consumables from: (iii)
9 — Henan Shenzhou Heavy Sealing Co., Ltd. # 2 30
x — Xinxiang Xinlianxin Gas Products Co., Ltd. * 535 387
x — Xinxiang Xinlianxin Chemical Equipment Co., Ltd. * 5,934 14,648
_g — Xinxiang Yuyuan Chemical Co., Ltd. # 3 =
=
= Service fee expenses for provision of lifting services from: (iv)

110 — Xinxiang Xinlianxin Lifting Equipment Co., Ltd. 1,799 1,020
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36. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the following
transactions with related parties during the year: (Continued)

2009 2008
Notes RMB’000 RMB’'000
Discontinued transactions
Operating lease expenses to: (v)
[}
— Henan Chemicals 480 492 2
*é
Management fee income from: (vi) 2
— Xinxiang Xinlianxin Chemical Equipment Co., Ltd. # 1 = Iz
— Xinxiang Yuyuan Chemical Co., Ltd. # 11 = b
Service fee expenses to: (vii)
— Henan Shenzhou Heavy Sealing Co., Ltd. * 5 =
— Xinxiang Xinlianxin Lifting Equipment Co., Ltd. # 574 -
— Xinxiang Xinlianxin Hotel Co., Ltd. * 2,104 1,393
Interest expense to: (viii)
— Henan Chemicals 2,735 5,835
Compensation expense to: (ix)
— Xinxiang Yuyuan Chemical Co., Ltd. * 2,881 =
# These companies are subsidiaries of Henan Chemicals, which has common shareholders with the

Company. The Company’s executive directors and executive officers have certain equity interests in
Henan Chemicals.

(@) Notes:
(i) The sale of electricity was made according to the unit cost of electricity announced by Henan
Province Development and Reform Committee (A& 2 E MK EZ E ). The sales of water and

steam were made according to a mark-up of 10% above cost.

(ii) The service fee income was charged according to mutually agreed terms with reference to the
actual costs incurred.

(i) The purchases of raw materials and consumables were charged based on the published price and
conditions offered to third parties by the related parties.

(iv) The service fee expenses for the provision of lifting services were charged based on mutually
agreed terms with reference to the actual costs incurred.
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(v) The operating lease expenses for the year were charged at a fixed monthly amount of RMB40,000
(2008: RMB40,000).
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36. RELATED PARTY TRANSACTIONS (CONTINUED)

(a) In addition to the transactions detailed elsewhere in these financial statements, the Group had the following
transactions with related parties during the year: (Continued)

(a) Notes: (Continued)

(vi) The management fee income was received according to mutually agreed terms with reference to
the actual costs incurred.

(vii)  The services fee expenses were charged based on mutually agreed terms with reference to the
actual costs incurred.

(viii)  The interest expense was charged based on a fixed interest rate of 6.804% per annum on the
balance due to the related company.
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(ix) The compensation expense in relation to the dismantling of the factory of Xinxiang Yuyuan
Chemical Co., Ltd. for the expansion of the Group’s factory premises was charged based on the
mutually agreed fee.

The related party transactions in respect of items (i) to (ix) above also constitute connected transactions
or continuing connected transactions as defined in Chapter 14A of the Rules Governing the Listing of
Securities on the Stock Exchange of Hong Kong Limited.

(b) Compensation of directors and key management personnel of the Group:

2009 2008
RMB’000 RMB’000
Directors’ fee 700 700
Salaries and bonuses 4,061 9,288
Contribution to defined contribution plans 114 70
4,875 10,058

Comprise amounts paid to:
— Directors of the Company 3,040 8,447
— Other key management personnel 1,835 1,611
4,875 10,058

Further details of the directors’ remuneration are included in note 9 to these financial statements.
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37. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments as at the reporting date were as follows:
Group
Financial assets

Loans and receivables

2009 2008 3

Notes RMB’000 RMB’'000 i

Trade receivables 19 568 7,667 %

Bills receivable 19 40,708 18,580 g

Deposits and other receivables 20 36,871 6,094 <
Pledged deposits 22 21,173 -
Cash and cash equivalents 22 139,796 200,114
239,116 232,455

Financial assets at fair
value through profit or loss

2009 2008
Note RMB’000 RMB’000
Derivative financial assets 21 - 19,807

Financial liabilities

Financial liabilities
at amortised cost

2009 2008

Notes RMB’000 RMB’000

Due to related companies 23 1,517 1,676
Trade payables 24 47,435 47,760
Bills payable 25 41,346 -
Other payables 26 191,897 154,302
Deferred grants 27 8,995 9,740
Interest-bearing bank and other borrowings 28 945,152 667,974
1,236,342 881,452
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37. FINANCIAL INSTRUMENTS BY CATEGORY (CONTINUED)

