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Management Discussion and Analysis

THBEFWERS

Business review

During the period under review, global fine chemical industry
witnessed exponential expansion due to favourable economic
environment. Downstream industries using the Group’s products, such
as the flavour and fragrance industry, food and beverage industry,
personal care industry, household care industry and pharmaceutical
industry, have all maintained their growth momentum. This coupled
with other favourable factors such as the migration of the industry to
emerging countries and the increase in domestic consumption power
has fuelled the rapid development of the fine chemical industry in
emerging countries such as the PRC. As such, the Group’s three major
business segments all recorded actual growth.

Although the macro economic environment during the first six months
was satisfactory, uncertainties arising from high raw material prices,
renminbi appreciation and interest rate hikes continued to take their
toll, placing larger upward pressure on operating cost of the industry.
However, leveraging on its solid foundation in the industry, the Group
proactively adopted various effective measures in its operating strategy.
In addition, the Group has applied its research results in enhancing
the annual processing capacity during the phase Il expansion project
which was completed in October last year. As a result, the annual
processing capacity was increased by half. At the same time, the
production cost was significantly reduced and the production yield
was lifted. All these measures not only slashed the overall operating
cost, but also enhanced the Group’s competitiveness remarkably and
helped minimizing the impacts of the various detrimental and uncertain
factors.

During the six months ended 30 June 2006, the Group’s turnover
amounted to RMB253,500,000, representing a rapid growth of 48%.
Excluding the revenue from trading and resource management
products, turnover reached RMB 194,500,000, still achieving a steady
growth of 24% when compared with the corresponding period last
year. Turnover for export sales also grew rapidly by 65% to
RMB89,200,000. Such turnover accounted for 35% of the Group’s
total turnover, representing a growth of 3% from the corresponding
period last year. As the trading and resource management business
have a lower profit margin, it has dragged down the overall gross
profit margin of the Group to 31.6% from 38.5% as recorded in the
corresponding period last year. Nevertheless, this non-core business
has a certain profit contributions to the Group. Excluding the
contribution from trading and resource management products, the
gross profit of the Group’s self-manufactured products during the first
six months was 38.3%, representing only a slight decrease of 2.9%
from 41.2% as recorded in the corresponding period last year.
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Management Discussion and Analysis !

THBEFWERS

Business review (continued)

The export and, trading and resource management business continued
to expand during the period under review, resulting in the controlled
increase in sales and marketing cost such as transportation and
insurance cost to RMB11,800,000 from RMB8,800,000 of the
corresponding period last year. The proportion of such cost to sales
decreased to 4.6% from 5.1% of the corresponding period last year.
Administrative expenses during the first half of the year amounted to
RMB15,500,000, a level similar to that of the corresponding period
last year. The proportion of such expenses to sales decreased to 6.1%
from 9.0% of the corresponding period last year, showing that the
Group has achieved higher economies of scale.

Due to the above factors, profit attributable to the equity holders of
the Group during the period increased 30% to RMB46,500,000 and
the net profit margin was 18.3%, down from 20.9% of the
corresponding period last year. Earnings per share during the period
rose 17% to RMB10.1 cents. The Board of Directors has resolved to
declare an interim dividend of 0.8 HK cents for the period ended 30
June 2006.

Product Review

The analysis of turnover and gross profit of the Group’s various
products for the six months ended 30 June 2006 and 30 June 2005
are as follows:
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RMB’000 RMB'000 RMB’000 RMB'000

FTrAR® FTrARE FTanAR%¥® TrARE

Aroma chemicals FEEER 123,498 92,174 40,009 29,885
Natural extracts RAREY) 42,609 37,996 15,795 13,977
Intermediates ) B2 28,401 26,493 18,657 20,606
Trading and resource management BHHERES 59,002 14,349 5,589 1,405
Turnover/gross profit of the Group AEBEER/EF 253,510 171,012 80,050 65,873

— T T N F P H3R &5 INTERIM REPORT 2006 5



Management Discussion and Analysis

THBEFWERS

Product Review (continued)

Aroma Chemicals

Aroma chemicals continued to be the Group’s core business during
the period under review, and brought a significant and stable operating
revenue for the Group. For the six months ended 30 June 2006, sales
of aroma chemicals surged 34% to RMB123,500,000, accounting for
49% of the Group’s sales. Gross profit margin was 32.4%, which is
similar to 32.4% recorded in the corresponding period last year.
Dihydromyrcenol was an important contributor which brought a
revenue of RMB42,600,000 to the Group. Its sales increased 60%
over the corresponding period last year.

Phase Il expansion of Haicang Plant, completed in October last year
has enhanced the Group’s annual processing capacity of botanic
essential oil from 11,000 metric tonnes to 16,000 metric tonnes, and
provided a larger room for growth for the Group. Meanwhile, the
long-term partnership established between the Group and its major
clients enables the Group to secure adequate orders under the benefit
of the strengthening trend of industry migration. Combining self-
developed and imported technologies, the Group made great
improvement in production facilities and workflow technology in Phase
Il expansion project, contributing to the improvement of the overall
production technology. Therefore, the results of the Group’s aroma
chemical business in the first half of the year reflected not only the
growth of sales driven by the improvement of productivity, but also
the further reduction of production cost and the integrated benefit
resulted from the increase in production yield under the economies
of scale achieved after expansion and technological advancement.

Natural Extracts (Formerly known as Natural Pharmaceutical
Raw Materials)

The unremitting launch of new product series produced by similar
natural extraction and purification technology enabled the Group to
expand its natural extract product business to areas beyond
pharmaceutical products. Therefore, the use of the term “Natural
Extracts” as the collective designation of this business category reflects
business development in that category and denotes a broader scope
of products. In addition to the original natural pharmaceutical raw
materials used for the production of modern Chinese drugs and
healthcare products, natural extracts include food ingredients of
natural seafood extracts and meat extracts for the production of
flavours and seasonings.
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Management Discussion and Analysis

THBEFWERS

Product Review (continued)

Natural Extracts (Formerly known as Natural Pharmaceutical
Raw Materials) (continued)

During the period under review, the Group’s natural extract business
maintained steady growth because demand for downstream products
rose on the back of improving living standard and increasing health
consciousness while the quality of the Group’s products were widely
recognized. Turnover of this business category increased 12% to
RMB42,600,000, accounting for 17% of the Group’s sales. Gross profit
margin was 37.1%, slightly up from 36.8% of last year. The
performance of Natural Cinnamic Aldehyde was relatively more
outstanding under this business category. This product contributed a
revenue of RMB13,200,000 to the Group and its sales increased 52%
over the corresponding period last year. Other major products within
this category include Eugenol and Eucalyptol.

Intermediates (Formerly known as Chiral Pharmaceutical Raw
Materials and Pharmaceutical Intermediates)

The unremitting launch of new products enabled the Group to expand
its business to areas beyond Chiral Pharmaceutical Raw Materials and
Pharmaceutical Intermediates. Therefore, using the term
“Intermediates” as the collective designation of this business category
is more appropriate and denotes a broader scope of products. Products
originally classified as Chiral Pharmaceutical Raw Materials and
Pharmaceutical Intermediates are now included under intermediates.
In addition to chiral pharmaceutical raw materials and pharmaceutical
intermediates which are used as the major synthetic raw materials for
the production of numerous popular drugs, intermediates include agro-
chemical intermediates used for regulating the growth of plants.

During the period under review, products developed by Shanghai Fine
Chemical Co., Ltd (“SFC"), a company acquired by the Group, were
commercialized and launched into the market. Despite of the quality
of existing products widely recognised, new orders only remain steady
because the existing products are under the severe market competition.
In addition, the profit contribution from new products has not been
reflected, the Group’s intermediate business has only recorded slight
growth of 7% to RMB28,400,000, accounting for 11% of the Group’s
sales. Gross profit margin dropped to 65.7% from 77.8% of the
corresponding period last year. However, the gross profit margin of
this product category of the Group is still higher than its peers in the
industry. 3-Phenylpropanal Aldehyde is the major product of the
intermediate business segment. Its sales accounted for 38% of the
overall sales of this business category and contributed a revenue of
RMB10,900,000 to the Group. Other major products within this
business category include a-Phenylethyl alcohol, Resveratrol and PTMI
(a kind of intermediates used for regulating the growth of plants).
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Management Discussion and Analysis

THBEFWERS

Product Review (continued)

Trading and Resource Management (Formerly known as
Trading Products)

In the past, the Group’s trading product business is only supplemental
to its core business and comprises mainly the integrated sales of the
raw materials of aroma chemicals. During the period, taken into
account the persistent high market prices of upstream raw materials
and the increase in the demand for relevant raw materials not produced
by the Group, the Group has focused its trading business on the
effective management of relevant resources, including mainly gum
turpentine and other special botanic essential oils. For the six months
ended 30 June 2006, sales of the Group’s trading and resource
management business amounted to RMB59,000,000, accounting for
23% of the Group’s turnover. Gross profit of trading and resource
management business reached approximately RMB5,600,000. As a
necessary supplement to the Group’s core business, the trading and
resource management business brought sales and profit contribution
to the Group during the period under review.