The carrying amounts of each of the categories of financial instruments as at the reporting date were as follows:
(Continued)

Company

Financial assets

% Loans and receivables
5 2009 2008
§ Notes RMB’000 RMB’'000
§ Due from a subsidiary 8,851 309,420
< Deposits and other receivables 20 - 1,509
Cash and cash equivalents 22 2,835 23,037
11,686 333,966

Financial assets at fair
value through profit or loss

2009 2008
Note RMB’000 RMB'000
Derivative financial assets 21 - 19,807

Financial liabilities

Financial liabilities at
amortised cost

2009 2008
Note RMB’000 RMB’000
Interest-bearing bank and other borrowings 28 - 307,557
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38.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group is exposed to financial risks arising from its operations and the use of financial instruments. The key financial
risks include credit risk, liquidity risk, interest rate risk and foreign currency risk. The board of directors reviews and
agrees policies and procedures for the management of these risks, which are executed by the chief financial officer and
finance manager. The Group does not apply hedge accounting apart from the hedging arrangements disclosed in note

21.

The following sections provide details regarding the Group’s exposure to the above-mentioned financial risks and the
objectives, policies and processes for the management of these risks.

(a)

Credit risk

Credit risk is the risk of loss that may arise on outstanding financial instruments should a counterparty default
on its obligations. The Group’s exposure to credit risk arises primarily from trade and other receivables. For other
financial assets such as cash and cash equivalents, bills receivable and deposits and other receivables, the Group
minimises credit risk by dealing exclusively with high credit rating counterparties.

The Group’s objective is to seek continual revenue growth while minimising losses incurred due to increased
credit risk exposure. The Group trades only with recognised and creditworthy third parties. It is the Group’s
policy that the majority of customers who wish to trade are required to pay cash on delivery or in advance
before collecting any goods. A minority of customers who wish to trade on credit terms are subject to credit
verification procedures. In addition, receivable balances are monitored on an ongoing basis with the result that
the Group’s exposure to bad debts is not significant.

Exposure to credit risk

At the reporting date, the Group’s maximum exposure to credit risk is represented by the carrying amount
of each class of financial assets recognised in the statements of financial position, including derivatives with
positive fair values.

Credit risk concentration profile

The Group determines concentration of credit risk by monitoring on an on-going basis the aged analysis of its
trade receivables by each product category. The credit risk concentration profile of the Group’s trade receivables
at the end of the reporting period is as follows:

2009 % of 2008 % of

RMB’000 total RMB’000 total

Urea 513 90 6,626 86
Compound fertiliser 55 10 1,036 13
Others - - 5 1
Total 568 100 7,667 100

At 31 December 2008 and 2009, approximately 53% and 67% of the Group’s trade receivables were due from
its top 10 customers located in Mainland China, respectively.
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38.
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FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

(b)

Liquidity risk

Liquidity risk is the risk that the Group will encounter difficulty in meeting financial obligations due to shortage
of funds. The Group's exposure to liquidity risk arises primarily from mismatches of the maturities of financial
assets and liabilities. The Group’s objective is to maintain a balance between continuity of funding and flexibility

through the use of stand-by credit facilities.

The Group monitors and maintains a level of cash and cash equivalents deemed adequate by the management
to finance the Group’s operations and mitigate the effects of fluctuations in cash flows.

The table below summarises the maturity profile of the Group’s and the Company’s financial liabilities at the
reporting date based on contractual undiscounted payments.

1 year 1to3 3to5 % of
or less years years Total
RMB'000 RMB’'000 RMB’'000 RMB’'000
Group
31 December 2009
Trade payables 47,435 - - 47,435
Bills payable 41,346 - - 41,346
Other payables 191,897 - - 191,897
Due to related companies 1,517 - - 1,517
Interest-bearing bank and other borrowings 111,938 904,931 11,440 1,028,309
31 December 2008
Trade payables 47,760 - - 47,760
Other payables 154,302 - - 154,302
Due to related companies 1,676 - - 1,676
Interest-bearing bank and
other borrowings 152,410 562,753 11,989 727,152
Company
31 December 2008
Interest-bearing bank and other borrowings — 331,595 = 331,595

The Company had no financial liabilities as at 31 December 2009.
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38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)

(o)

Interest rate risk

Interest rate risk is the risk that the fair value or future cash flows of the Group’s financial instruments will
fluctuate because of changes in market interest rates. The Group’s and the Company’s exposure to interest rate
risk arises primarily from their loans and borrowings.