The major objective of integrated sales is to improve the quality of
the Group’s sales services so as to consolidate the Group’s relationship
with its clients and satisfy the robust demand of its existing clients.
Since there are numerous types of aroma chemicals, the Group provides
its clients with aroma chemicals not produced by the Group, so as to
provide a more comprehensive product portfolio and value-added
services to its clients and realise product diversification. Meanwhile,
since natural resources are in increasing shortage and prices are rising,
the Group will lift the strategic value of resource management. In
order to ensure a more effective deployment of turpentine resources,
the Group will launch into the overseas market turpene-related
products which are closely related to turpentine.

Prospect

Looking towards the second half of the year, the performance of the
global economy looks increasingly uncertain, mainly clouded by factors
such as high oil price and rising interest rate. Nevertheless, it is expected
that the economy of China, Hong Kong and other emerging countries
and in particular the fine chemical industry will still maintain their
strong growth momentum in the second half of 2006. In the
downstream industries of fast-moving-consumer-goods and daily
necessities, the Group's products are mainly applied as functional
ingredients and key components such as flavour and fragrance
products, food and beverage products, personal and household
healthcare products and pharmaceutical products. These fast-moving-
consumer-goods and daily necessities are less sensitive to cyclical
economic fluctuations as compared with products of other industries.
Besides, the demand for upstream products from these industries
remain strong due to the global trend of industry migration. Therefore,
the Group’s business still has a global large room for development.

8 AR Hl{E T £ B A R A 5]ECOGREEN FINE CHEMICALS GROUP LIMITED

EmolE (#)
BEZRERELER ARBEZER)

BAREENESERERERZLOERN— AR
B EEHREERART EMENNEKEE A
SEREEFRHMBERNFESMLEFEIE
AEBEEMEBRANTEN BEETEE S
EBNEMTAEMBERNESES HEMNER
BEEREELHBNEMEEEYREE - BE =
EERNFEANAZTHENEARN AEEESHRER
B E T2 %5 A59,00,0007T A R (EAREEE
¥5H23% ES5HEREBELERZENNA
5,600,000t ARK -B S HE RELEBIERAE
EZOEBHLESHE REEHE b AEENH
ERERN EEERT SE

Hp SRHETEZEANERRAKE-—BERNEH
HERBEARNZBERPBAENEH nEAEE
REEPZBRUBR - B ELERBREBEZNE
BORLAEPREAKRBELAEZFBLEM K
MAaRPRHEEE2ENERAS MGERY BRE
mZ Tl AR EZERAEIRN AR ERAREBRN
R RERERELREAINERSE SEBIM
BEMETREIR KE T RN BT RN E
EmEREI TS

Al =

RETHF RELBESHERNTEANRESRE
BTSSR & Wt LA B A
B HMFEBROEHE SR2BACIITERE
TEERFTHFENMARFAYNIEREE - MAE
EERIZ2EARNTENREIEERMEELE @
TR ERBERER RaffH BAZEER RE#
Bom HESERNYEKSSKERED ELRE
H B A AR 7 an T B B HA M AR R B & SRR
EREMTERK EEREXHEEBENBE T
HEREMOTRDARY WAEEEXBNAERK
B EE R 2R o



Management Discussion and Analysis !

THBEFWERS

Prospect (continued)

Although the upward pressure of raw material cost is a reality that
the entire industry must face, the Group will continue to implement
various proactive measures to cope with it. The Group will mainly
focus on the implementation of strategies on resource management,
which include setting up a dedicated resource operation department
and carrying out forward integration in the supply chain management
of raw material procurement by commencing resource management
instead of keeping a strategic reserve of raw materials and converting
raw material procurement from a cost centre to a profit centre, so as
to control raw material cost effectively and capture additional profit
from resource management. Meanwhile, the Group also adopted a
balanced mechanism on resources deployment implying that natural
renewable resources be supported by petrochemical resources.

As regard the operating strategies, the global industry has coped with
the increase in the prices of raw materials by lifting the prices of their
products and major clients from all over the world have gradually
accepted the reality of rising product prices this year. On the other
hand, the Group innovates and improves its existing techniques and
technology on an ongoing basis with the view to controlling cost.
Under the premise of ensuring product quality, the Group increases
its production yield and improves its production efficiency. The
workflow at all levels, including the frontline departments, the research
and development department and the supporting departments were
redesigned so as to reduce the overall operating cost. The above
measures will enable the Group to maintain its leading cost advantage
and further enhance its competitiveness in the international markets.
In addition, the Group has hedged against the pressure on the
appreciation of renminbi by strengthening its international trade
management.

Exclusive innovative technology and industry experience remain the
key to protecting the Group's core competitiveness and enable the
Group to strengthen its partnership with leading international flavour
and fragrance companies. The Group will continue to launch new
product mix that cater for the market of fast-moving-consumer-goods
and the needs of its major customers. New products include important
flavors and natural food extracts used in food and beverage. It is
expected that the new products will bring new contribution to the
Group.

The construction of Phase Ill project will be commenced in the second
half of the year and be completed by stages. The objective of the first
phase is to have a brand new and advanced multifunctional production
workshop completed and put into operation in the second half of
2007. The new multifunctional workshop will be equipped with
multifunctional fine chemical installation skills that are the most
advanced in the world and environmental friendly. The workshop will
have multi-purpose reactor, precision separation & extraction unit,
Special purpose unit and Clean production zone. In line with Phase IlI
project, the Group will continue to step up its efforts in market
exploration, international cooperation, research and development of
technologies and its integration and development with SFC, so as to
expand its new high-value added product series which include aroma
chemicals, natural extracts and intermediates.

In view of the above prospects and the operation forecast of the Group
in the second half of the year, the Group will remain cautiously
optimistic about its operation in the second half of the year, and expect
a better performance in the growth rate of its sales revenue in the
second half of the year.
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Management Discussion and Analysis

THBEFWERS

Financial review

Liquidity and Financial Resources

During the period under review, the Group’s primary source of funding
was derived from the cash generated from operating activities. The
Group's capability in working capital management attributed a net
cash inflow from operating activities amounting to approximately
RMB65.8 million (six months ended 30 June 2005: approximately
RMB14.3 million).

The Group’s financial position was solid throughout the period. As at
30 June 2006, the net current assets and the current ratio of the
Group were approximately RMB289.8 million (31 December 2005:
approximately RMB237.8 million) and 2.4 (31 December 2005: 2.2),
respectively. As at 30 June 2006, the Group had cash and cash
equivalents of approximately RMB314.3 million (31 December 2005:
approximately RMB257.9 million).

The Group will continue to maintain a sound finance position and
with the positive cash inflow from operations and its available banking
facilities, the Group has sufficient financial resources to meet its
commitments, working capital requirements and future investments
for expansion.

Capital Structure and Gearing Ratio

As at 30 June 2006, the equity attributable to the Company’s equity
holders amounted to RMB486.9 million, representing RMB1.06 per
share (31 December 2005: RMB444.8 million, representing RMB0.96
per share). Increase in shareholders’ funds was mainly attributable to
the profit generated in the period less payment of dividend during
the period.

The Group’s debt to equity ratio as at 30 June 2006, was decreased
from 28% at 31 December 2005 to 27%. The Group's net cash
balance, being cash and cash equivalents plus pledged and unpledged
bank deposits less borrowings amounted to RMB194.1 million (31
December 2005: RMB138.2 million).
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Management Discussion and Analysis !