Sensitivity analysis for interest rate risk

Fair value sensitivity analysis for fixed rate instruments

The Group does not account for fixed rate financial assets and liabilities at fair value through profit or loss.
Therefore, a change in interest rates at the reporting date would not affect profit or loss.
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Cash flow sensitivity analysis for variable rate instruments

For variable rate financial assets and liabilities, the Group has determined that the carrying amounts of cash and
short-term deposits based on their notional amounts, which reasonably approximate their fair values because
these are mostly short-term in nature or are repriced frequently. For interest-bearing loans and borrowings, a
change in interest rate at the reporting date would increase/(decrease) profit or loss by the amounts shown
below. This analysis assumes that all other variables, in particular foreign currency rates, remain constant.

Increase in basis points 2009 2008
RMB’000 RMB'000
Interest expense
RMB +10 (713) (125)
usD +50 - (219)
Interest income
RMB +10 138 36
SGD +10 1 22
usD +50 7 710
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Notes to Financial Statements

38. FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES (CONTINUED)
(d) Foreign currency risk

The Group holds cash and cash equivalents denominated in foreign currencies for working capital purposes. At
the reporting date, such foreign currency balances (mainly in SGD and USD) are as follows:

2009 2008

RMB’000 RMB’000

SGD 1,174 22,077
usD 1,614 142,031
2,788 164,108

The following table demonstrates the sensitivity to a reasonably possible change in the SGD and USD exchange
rates (against RMB), with all other variables held constant, on the Group’s profit net of tax and equity.

2009 2008

RMB’000 RMB'000

SGD - strengthened 5% (2008: 5%) 59 1,104
— weakened 5% (2008: 5%) (59) (1,104)
USD - strengthened 2% (2008: 2%) 32 (1,966)
— weakened 2% (2008: 2%) (32) 1,966
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39.

CAPITAL MANAGEMENT

The primary objectives of the Group’s capital management are to ensure that it maintains a strong credit rating and
healthy capital ratios in order to support its business and maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it, in light of changes in economic conditions. To
maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return capital to
shareholders or issue new shares. No changes were made in the objectives, policies or processes for managing capital
during the years ended 31 December 2008 and 2009.

As disclosed in note 31, a subsidiary of the Group is required by the Wholly Foreign Owned Enterprise Law of the PRC
to contribute to and maintain a non-distributable statutory reserve fund whose utilisation is subject to approval by the
relevant PRC authorities. This externally imposed capital requirement has been complied with by the above-mentioned
subsidiary for years ended 31 December 2008 and 2009.

The Group monitors capital using a gearing ratio, which is net debt divided by total capital plus net debt. The Group’s
policy is to keep the gearing ratio below 90%.

2009 2008

RMB’000 RMB'000

Due to related companies 1,517 1,676
Trade payables 47,435 47,760
Bills payable 41,346 -
Accruals and other payables 364,535 285,011
Interest-bearing bank and other borrowings 945,152 667,974
Less: Cash and cash equivalents (139,796) (200,114)
Less: Pledged deposits (21,173) -
Net debt 1,239,016 802,307
Shareholders’ equity 1,474,643 1,450,906
Less: Statutory reserve fund (94,200) (77,770)
Less: Hedging reserve - (19,807)
Total capital 1,380,443 1,353,329
Capital and net debt 2,619,459 2,155,636
Gearing ratio 47.3% 37.2%

The Group includes within net debt, loans and borrowings, trade and other payables, other liabilities, less cash and
cash equivalents. Capital includes equity attributable to the owners of the parent less the hedging reserve and the
above-mentioned restricted statutory reserve fund.

Annual Report 2009

°
+
-
b
(]
i
=
S
()}
w
x
-
x
©
=
<
v




Notes to Financial Statements

40. RECONCILIATION BETWEEN SFRSS AND INTERNATIONAL FINANCIAL REPORTING
STANDARDS (“IFRSs")

For the year ended 31 December 2009, there were no material differences between the consolidated statements of
comprehensive income of the Group prepared under SFRSs and IFRSs.