THBEFWERS

Financial review (continued)

Treasury Policies and Exposure to Fluctuations in Exchange
Rates

The Group’s assets, liabilities, revenues and transactions are mainly
denominated in Renminbi, United States dollars and Hong Kong dollars
with its operation mainly in the PRC. Bank borrowings were
denominated in Renminbi and Hong Kong dollars.

The Group's forecast exposure to the foreign exchange fluctuations
was caused by the revaluation of Renminbi during the period under
review. Nevertheless, the Group has not experienced any material
difficulties or effects on its operation or liquidity as a result of
fluctuation in currency exchange rate during the period.

Charge on assets

As at 30 June 2006, bank deposit of RMB10.3 million (31 December
2005: RMBnil), certain property, plant and equipment of the Group
with an aggregate net book value of about RMB32.2 million (31
December 2005: RMB32.2 million) and land use rights of RMB4 million
(31 December 2005: RMB4 million) were pledged to secure the Group’s
bank borrowings.

Capital expenditure

During the period under review, the Group invested approximately
RMB3.3 million and RMB1.2 million respectively in the additions of
property, plant and equipment and intangible assets compared to
approximately RMB28.0 million and RMB0.8 million respectively for
the same period last year.

Contingent liabilities
As at 30 June 2006, neither the Group nor the Company had any
contingent liabilities.

Employees and remuneration policy
As at 30 June 2006, the Group has 257 full-time employees of which
250 are based in the PRC and 7 in the Hong Kong office.

Remuneration packages offered to the staff are in line with the
prevailing market terms and reviewed on a regular basis. Discretionary
bonuses may be rewarded to employees after assessment of the
Group’s and the individual’s performance. Besides salaries and bonus,
staff are also entitled to other benefits, including participation in
retirement benefits schemes and the share option schemes adopted
by the Company pursuant to resolutions in writing of all the
shareholders of the Company passed on 16 February 2004. 57,445,000
share options remained outstanding at the period end.
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Condensed Consolidated Interim Balance Sheet

ARG EPIREARE

(As at 30 June 2006)
(ZZEZERFAA=TH)

ASSETS

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

Total non-current assets

Current assets
Inventories
Trade receivables
Prepayments and other receivables
Available-for-sale financial assets
Pledged bank deposits
Bank deposits with original maturity
over three months
Cash and cash equivalents

Total current assets

Total assets

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

Minority interest

Total equity

Notes
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The notes on pages 18 to 28 form an integral part of this condensed interim financial information.
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30 June 31 December
AA=+H +=ZA=+—H
2006 2005
—ETXEF —EERF
(Unaudited) (Audited)
(REEZ) (EiZ)
RMB’000 RMB’'000
Tt AR FT AR
181,862 184,144
4,900 4,955
22,789 22,705

400 400
209,951 212,204
40,482 33,306
98,008 101,771
24,717 40,558

- 300

10,293 -

- 3,122

314,322 257,908
487,822 436,965
697,773 649,169
48,778 48,778
211,113 209,747
3,676 5,758
223,334 180,502
486,901 444,785
237 229
487,138 445,014



Condensed Consolidated Interim Balance Sheet

ARG EPIREARE

(As at 30 June 2006)
(ZEZTRFA=TH)

LIABILITIES
Non-current liabilities
Borrowings
Deferred income on government grants

Total non-current liabilities
Current liabilities
Borrowings
Trade and bills payables
Accruals and other payables
Deferred income on government grants

Amounts due to directors
Current income tax liabilities

Total current liabilities
Total liabilities

Total equity and liabilities
Net current assets

Total assets less current liabilities
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30 June 31 December
NA=+H +=ZA=+—H
2006 2005
—ETXEF —EERF
(Unaudited) (Audited)
(REEZ) (K ®| %)
RMB’000 RMB’'000
Tt AR Fr AR
11,891 5,000

- 20

11,891 5,020
118,616 117,824
42,068 48,061
34,638 30,568

76 114

168 159

3,178 2,409
198,744 199,135
210,635 204,155
697,773 649,169
289,078 237,830
499,029 450,034

The notes on pages 18 to 28 form an integral part of this condensed interim financial information.
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Condensed Consolidated Interim Income Statement

HRRGFESPHRER

(For the six months ended 30 June 2006)
(BE-ZZFAA=THIAMEAR)

Turnover
Cost of good sold

Gross profit

Other gains (net)

Selling and marketing costs
Administrative expenses

Operating profit
Finance costs

Profit before income tax
Income tax expense

Profit for the period
Attributable to:

Equity holders of the Company
Minority interest

Dividends

Earnings per share for profit attributable
to the equity holders of the Company
during the period

— Basic

— Diluted
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Six months ended 30 June

BEAA=tHLEAEA

2006 2005

—EEXRE —ETRHF

(Unaudited) (Unaudited

and restated)

(RE&EZ) (REEZ

FE3)

Notes RMB’000 RMB’'000
Kt &t FRARY FTARY
4 253,510 171,012
(173,460) (105,139)

80,050 65,873

1,340 838
(11,771) (8,752)
(15,508) (15,466)

9 54,111 42,493
(3,334) (3,357)

50,777 39,136
10 (4,301) (3,408)
46,476 35,728

46,468 35,730
8 (2)

46,476 35,728

11 3,676 3,885
12 RMB10.1 cents RMB8.6 cents
AR %10.11L AR 8.6/l

N/A N/A

TEA i A

The notes on pages 18 to 28 form an integral part of this condensed interim financial information.
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Condensed Consolidated Interim Cash Flow Statement

HRAGESPHAERER

(For the six months ended 30 June 2006)
(BE=ZZZX"F~A=1+HLEAREAR)

Net cash generated from operating
activities

Net cash used in investing activities
Net cash from financing activities

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at beginning

of the period

Exchange gain on cash and
cash equivalents

Cash and cash equivalents at end
of the period

REETHABERS
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Six months ended 30 June

BEAA=tHLEAEA

2006 2005
—EEXRE —EFERF
(Unaudited) (Unaudited)
(REEZ) (REEZ)

RMB’000 RMB’000
Tt AR Fr AR
65,833 14,323
(1,111) (34,292)
(8.330) 6,195
56,392 (13,774)
257,908 205,543

22 -

314,322 191,769

The notes on pages 18 to 28 form an integral part of this condensed interim financial information.
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Condensed Consolidated Interim Statement of Changes in Equity

ARG EShERBER

(For the six months ended 30 June 2006)
(BE-ZZFAA=THIAMEAR)

Six months ended 30 June 2006 (Unaudited)
HE-SEREAA=THLEAMER (REEHK)

Minority

Attributable to equity holders of the Company interest Total
DPEBRR

KARBREEARL i @5t

Share
options  Currency
Share Share Capital Contributed Statutory equity translation  Retained
capital premium  reserve  surplus  reserves  reserve  reserve  earnings
BRE
RAx ROEE RARE BABRK ZERE RARE EIRE KREEF
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
TLARE THARE TRARE TLIARE TRARE TLARR TRARE TTARY TRARE TTAR%

Balance at 1 January 2006 “RTRE-A-HER
MAZHRAER 48,778 177,698 685 9,500 16,168 5732 (36) 186,260 229 445,014
Currency translation differences E#E X =5 - - - - - - 18 - - 18

Net income recognised directly ~ E X BB REAH

in equity FRA - - - - - - 18 - - 18
Profit for the period BREF - - - - - = - 46,468 8 46,476
Total recognised income HARRHARA

for the period - - - - - - 18 46,468 8 46,494

Employees share option scheme 1 & R 581

- value of employees services  —EBREHER - - - - - 1,348 - - = 1348
Dividend relating to 2005 BERZZTERA

paid in June 2006 EAZ-ZZRERE - - - - - - - (5718) = (5,718)

- - - - - 1,348 - (5,718) - (4,370)

Balance at 30 June 2006 “EERFAACTEES 48,778 177,698 685 9,500 16,168 7,080 (18) 227,010 237 487,138

The notes on pages 18 to 28 form an integral part of this condensed interim financial information.
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Condensed Consolidated Interim Statement of Changes in Equity

ARG EShERBER

(For the six months ended 30 June 2006)
(BE-_ZZ X FAA=THIEAEA)

Six months ended 30 June 2005 (Unaudited and restated)
HZE-EBREAA=THLAHEA (REERRET)

Minority

Attributable to equity holders of the Company interest Total
LERR

RARBREEARS 4 @5t

Share Convertible
options bonds
Share Share Capital Contributed Statutory equity equity  Retained
capital premium  reserve  surplus  reserves  reserve  reserve  earnings
BRE TRRES
BA BROEE KRAREE BABRHE ZERE RARE RARE REEF
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
FEIARE TLARY TRARE TLARY TRARS TLARY TIARE TLARE TLARY TRARK

Balance at 1 January 2005 RZZTRF-A—H

&5 43,990 121,200 685 9,500 11,525 3,467 1,723 129,184 299 321,573

Profit for the period BN - - - - - - - 35730 2) 35728
Total recognised income HARRHARA

for the period - - - - - - - 35,730 2) 35728

Employees share option scheme & 8 AR &5 2l

- value of employees services  —[EERISMER - - - - - 2,676 - - = 2,676
Transfer 154 - - - - 1,387 - - (1,387) - -
Dividend relating to 2004 BERZZTRERA

paid in June 2005 EHZZFERERE - - - - - - - (7,650) - (7,650

Balance at 30 June 2005 “ETRERASTRES 43990 121,200 685 9,500 12,912 6,143 1,723 155,877 297 352,327

The notes on pages 18 to 28 form an integral part of this condensed interim financial information.
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Notes to the Condensed Consolidated Interim Financial Information

BA R & hRARM 3 8 H s

General Information

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

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

The Company has its primary listing on the Main Board of the
Stock Exchange of Hong Kong Limited (“the Stock Exchange”).

These condensed consolidated interim financial information were
approved for issue on 13 September 2006.

Basis of preparation

This unaudited condensed consolidated interim financial
information of the Company has been prepared in accordance
with the disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
and the Hong Kong Accounting Standard (“HKAS"”) 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"). These condensed consolidated
interim financial statements should be read in conjunction with
the annual financial statements for the year ended 31 December
2005.

Certain comparative figures have been restated to conform to
the current period presentation. The change relates to a more
meaningful restatement in share-based payment and impairment
of goodwill, as follows:

—REH
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T B 3% =8 B 0 1E 4 Century Yard, Cricket Square,
Hutchins Drive, P.O. Box 2681 GT, George Town,
Grand Cayman, Cayman Islands, British West
Indies®

ARBANBRBBARZAAERATE ([BRM])
ITRABETEZ FHmtmE-

ZEMRAGEATHYBERR _FTTRFNA
T=ZHE&EAEET

mRERE
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BREMARZIMBRAR ([BRM])EHFL
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Six months ended
30 June 2005
HE2_ZZTHF A

=+HIEANMEA
(Unaudited)
(REHEZ)
RMB’000
FTTAR®

Recognition of share-based payments RN _ZEZTMNFEANAR

as expenses in relation to share KTERERRO TR

options granted on 8 June 2004 NRZ X H 2,676
Increase in impairment of goodwill EESRE AR 379
Decrease in profit & AR 3,055
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Notes to the Condensed Consolidated Interim Financial Information

I BA R & hRARM 3 | H s

3. Accounting policies
The accounting policies adopted are consistent with those as
described in the annual financial statements for the year ended
31 December 2005.

The following new standards, amendments to standards and
interpretations are mandatory for financial year ending 31
December 2006.

e Amendment to HKAS 19 “Actuarial gains and losses, group
plans and disclosures”, effective for annual periods beginning
on or after 1 January 2006. The Group decided to retain its
former accounting policy regarding the recognition of
actuarial gains and losses;

e Amendment to HKAS 39, Amendment to “The fair value
option”, effective for annual periods beginning on or after 1
January 2006. This amendment is not relevant for the Group
as the Group did not have financial instruments prior to 1
January 2006;

e Amendment to HKAS 21, Amendment “Net investment in a
foreign operation”, effective for annual periods beginning
on or after 1 January 2006. This amendment is not relevant
for the Group;

e Amendment to HKAS 39, Amendment “Cash flow hedge
accounting of forecast intragroup transactions”, effective for
annual periods beginning on or after 1 January 2006. This
amendment is not relevant for the Group;

e Amendment to HKAS 39 and HKFRS 4, Amendment
“Financial guarantee contracts”, effective for annual periods
beginning on or after 1 January 2006. This amendment is
not relevant for the Group;

e HKFRS 6 “Exploration for and evaluation of mineral
resources”, effective for annual periods beginning on or after
1 January 2006. This standard is not relevant for the Group;

e HK(IFRIC) — Int 4 "Determining whether an arrangement
contains a lease”, effective for annual periods beginning on
or after 1 January 2006. The Group has reviewed its contracts.
Some of them are required to be accounted for as leases in
accordance with HKAS 17 “Leases”. However, these leases
are operating leases, and their reclassification has had no
impact on the expense recognised in respect of them;
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Notes to the Condensed Consolidated Interim Financial Information

BA R & hRARM 3 8 H s

3. Accounting policies (continued)

HK(IFRIC) — Int 5 “Rights to interests arising from
decommissioning, restoration and environmental
rehabilitation funds”, effective for annual periods beginning
on or after 1 January 2006. This interpretation is not relevant
for the Group; and

HK(IFRIC) — Int 6 “Liabilities arising from participating in a
specific market — waste electrical and electronic equipment”,
effective for annual periods beginning on or after 1 December
2005. This interpretation is not relevant for the Group.

The following new standards, amendments to standards and
interpretations have been issued but are not effective for 2006
and have not been early adopted:

HK(IFRIC) — Int 7 “Applying the Restatement Approach under
HKFRS 29", effective for annual periods beginning on or after
1 March 2006. Management do not expect the interpretation
to be relevant for the Group;

HK(IFRIC) — Int 8 “Scope of HKFRS 2", effective for annual
periods beginning on or after 1 May 2006. Management is
currently assessing the impact of HK(IFRIC) — Int 8 on the
Group's operations;

HK(IFRIC) — Int 9 “Reassessment of Embedded Derivatives”,
effective for annual periods beginning on or after 1 June
2006. Management believes that this interpretation should
not have a significant impact on the reassessment of
embedded derivatives as the Group already assess if
embedded derivative should be separated using principles
consistent with HK(IFRIC) — Int 9; and

HKFRS 7, “Financial instruments: Disclosures”, effective for
annual periods beginning on or after 1 January 2007. HKAS 1
“Amendments to capital disclosures”, effective for annual
periods beginning on or after 1 January 2007. The Group
assessed the impact of HKFRS 7 and the amendment to
HKAS 1 and concluded that the main additional disclosures
will be the sensitivity analysis to market risk and capital
disclosures required by the amendment of HKAS 1. The Group
will apply HKFRS 7 and the amendment to HKAS 1 from
annual periods beginning 1 January 2007.

ZO AR Hl{E T £ B A R A 5]ECOGREEN FINE CHEMICALS GROUP LIMITED
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FIRRELSFTEYE IR ZER -



Notes to the Condensed Consolidated Interim Financial Information

I BA R & hRARM 3 | H s

4. Sales and segment information

(a)

(b)

Sales

The Group is principally engaged in the production of fine
chemicals from natural resources for use in aroma chemicals
and pharmaceutical products and supply of natural materials
and fine chemicals.

Segment information

Primary reporting format — business segment

As at 30 June 2006, the Group is organised into two main
business segments:

(1) manufacturing and selling of fine chemicals; and
(2) trading of natural materials and fine chemicals.