The differences between the consolidated statements of financial position and the consolidated statements of changes
in equity of the Group as at 31 December 2009 prepared under SFRSs and IFRSs are as follows:

% Statutory
- Issued reserve Retained Total
E capital fund profits equity
= Note RMB’000 RMB’000 RMB’000 RMB’000
= As at 31 December 2009
Total equity under SFRSs 836,671 94,200 543,772 1,474,643
Share issue expenses (i) 44,453 - (44,453) -
Total equity under IFRSs 881,124 94,200 499,319 1,474,643
Note:
(i) The difference is caused by the deduction from equity of share issue expenses relating to the listing of both new

shares and existing shares in accordance with the Recommended Accounting Practice in Singapore while IFRSs
require share issue expenses to be allocated to new shares and existing shares and charged to equity and the
statement of comprehensive income, respectively.

41. APPROVAL OF FINANCIAL STATEMENTS

The financial statements were approved and authorised for issue by the Board of Directors on 23 March 2010.
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Statistics of Shareholdings

ANALYSIS OF SHAREHOLDINGS AS AT 5 MARCH 2010

Number of Shares - 1,000,000,000
Class of shares - Ordinary shares
Voting rights - One vote per share

DISTRIBUTION OF SHAREHOLDINGS AS AT 5 MARCH 2010

Size of No. of No. of
Shareholdings Shareholders % Shares % 9
o
1 - 999 6 0.11 1,417 0.00 %
1,000 - 10,000 3,252 60.30 21,469,786 2.15 E
10,001 - 1,000,000 2,117 39.26 93,484,000 9.35 I
1,000,001 and above 18 0.33 885,044,797 88.50 §
Total 5,393 100.00 1,000,000,000 100.00

LIST OF 20 LARGEST SHAREHOLDERS AS AT 5 MARCH 2010

No. of

No. Name Shares %
1 HKSCC NOMINEES LIMITED 379,829,000 37.98
2 PIONEER TOP HOLDINGS LIMITED 343,376,000 34.34
3 BIG DAY LIMITED 49,900,000 4.99
4 AMFRASER SECURITIES PTE. LTD. 24,325,000 2.43
5 DBS NOMINEES PTE LTD 24,102,866 2.41
6 CITIBANK NOMS S'PORE PTE LTD 17,851,073 1.79
7 HSBC (SINGAPORE) NOMS PTE LTD 14,378,866 1.44
8 RAFFLES NOMINEES (PTE) LTD 6,356,600 0.64
9 OCBC SECURITIES PRIVATE LTD 4,127,000 0.41
10 UOB KAY HIAN PTE LTD 3,727,000 0.37
11 DBSN SERVICES PTE LTD 2,849,000 0.28
12 PHILLIP SECURITIES PTE LTD 2,837,000 0.28
13  UNITED OVERSEAS BANK NOMINEES 2,734,400 0.27
14  KIM ENG SECURITIES PTE. LTD. 2,516,342 0.25
15  MERRILL LYNCH (S'PORE) P L 2,295,650 0.23
16 DBS VICKERS SECS (S) PTE LTD 1,495,000 0.15
17 HONG LEONG FINANCE NOMINEES PL 1,202,000 0.12
18  CIMB-GK SECURITIES PTE. LTD. 1,142,000 0.11
19 OCBC NOMINEES SINGAPORE 971,000 0.10
20  CHIN KIM YON OR KANG LAY HOON 900,000 0.09

Total 886,915,797 88.68
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Statistics of Shareholdings

SUBSTANTIAL SHAREHOLDERS AS SHOWN IN THE REGISTER OF SUBSTANTIAL
SHAREHOLDERS AS AT 5 MARCH 2010

Direct Interest Deemed Interest
No. of No. of
Name shares % shares %
Pioneer Top Holdings Limited (“Pioneer Top") 343,376,000* 34.34 - -
Go Power Investments Limited (“Go Power") 280,624,000** 28.06 - -
Mr. Liu Xingxu - - 343,376,000* 34.34
Ms. Yan Yunhua 300,000 0.03 280,624,000** 28.06

*

Pioneer Top is a company incorporated in British Virgin Islands. The Chairman and CEO, Mr. Liu Xingxu holds 42%
interest in Pioneer Top, with the remaining 58% held in trust by Mr. Liu Xingxu for the beneficiaries under a trust
agreement dated 26 July 2006. The beneficiaries under the trust agreement are Mr. Li Buwen, with 16% equity interest,
Mr. Li Yushun, Mr. Ru Zhengtao, Mr. Wang Nairen, Mr. Zhang Qingjin, Mr. Zhu Xingye and Mr. Shang Dewei, with 7%
equity interest respectively. Pursuant to the trust agreement, Mr. Liu Xingxu has the absolute discretion to exercise the
voting rights held by Pioneer Top in the Company.