The segment results for the six months ended 30 June 2006
are as follows:

Sales iHE

Operating profit RE B A
Unallocated corporate expenses & % g A Al f XX
Finance costs Bl & B AR

Profit before income tax B P 15 7 7T & A
Income tax expense P15 %%

Profit for the period HR & F

HERDHBEFR

(a)

(b)

HE
AEBTERENARAEREERAEL
B AARTEEmMEEE RN RIE
HRARK RBALER-

DEHER

FE2HG A - EHS

RZBERFRAA=ZTH - XEEH /MK
TEXBEL:

(1) EERHEERALER: R

2 BEERARMEBACSE M-

HE_ZZREFXA=TRHALERERAZS
MEREWT:

Manufacturing Trading Total
£E BEH £
(Unaudited) (Unaudited) (Unaudited)

(REEZ) (RKBER) (REER)
RMB’000 RMB’000 RMB’000
TRARY® TRAR® TrRARY
194,507 59,003 253,510
56,338 1,545 57,883
(3,772)
(3,334)

50,777
(4,301)

46,476
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HERDHESR (#)
(b) 2 EEHR (&)

4. Sales and segment information (continued) 4,
(b) Segment information (continued)

FEEHEA - EH0E (B)

Primary reporting format — business segment (continued)

BE_TZRFAA=ZTHILERNEAZSH

The segment results for the six months ended 30 June 2005

are as follows: HEHWMT:

EE =1 HEt

(Unaudited (Unaudited (Unaudited

and restated) and restated) and restated)

(REEZ (REERZ (REERZ

=) R &%) R &%)

RMB'000 RMB'000 RMB'000

FTARE FLTARE FTARE

Sales iHE 156,663 14,349 171,012
Operating profit e B A 48,088 227 48,315
Unallocated corporate expenses &% it A &l B &% (5,822)
Finance costs Bb & B R (3,357)
Profit before income tax B BT 15 B B &L F 39,136
Income tax expense Frig &t (3,408)
Profit for the period BN & F 35,728

FAABGERZEMORERE N T:

Other segment items included in the income statements are
as follows:

Depreciation
Amortisation
Impairment of goodwill
Provision for/(reversal of)
impairment of inventories
Provision for impairment
of trade receivables

e

B 55

HERE

FERERRE
()

FE U 32 5 iR SR (E
B

22 AR Hl{E T £ B A R A 5]ECOGREEN FINE CHEMICALS GROUP LIMITED

Manufacturing
£ E
Six months ended 30 June

BEAA=tHILEXREAR

Trading
BE
Six months ended 30 June

BEAA=tHILEXREAR

2006 2005 2006 2005
“EERFE —TTRHE ZEEARE —TITHF
(Unaudited) (Unaudited (Unaudited) (Unaudited)
and restated) and restated)

(REE®) (REEEZ  (RBER) (REEEZ
k&%) R &%)

RMB’000 RMB’000 RMB’000 RMB’000
FTTAR® TrTARE FTaAR¥® TrARE
5,040 2,796 23 17
1,220 1,070 - -

- 379 - -

192 170 (8) 14

57 758 27 340
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4. Sales and segment information (continued) 4. HERDIHER (4)
(b) Segment information (continued) (b) 22ER ()

REZHG A — 1 ED S

Secondary reporting format — geographical segment

AEEMARHE D BR BT EMmELE-

The Group’s two business segments operate in three main
geographical areas.

Six months ended 30 June

BEANA=tHILEAEA

2006 2005
—EERE —ETRF
(Unaudited) (Unaudited)
(REER) (REEZR)
RMB’000 RMB'000
FRARY FrARY
Sales 5H & 58
— Mainland China — R E R 164,276 117,062
— Europe — BOM 18,571 26,805
— Asia (excluding Mainland China) — oM (PR B A B B A1) 43,070 20,872
— Others —Hfth 27,593 6,273
253,510 171,012
5. Capital expenditure 5. XX
Property, plant Land use Intangible
and equipment right assets
e
BMERSE LTihERARE BREE
(Unaudited) (Unaudited) (Unaudited)
(REgEz)  (REEZ)  (REER)
RMB’000 RMB’000 RMB'000
FrARYE TFrrAR®E TFTrTARK
Opening net book amount as RZZETERF—H—H
at 1 January 2005 Z H9R E F R 119,411 5,065 17,680
Additions NE 27,966 - 738
Acquisition of a subsidiary WE—RWE QA 313 = 4,000
Depreciation and amortisation charge 3 & K # $5 (2,926) (55) (1,015)
Closing net book amount as R=-ZBEZEHEFXRA=TH
at 30 June 2005 2 H A% R TH F 2R 144,764 5,010 21,403
Opening net book amount as RZZEZERE—H—H
at 1 January 2006 2 HA )R TH O HE 184,144 4,955 22,705
Additions NE 3,284 — 1,249
Depreciation and amortisation charge #7T & & # 35 (5,568) (55) (1,165)
Closing net book amount as R-ZEEXREXRA=TH
at 30 June 2006 ZHANREFEE 181,860 4,900 22,789
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6. Trade receivables

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

as follows:

0 to 30 days

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

Less: Provision for impairment
of trade receivables

0Z 30X
31260K
61Z90K
91Z 180K
181&E 365k
B 3iE365K

W B 5 M SRR (B B

24 AR Hl{E T £ B A R A 5]ECOGREEN FINE CHEMICALS GROUP LIMITED

B 2 B WK

AEBGETEPZEER —RKE0EIOKR-ESH

FEU TR 2 iRk D AT AR T

30 June 31 December
AA=+H +=ZA=+—H
2006 2005
—ETXEF —EERF
(Unaudited) (Audited)
(RE&EZ) (&EZ)
RMB’'000 RMB’'000
FRARY FTT AR
47,024 43,382
33,685 32,086
14,970 19,742
2,652 3,180
1,061 4,409
298 570
99,690 103,369
(1,682) (1,598)
98,008 101,771
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7. Borrowings

Non-current
Government loans, unsecured

Current

Government loans, unsecured
Other borrowings, unsecured
Bank borrowings, secured

Total borrowings

The maturity of borrowings is
as follows:

Amounts repayable within a period:

— not exceeding one year

— more than one year but not
exceeding two years

— more than two years but not
exceeding five years

— more than five years

8. Trade and bills payable

7.

FF B A8
BEREMBAER

B 34

EREMBTER
EEREMEES
BHRWRTEER

BERE

EEZERPLT:

SN

—FRB—F
——EEWE

—-MEERF
—REFNE

8.

The aging analysis of trade and bills payable is as follows:

0 to 30 days

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

0ZE 30K

312 60K
612 90K
91ZE 180K
181X B365K%
HB B 365K

TR A TS BT (B8 2 3R0R

BX
30 June 31 December
~NA=1H +=-—A=+—H
2006 2005
—EEXREF —EFERF
(Unaudited) (Audited)
(RE&EZ) (& FE%)
RMB’000 RMB'000
Tt AR T AR
5,000 5,000
29,170 29,170
2,000 2,000
94,337 86,654
125,507 117,824
130,507 122,824
118,616 117,824
3,446 -
3,445 -
5,000 5,000
130,507 122,824

BARGZHRARERE

BNXBERARZEZIRE DT :

30 June 31 December
ANA=+H +ZA=+—H
2006 2005
—EERE —ZETRF
(Unaudited) (Audited)
(REEZ) (K ® %)
RMB’'000 RMB’000
FTRARY FrL AR
22,302 10,310
4,664 19,126
8,014 7,996

6,408 9,480

102 483

578 666

42,068 48,061
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9. Operating profit 9. RERF
Operating profit is stated after charging and crediting the KEEMNB R RE AT &IE:
following:
Six months ended 30 June
BEARNA=THLAEA
2006 2005
ZEBARF —ZEThEF
(Unaudited) (Unaudited)
(REER) (REEHEZ)
RMB’000 RMB’000
FrARM FrARYE
Charging B
Depreciation of property, plant M- WEREEITE
and equipment 5,568 2,926
Less: Amount included in product B BT AEE fn B BE AR AR
development cost 2 FIA (505) (130)
5,063 2,796
Amortisation of: 4
— intangible assets - B EE 1,165 1,015
— prepaid operating lease payments —FERgERENES 55 55
Crediting A
Interest income from bank deposits RITFERZF EHA 1,283 781
Amortisation of deferred income on B U O B IR I A
government grants 57 57
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10.Income tax expense 10. R 88
Six months ended 30 June
BZEZXNA=1+THLEAEA
2006 2005
—EERE —ETRF
(Unaudited) (Unaudited)
(REER) (REEZ)
RMB’000 RMB’000
FRARY Fx AR
Current income tax BN AR P 15 B4
— Mainland China enterprise — B AT 3
income tax Frig &t 4,301 3,408
Notes: PR

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

The subsidiaries established in Xiamen, Fujian Province, Mainland China are subject
to Mainland China enterprise income tax at a rate of 15% (2005: 15%), except:

(i) In February 2002, Xiamen Sinotek Enterprise Development Co., Ltd.
transformed from a domestic enterprise to a wholly foreign owned enterprise
and is exempted from Mainland China Tax Bureau for payment of enterprise
income tax for two years starting from the first year of profitable operations
after offsetting prior years’ tax losses, followed by a 50% reduction in enterprise
income tax for the following three years; and

(i) In August 2003, Xiamen Doingcom Chemical Co., Ltd. was accredited as a

New High Technology Enterprise and accordingly is exempted from payment
of enterprise income tax for two years starting from the first year of production.

11.Dividends

AR B N SR A B RS SRER FE SR DO A R SR B E B
FEHIEL B

RAB AR EPFIK 2 B ARARI15% (22 RE:
15%) Z BRGNP BEAM RS R T

() =ZT_F_F EFIPREXEREBARAANELESE
REELE W ARGHEAMTERHAEEEH E—F
BIREIRIR B BRI F MO EMEHME R =F
ZEMBE AR R

(i) =FT=F\A EFIPIMEERARERA RS E
¥ EiLER S A E S EENFERAMNDEMEHR
o

11.KRE
Six months ended 30 June

BEAA=tHILEAEA

2006 2005
—EERE —ZETRF
(Unaudited) (Unaudited)
(REER) (REHEZ)
RMB’000 RMB’000
FRARY FrARY
Interim dividend proposed of R B AR B
HKO0.8 cents (2005: HKO.8 cents) BRE ®AR0.8%
per ordinary share ZEERF:088) 3,676 3,885

During the six months ended 30 June 2006, a 2005 final dividend
of HK1.2 cents, shown as RMB1.24 cents, (2004 final: HK1.75
cents, shown as RMB1.84 cents) per ordinary share, totalling
HK$5,532,000, shown as RMB5,718,000 was paid in June 2006
(six months ended 30 June 2005: HK$7,263,000, shown as
RMB7,650,000).

BE_ZTZXFAA=+THIAER —TZTH
FEHRIREFR.2E8M FIE1.2400 A B #E
—EEFEREIE 17580 B 1E1.841L A
RE)ER_ZEZRENAMAIMN A5tEBE
#5,532,000 ' I{E5,718,000t ARKE (HE2—F
ERENAZ=ZTHLIEREA B %7,263,000 ¢ 7|
£7,650,0007T A R #E) o
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12.Earnings per share 12.88R2F
The calculation of basic earnings per share for profit attributable ARBEEFEABRGEERERNAEF HIBEAR
to equity holders of the Company is based on the Group’s profit SERRFE ARG AR F446,468,0007T A
for the period attributable to equity holders of the Company of R (HBEZZEZTRFAAA=THLESEAR:
approximately RMB46,468,000 (six months ended 30 June 35,730,000t A R ¥ (E71)) ) REANE 217D
2005: RMB35,730,000 (restated)) and on the number of 461,000,000/ (—ZZ R 4 :415,000,0008%) 7+
461,000,000 (2005: 415,000,000) ordinary shares in issue during o
the period.
No diluted earnings per share has been presented because the HRARRBRE ZTEERANE QARG
exercise price of the Company’s share options was higher than FHEmERS BRI GREERT -
the average market price of the Company’s shares during the
period.
13.Related party transactions B.EHEEALRS
The following transactions were carried out with related parties: THREE@EENTETZIRS:
(a) Key management compensation: (a) TEZEBEABREE:
Six months ended 30 June
BEANA=1THLAXEA
2006 2005
ZEBARF —ZEThEF
(Unaudited) (Unaudited
and restated)
(REER) (REEZ
RE5)
RMB’000 RMB’000
FRARY FTITAR
Salaries and other short-term FeRHEMEHESRT
employee benefits 2,038 2,028
Share-based payments A& 153 1< 5% 710 1,153
2,748 3,181
(b) Details of the amount due to a director were: (b) ENEEREFBOT:
30 June 31 December
AA=+H +=—A=+—8H
2006 2005
—EEXRE —ETRF
(Unaudited) (Audited)
(REEZ) (EEZ)
RMB’000 RMB’000
FrARM FTAR®
Mr. Yang Yirong 15 3R Bl ot A 168 159
Balance with a director was unsecured and non-interest EFVREBRAEER 2R REAR—FANE
bearing, and is repayable within one year. Bo
() Ms. Lu Jiahua, a director of the Company, is a minority (0 ARRIEZFERELXTREMFIHRESZER
shareholder of Xiamen Doingcom Enterprise Limited. NE DR
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Corporate Governance
LERER

The Company has complied with the Code on Corporate Governance
Practices (the “Code"”) as set out in Appendix 14 of the Listing Rules
throughout the six months ended 30 June 2006, with deviations from
code provisions A.2.1 of the Code in respect of the separate role of
chairman and chief executive officer (“CEOQ"). Under the code
provisions A.2.1 of the Code, the roles of chairman and CEO should
be separate and should not be performed by the same individual. The
division of responsibilities between the chairman and CEO should be
clearly established and set out in writing.

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

REBE_ZERFAA=THILAEAR AQF—H
BT EMARRIM S4B AR ERE R TR (157
A1) - HEfmREST B Z ST RHRXA 2B X BT
BE(TTHAER]) BEZR D - RIETRIZ T AHE
XA2.1 BRDERRTRAEH 2 AG TERHER—
ARE TFEETRAHRAZBES TRBERERER
DA T &5t A

ARRLESEBEERTRARBE -ARREE
REBBEBLERAB RN HTERLEHR
REREAEERGLEUNRIFRE-EFER
R ERARBZEBEERERE BEETMERR
RBAC TR ZRAMB &R WA NBERAE
BSUARERR MARAENTTHAE AR 1IN
BHRAEEBENIES ZEIMA  TERIERK
R-BELXSEM EFERTRERARTRSE
YREERRERMEAKRES AN AYEEAEGE
ERETE - ME RERERINE ARFHE
tEH TR IEET
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Disclosure of Interests ¢

DR

Directors’ and chief executives’ interests and short
positions

At 30 June 2006, the interests and short positions of the Directors,
chief executives and their associates in the shares, underlying shares
or debentures of the Company and its associated corporations (within
the meaning of Part XV of the Securities and Futures Ordinance
("SFO™)), as recorded in the register maintained by the Company under
Section 352 of the SFO, or as notified to the Company and the Stock
Exchange pursuant to the Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken or deemed
to have under such provisions of the SFO) and the Model Code for
Securities Transactions by Directors of Listed Companies (the “Model
Code") contained in the Listing Rules, were as follows:

(a) Long positions in ordinary shares of HK$0.10 each of the

Egﬁ I‘E&nb\ﬁz*gﬁﬁ Iﬁ
RZBERFAA=TH EF THREZRKEZ
Brge A #K@T&E*ﬁﬂwﬁl(ﬁ%i g 5 M

&P ([EH BB ) EXVED) Z ki 1HE
BihgEFFHEELBCRARAREESF ST
RHIFE3521EFE 2 Bl HREREF R A &P
EXVEFE TR M (BRERBEES MR E RO ERE
{5 fﬁﬁ%ﬂi*f’ﬁiﬁfﬁ?&ﬁZ%\ FORB) AR E

\U]]

MR LT RAREFETIEF R FNRESTRI
BEHERARRBRM oG RARIAT:

() RAEATAEREEICGETEERZTFA

Company

% of the

issued

share capital

Number of shares held of the

Fris R & Company

Personal Family Corporate Other G2 A

Name of Director interests interests interests interests Total BERTRA

EERE BA R Rk = NE R Hi = #et Bk

Mr. Yang Yirong — - 193,263,158 - 193,263,158 41.92%
55 E A& (Note a)
(Pt 5z a)

Mr. Gong Xionghui - - 11,368,421 - 11,368,421 2.47%
BRI S A (Note b)
(Bt 5EDb)

Ms. Lu Jiahua - - 8,526,316 - 8,526,316 1.85%
EXRERZ L (Note ¢)
(Mg7EQ)
Notes: PR

(@)  These shares were beneficially owned by Marietta Limited, a private company
beneficially wholly-owned by Mr. Yang Yirong.

(b)  These shares were beneficially owned by Dragon Kingdom Investment Limited,
a private company beneficially wholly-owned by Mr. Gong Xionghui.