i Go Power is a company incorporated in British Virgin Islands. The CFO and Executive Director, Madam Yan Yunhua holds
12.74% interest in Go Power, with the remaining 87.26% held in trust by Madam Yan Yunhua for the beneficiaries
under a trust agreement dated 26 July 2006 and a trust confirmation dated 16 June 2009. The beneficiaries under
the trust agreement and the trust confirmation comprise a total of 1,463 current and past employees and certain past
and present customers/suppliers of the Group. The shareholdings of Go Power are held through the nominee, HKSCC
Nominees Limited. Pursuant to the trust agreement and the trust confirmation, Madam Yan Yunhua has the absolute
discretion to exercise the voting rights held by Go Power in the Company.

PERCENTAGE OF SHAREHOLDINGS IN PUBLIC HANDS

As at 5 March 2010, approximately 37.56% of the Company’s shares are held in the hands of the public. Accordingly, the
Company has complied with Rule 723 of the Listing Manual issued by the Singapore Exchange Securities Trading Limited and
Rule 8.08 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited.



Five-Year Financial Summary

A summary of the consolidated results and assets and liabilities of the Group for the last three financial years, as extracted
from the published audited financial statements, and the pro forma consolidated results and assets and liabilities of the
Group for the two preceding years as extracted from the Company’s listing prospectus dated 11 June 2007 in relation to the
Company’s application of listing in the SGX-ST, which also set out the details of the basis of presentation and are restated/
reclassified as appropriate, is set out below.

Year ended 31 December

2009 2008 2007 2006 2005

RMB’'000 RMB’'000 RMB’'000 RMB’'000 RMB’'000 9

o

RESULTS s

o

REVENUE 2,329,607 2,084,943 1,541,422 890,175 625,508 E

Cost of sales (2,014,212) (1,603,073) (1,125,001) (678,607) (474,927) K]

Gross profit 315,395 481,870 416,421 211,568 150,581 g
Other income and gains 11,661 13,664 31,761 13,495 13,599
Selling and distribution costs (16,902) (20,722) (20,166) (9,712) (8,590)

General and administrative
expenses (110,536) (91,290) (76,635) (41,487) (34,772)
Other expenses (11,587) (6,963) (64,343) - -
Finance costs (36,522) (26,791) (18,062) (21,447) (20,477)
PROFIT BEFORE TAX 151,509 349,768 268,976 152,417 100,341
Income tax expense (32,285) (18,094) (1,417) (23,333) (31,761)
PROFIT FOR THE YEAR 119,224 331,674 267,559 129,084 68,580
ASSETS AND LIABILITIES

TOTAL ASSETS 2,910,557 2,481,904 1,832,474 579,050 730,495
TOTAL LIABILITIES (1,435,914) (1,030,998) (661,581) (512,386) (546,198)
1,474,643 1,450,906 1,170,893 66,664 184,297
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Information for Investors

ANNUAL RESULTS ANNOUNCEMENT

23 February 2010

ANNUAL GENERAL MEETING

27 April 2010

LAST DAY OF DEALINGS IN SHARES WITH
ENTITLEMENT TO FINAL DIVIDEND

11 May 2010

BOOK CLOSURE DATE

12 May 2010

DIVIDEND PAYOUT DATE

27 May 2010

PRINCIPAL SHARE REGISTRAR IN SINGAPORE

KCK CorpServe Pte. Ltd.
333 North Bridge Road
#08-00 KH KEA Building
Singapore 188721

BRANCH SHARE REGISTRAR IN HONG KONG

Tricor Investor Services Limited
26/F, Tesbury Centre

28 Queen’s Road East
Wanchai, Hong Kong

STOCK CODES

Hong Kong Stock Exchange: 01866
Singapore Stock Exchange: B9R.SI
Bloomberg: CXLX:SP; 1866:HK
Reuters: CXLC.SI; 1866.HK

INVESTOR RELATIONS

Hong Kong

Tel: +852 2855 6920

Fax: +852 2855 6800

Unit 31, Level 3, Three Pacific Place
1 Queen’s Road East, Hong Kong

Singapore

Tel: +65 6538 0407

Fax: +65 6538 0206

61 Robinson Rd

#13-02 Robinson Centre
Singapore 068893

China

Tel: +86 373 5592 888
Fax: +86 373 5592 527

Xinxiang Economic and Technology Development Zone

(Xiaoji Town)
Henan Province
PRC 453731
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China XLX Fertiliser Ltd.
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* For identification purpose only