(c)  These shares were beneficially owned by Sunwill Investments Limited, a private
company beneficially wholly-owned by Ms. Lu Jiahua.
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(a) ZERMHBBGRBMLELREERESR 2 AL FMarietta Limited
BEA-

(b) ERRID MBS E 2 B E LSS 2 LA FIDragon Kingdom
Investment Limited & 25 4 °

ZERNBEREL T 2EE BB ZALARRSunwill
Investments Limited & 254

(c



Disclosure of Interests
BRIEE

Directors’ and chief executives’ interests and short

positions (continued)

(b) Interest in share options of the Company
Share options, being unlisted physically settled equity derivatives,
to subscribe for the Company’s ordinary shares were granted to
Directors, chief executives, employees and consultants of the
Company pursuant to the approved Company’s share option
scheme. Information in relation to these share options during the
period ended 30 June 2006 are set out in the following section
under the heading “Share options”.

(c) Interest in registered share capital of a Company’s
subsidiary
At 30 June 2006, Ms. Lu Jiahua held 5% equity interests in the
registered share capital of Xiamen Doingcom Enterprise Limited,
the Group’s subsidiary of which 95% of its registered share capital
are held by the Company indirectly.

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

Other than as disclosed above, no interests and short positions were
held or deemed or taken to be held under Part XV of the SFO by any
Directors or any chief executives, or any of their associates in the
shares, underlying shares and debentures of the Company or any of
its associated corporations (within the meaning of SFO) which were
required to be notified to the Company and the Stock Exchange
pursuant to Part XV of the SFO or pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers or which are
required pursuant to Section 352 of the SFO to be entered in the
register maintained by the Company.

ESRTHABCRBERAR (&)

(b) RERXBBEIRE
BRIEC B EZRNARBRETS - EF A0
AITHRAH EERERERBNIELTEDR
WERANTETAZERE UARBEARR LR
R-BEZEBRERBE_TTRNFA=T
BIEMM =5 SR T X (B —&ne

() REQXA—XKBARAEMBRAE 2 ##HE

R-BERFRNA=FTH ERXREXIRELR
AIFEEREEMBRARNS% I AEEHE A A
EFFHEZER AR E MR AP 5%

B EXWEZ DI —REZNAEETARS
AEEBAEETHBRR 2B ARD ERFE
REBMBAREABEBR —BRR-

B EXHEEN BEEEHEMTRARL TS E
ABEALTRARAHEEMEEEE (EERE
FMBEER) 2B HEARNHEST HEER
BES LB ROIEXVERE R RBIEXEERFE
2RSSR E MARERESRBME HHIEXV
MALTETABBETEFRZNRETRINEG
ARBRERA HARBES R PE GO F 35205
EARRBIFEZERMA
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Share options

Pursuant to a written resolution of the shareholders of the Company
passed on 16 February 2004, a share option scheme (the “Scheme”)
was approved and adopted. The purpose of the Scheme is to enable
the Group to grant options to selected participants as incentives or
rewards for their contributions to the Group. All Directors, employees,
suppliers of goods or services, customers, persons or entities that
provide research, development or other technological support to the
Group, shareholders and advisers or consultants of the Group are
eligible to participate in the Scheme.

There are no changes in any terms of the scheme during the six months
ended 30 June 2006. The detailed terms of the scheme were disclosed
in the 2005 annual report.

The following table discloses details of share options outstanding as
at 30 June 2006 under the Scheme and the movements during the six
months ended 30 June 2006.

BB
ARBRERR_ZFZEMOF A+ NBEEERRSZ
EREi: Y &S Wﬁﬁﬂx%?riﬂ ([&at8l]) ~%atElz
EM%&@$%ITﬁT ESEERLBRE FR
EHAKEMFERMZEBXEH-MEEE &
Ei%%ﬁ%ﬁﬁ%ﬁ”@fﬁﬁil%fﬁﬁi
Hpicik e AL RER ARERRLEDAL
BREBAER2EZLTE-

BE_ZTRFANA=ZTHIERNEA ZEHEZER
R EAER B - B AZ EERFBENR_FFTR
FEHPEE-

TEREBER-_ZZTF A= JrEMETFSZqu%JHﬁK
TEZEREFBERENRBE_ZZERFAA=T
Eﬁ/\f.ﬂz """" @J

Number of shares issuable
under the options granted

REERBRETRTRE
Balance Balance
as at Granted as at
Exercise 1 January during 30 June
Type of Grantee Date of Grant price 2006 the period 2006 Exercisable period
Ji i
ZEEAE “EERE
-A-H AA=1H
ARAER RHBH TEE g3 BRR o33 TR
(DD/MM/YY) (HKS) ('000) ('000) ('000) (DD/MM/YY)
(B/R/%) (&x) (F6) (F1) (F7) (R/R/%)
Category 1 - Directors
Ei1-E%
Mr. Yang Yirong 25.05.06 1.39 = 400 400 25.05.06 - 24.05.11
BRELE
Mr. Gong Xionghui 08.06.04 1.37 4,000 - 4,000  08.06.04-07.06.14
EEREE
Ms. Lu Jiahua 08.06.04 1.37 3,500 - 3,500  08.06.04-07.06.14
EXELL
Mr. Lin Like 25.05.06 1.39 - 3,000 3,000  25.05.06 - 24.05.11
AR k4
Mr. Han Huan Guang 25.05.06 1.39 - 3,000 3,000  25.05.06 - 24.05.11
BELEE
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Share options (continued)

BREE

Number of shares issuable
under the options granted

REERBRETRTRE
Balance Balance
as at Granted as at
Exercise 1 January during 30 June
Type of Grantee Date of Grant price 2006 the period 2006 Exercisable period
i ®
“EERE ZRERF
-A-H AA=tH
ERAER RtBH TEE g3 HRR of3 T
(DD/MM/YY) (HK$) ('000) ('000) ('000) (DD/MMZYY)
(B/R/%) (&x) (F6) (F14) (F17) (R/R/%)
Category 1 - Directors (continued)
Bi1-2% (&)
Mr. Feng Tao 25.05.06 1.39 - 3,000 3,000 25.05.06 - 24.05.11
BELE
Mr. Yau Fook Chuen 08.06.04 1.37 400 - 400 08.06.04 - 07.06.14
ER2ELE 25.05.06 1.39 - 400 400 25.05.06 - 24.05.11
Mr. Wong Yik Chung, John 08.06.04 1.37 400 - 400  08.06.04 - 07.06.14
BELLE 25.05.06 1.39 - 400 400 25.05.06 - 24.05.11
Dr. Zheng Lansun 08.06.04 1.37 400 — 400 08.06.04 - 07.06.14
BREEL 25.05.06 139 - 400 400 25.05.06-24.05.11
8,700 10,600 19,300
Category 2 - Employees under 08.06.04 1.37 13,000 - 13,000 08.06.04 - 07.06.14
continuous employment 25.05.06 1.39 — 6,800 6,800 25.05.06 - 24.05.11
contract
Fh2-BERRANES
13,000 6,800 19,800
Category 3 - Other participants 08.06.04 1.37 14,375 - 14,375 08.06.04 - 07.06.14
F3W-Hi2EAL 25.05.06 139 - 4,000 4,000 25.05.06-24.05.11
14,375 4,000 18,375
Total
#st 36,075 21,400 57,475
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Share options (continued)

Notes:

(a)

In accordance with the terms of the offer letters given by the Company to the
grantees, the share options are vested in tranches starting from 9 June 2004 to 7
June 2005 for the options granted on 8 June 2004 and starting from 26 May 2006
to 24 May 2009 for the options granted on 25 May 2006.

The value of the options granted during the period ended 30 June 2006 was
approximately RMB5,600,000, based on the Black-Scholes valuation model. The
significant inputs into the model were share price of HK$1.26 at the grant date,
exercise price of HK$1.39, standard deviation of expected share price returns of
36.5%, expected life of options of 1 to 4 years, expected dividend paid out rate of
1.59% and annual risk-free interest rate of 4.24% to 4.52%. The volatility measured
at the standard deviation of expected share price returns is based on statistical analysis
of daily share prices over the year before the date of grant. The fair values calculated
are inherently subjective and uncertain due to the assumptions made and the
limitations of the model used. The value of an option varies with different variables
of certain subjective assumptions. Any change in variables so adopted may materially
affect the estimation of the fair value of an option.

Interest and short positions of shareholders
discloseable under the SFO

As at 30 June 2006, the interests and short positions of the persons,
other than the Directors and chief executives of the Company, in the
shares and underlying shares of the Company, as notified to the
Company pursuant to Division 2 and 3 of Part XV of the SFO; or as
recorded in the register required to be kept by the Company pursuant
to Section 336 of the SFO, were as follows:

BIRE (&)
fifaE

(@) RIBARRMAF AN ZEH R ER BB DD IR
ToR=FTTEFNANB R MBEE RSN —FTMFEN
ANBEZE_ZZRAFAALHLEAIRET R =N
THERENBRE ERERN _STRFRAA-Z+ABE=Z
TAFRA-+HEBAESHET-

(b) BEFENR-SFRAGHEEENGE B@E-TTFA=1A
1E71E A B 2 B R E (B E 40 45,600,000 T A R AR 2 =
D AIE B AR BHZ BB . 26870 (THEE1.398 7T BaHAR
BRI IZERZE36.5% * BT ERETF 1 245 T8RRI
R1.59% K ERMBESAL2454 52 LB B EIH 2 ZXE(R7 =
FTEZEBARLEREN —FESAREZEBSTAER:
ERFTEBRERFAERN 2R SEMEATFTESEEERT
EEEI% B EEERRES T EBERC TREREE  Frim

FHEMEHNSEHBREATEGRBEREATE-
BEESRPEKIETEREZRRER
&/KF

R-IBZERFANA=ZTH BREFRAQFITHAER
BAGN AT AR AR ARG RABERO T AR
BERFLAEEANEXVEE 2RI HENE AR
A AARAREES KRG RPIFEIB6HEREFE
ZERMARE R AR

Long positions in ordinary shares of HK$0.10 each of the REAQATAEREECICGELEERZERE
Company
% of the
Number of issued share
Name Type of interest held shares held capital
HEBITRAE
=g Fris Rz 8 A ST S Aok
Marietta Limited Beneficial owner (Note a) 193,263,158 41.92%
EnER A (Ffita)
Neon Liberty Capital Investment manager 51,316,000 11.13%
Management, LLC KEKIE
UBS AG Person having a security interest in shares 46,258,000 10.03%
RERODERERZ 2 AL
Cheah Cheng Hye Interest of a controlled corporation (Note b) 39,600,000 8.59%
EDERE; R LAEER (HMab)
Value Partners Limited Investment manager 39,600,000 8.59%
RERE
Neon Liberty Emerging Beneficial owner 27,510,000 5.97%

Markets Fund, Ltd.

EDEAA
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Interest and short positions of shareholders
discloseable under the SFO (continued)
Long positions in ordinary shares of HK$0.10 each of the

Company (continued)
Notes:

(@)  These shares are registered in the name of and beneficially owned by Marietta Limited,
the entire issued share capital of which is registered in the name of and beneficially
owned by Mr. Yang Yirong.

(b)  These shares are registered in the name of and beneficially owned by Value Partners
Limited, approximately 32.77% of the issued share capital of which is registered in
the name of and beneficially owned by Mr. Cheah Cheng Hye.

Other than as disclosed above, the Company has not been notified
by any persons, other than the Directors and chief executives of the
Company, who had interest or short positions in the shares or
underlying shares of the Company as at 30 June 2006.

Arrangements to purchase shares or debentures

At no time during the year was the Company, or any of its subsidiaries,
a party to any arrangements to enable the Directors or chief executives
of the Company or their spouses or children under 18 years of age to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate with the exception of
the Company’s share option scheme, details of which are set out in
the above section under the heading “Share options”.

RERSZRBERINATREZRRER
KRB (&)
RAERBEREEICGELTEBRZFR (&)

P :

(@) &ERIDAMarietta LimitedZ 2 & &L WHZ AR EEES M
Marietta Limited 2 & 2 /TR ABIAG R Bl oA 2 BRER I
MEESES-

(b) EZZER(D LAValue Partners LimitedZ B & E S WHZ A R Ex
A +Value Partners Limited#732.77% B 21T AN A E S £
EEERD WARESES-

i
Z

BREXHEEIN ARFRABEENG R _TTRF
T_A=1T—"RB BRESERAQBATRAHAINF
FEAALTRARR Z RO HABBRO hHEB K

NN
KB o

BERODREF2RH

P RIEMESR - A A RIS AE M B 2 RBE & T2
EARH BEEERADATRERARE 2B
SR+ N\ T LA AR AR fEA
58 2 R 1A S (B 55 T ) HE BB AR 1 R AR AR et 31
FIBE & RIS AR B EA L3 TR — 55

T T /X 4 R Hi 3R 45 INTERIM REPORT 2006 35



Other Information !

Ht & #

Interim dividend

The Directors have resolved to pay an interim dividend of HK0.8 cents,
equivalent to approximately RMBO0.82 cents, per share for the six
months ended 30 June 2006 (six months ended 30 June 2005: HKO.8
cents, equivalent to approximately RMB0.83 cents, per share) to the
shareholders whose names appear on the register of members of the
Company on 10 November 2006.

Closure of register of members

The register of members of the Company will be closed from 8
November 2006 to 10 November 2006, both days inclusive, during
which period no transfer of shares shall be effected. In order to qualify
for the interim dividend, all properly completed transfer forms
accompanied by the relevant share certificates must be lodged with
the Company’s branch share registrar and transfer office in Hong Kong,
Tengis Limited at 26th Floor, Tesbury Centre, 28 Queen’s Road East,
Wanchai, Hong Kong, not later than 4:00 p.m. on 7 November 2006.

Model codes for securities transactions by
directors of listed companies

The Company has adopted a code of conduct with standards not
lower than those prescribed under the Model Code as set out in
Appendix 10 to the Listing Rules for securities transactions by Directors.
Upon enquiry by the Company, all Directors have confirmed that they
have complied with the required standards as set out in the Model
Code and the Company’s code of conduct regarding securities
transactions by Directors throughout the six months ended 30 June
2006.

Purchase, sale or redemption of the company’s
listed shares

During the six months ended 30 June 2006, the Company had not
redeemed, and neither the Company nor any of its subsidiaries had
purchased or sold any of the Company’s listed shares.

Audit committee

The audit committee of the Company has reviewed with the
management in relation to the accounting principles and practices
adopted by the Group and discussed internal controls and financial
reporting matters including a review of the unaudited condensed
consolidated interim financial information for the six months ended
30 June 2006.
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to all our staff for their dedication, hard work and contribution during
the period. In addition, we would like to thank all our shareholders
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By order of the Board
YANG YIRONG
Chairman & President

Hong Kong, 13 September 2006

36 AR Hl{E T £ B A R A 5]ECOGREEN FINE CHEMICALS GROUP LIMITED

RHRE
EZRAMBE_TTERFARA=ZTHLEANER @
RZZBEZEXRF+—ATRBIRRFKRREMZ K
RORM P HR S ER0.8EI RER02IAR
B BE_ZEZRFANA=THILREAR: 80.8%
il M8 & 720.837& M) °

EEMERNBFEFE
ARTBR-FEAET—ANAE-FTAET
—F+A (REERMA) SHYEHERRELTF
B MAETENERANBSEET M AHAAR
RS2 A A E AR BFREERAN
BE AR -FEAET—ALA FEMBENER
ARBBRMBPECY RERKARAR WU SHE
7 2 /B A R 285 48 BB 7R L 2618 ¢

LT RAESETESZRZNEESTA

ARFERMNZETTRR £ AR RIS 1057 SR
ETAERESETESFRIRE IR TER AR
ARELERR 2BREFERR RERNBE_Z
ERFRNA=ZTHLEANEA —BEEFRESTH RA
RABBEFETESF R ZBETEARHRTER

%o

BE - LEITEEAQF 2z L kRH

BE_TERFAA=THIEANEARA ARBLERE
B MARRSEEFMMBARTEBERLERR
AE WD -

BEREZES
ARRAIBEREEGCAEEEEMASEMRMR
B RARER W ARABERERMERREE
B eRRMAE—TTAFAASTALEAEAZ
REBXMALRE D ARBER -

Bt
AANEBRREZERNE2BEIRHRNZBH EN K
BREBUAROH B LIN HAIELAZEBERY A
SEZRNXFEREPHETEH RS BUARMN -

AEES W0
FEFERE
BE#

&5 —FEATAATEA



l{m

Fine Chemicals

EcoGreen Fine Chemicals Group Limited
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