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Global Green Tech Group Limited

(incorporated in the Cayman Islands with limited liability)
Stock Code: 274

ANNUAL RESULTS ANNOUNCEMENT
FOR THE YEAR ENDED 31 DECEMBER 2007

ANNUAL RESULTS
The Directors of Global Green Tech Group Limited (the “Company”) are pleased to 
announce the audited consolidated results of the Company and its subsidiaries (the 
“Group”) for the year ended 31 December 2007 as follows:

CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2007

  2007 2006
 Note HK$’000 HK$’000

Turnover 4,5 1,071,833 846,916 
Cost of sales  (526,571) (475,154) 
   

Gross profit  545,262 371,762
 
Valuation gain on investment properties  3,013 –
Other revenue and net income 6 107,461 83,669
Selling and distribution expenses  (83,782) (50,890)
General and administrative expenses  (138,996) (89,411)
   

 
Profit from operations  432,958 315,130
Finance costs 7(a) (14,377) (13,770)
   

Profit before taxation 7 418,581 301,360
Income tax 8(a) (60,122) (30,219)
   

Profit for the year  358,459 271,141
   

Attributable to: 
 Equity shareholders of the Company  311,772 197,039
 Minority interests  46,687 74,102
   

Profit for the year  358,459 271,141
   

Dividends 9 – 31,397
   

Earnings per share 
 Basic 10(a) HK$0.2785 HK$0.1972
   

 Diluted 10(b) HK$0.2571 HK$0.1962
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CONSOLIDATED BALANCE SHEET
As at 31 December 2007
  2007 2006 
 Note HK$’000 HK$’000

Non-current assets
 Goodwill  459,428 –
 Property, plant and equipment  1,085,699 940,350
 Investment properties  23,500 19,240
 Prepaid lease payments for land
  under operating leases  172,964 128,255

 Intangible assets  27,563 32,791
 Deposits for acquisition of property, plant
  and equipment  173,737 207,110
 Deposits for acquisition of interests in leasehold
  land held for own use under operating leases  – 39,015
 Deposits for acquisition of intangible assets  14,070 13,272
 Other deposits and club debenture  170 170
 Deferred tax assets  – 7,355
   

  1,957,131 1,387,558 
Current assets 
 Prepaid lease payments for land under
  operating leases  2,966 2,951
 Trading securities  198,786 176,276
 Inventories  51,217 33,200
 Trade and other receivables 11 166,762 129,369
 Loan receivables  185,437 23,000
 Fixed bank deposits  42,733 – 
 Cash and cash equivalents  472,989 405,181

  1,120,890 769,977

Current liabilities
 Trade and other payables 12 (163,572) (183,989)
 Current portion of long-term bank loans  (60,000) (60,000)
 Current portion of obligations under finance
  leases  (39) (39)
 Tax payable  (44,885) (31,143)

  (268,496) (275,171)
   

Net current assets  852,394 494,806
   

Total assets less current liabilities  2,809,525 1,882,364

Non-current liabilities
 Long-term bank loans  (180,000) (140,000)
 Obligations under finance leases  (34) (73)
 Deferred tax liabilities  (826) (430)
 Convertible preference shares  (134,191) –
   

  (315,051) (140,503)
   

NET ASSETS  2,494,474 1,741,861
   

CAPITAL AND RESERVES 
 Share capital  118,334 104,658 
 Reserves  2,255,459 1,629,249 
   

Total equity attributable to equity
 shareholders of the Company  2,373,793 1,733,907 
Minority interests  120,681 7,954 
   

TOTAL EQUITY  2,494,474 1,741,861 
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For The Year Ended 31 December 2007

 Attributable to equity holders of the Company
 

        Convertible

     Share-based  Exchange preference

  Share Share Capital compensation Statutory fluctuation  share Retained  Minority Total

  capital premium reserve  reserve  reserve  reserve  reserve  profits Total interests equity

  HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

At 1 January 2006  93,519 690,904 900 17,086 18,694 3,964 – 614,385 1,439,452 33,852 1,473,304

Exercise of warrants  692 5,989 – – – – – – 6,681 – 6,681

Exercise of share options  10,447 87,984 – (16,896) – – – – 81,535 – 81,535

Equity settled share–based payments transactions  – – – 11,135 – – – – 11,135 – 11,135

Dividend paid to a minority shareholder  – – – – – – – – – (100,000) (100,000)

2005 final dividend paid  – – – – – – – (20,396) (20,396) – (20,396)

Exchange difference on translation of financial

 statements of overseas subsidiaries  – – – – – 18,461 – – 18,461 – 18,461

Profit for the year  – – – – – – – 197,039 197,039 74,102 271,141
            

At 31 December 2006 and 1 January 2007  104,658 784,877 900 11,325 18,694 22,425 – 791,028 1,733,907 7,954 1,741,861

Exercise of warrants  8,549 74,930 – – – – – – 83,479 – 83,479

Exercise of share options  5,127 52,078 – (11,640) – – – – 45,565 – 45,565

Transfer to statutory reverse  – – – – 70,111 – – (70,111) – – –

Equity settled share-based payments transactions  – – – 9,239 – – – – 9,239 – 9,239

2006 final dividend paid  – – – – – – – (32,772) (32,772) – (32,772)

Exchange difference on translation of financial

 statements of overseas subsidiaries  – – – – – 30,709 – – 30,709 – 30,709

Arising from acquisition of additional interest in 

 a subsidiary  – – 165,259 – – – – – 165,259 66,040 231,299

Issue of convertible preference

 shares of a subsidiary  – – – – – – 26,635 – 26,635 – 26,635

Profit for the year  – – – – – – – 311,772 311,772 46,687 358,459
            

At 31 December 2007  118,334 911,885 166,159 8,924 88,805 53,134 26,635 999,917 2,373,793 120,681 2,494,474
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Notes:

1. BASIS OF PREPARATION

The financial statements have been prepared in accordance with the same accounting policies 

adopted in the 2006 annual financial statements, except for the changes in accounting policies set 

out in note 2. The financial statements have been reviewed by the Company’s audit committee. 

The financial information set out in this announcement does not constitute the Group’s statutory 

financial statements for the year ended 31 December 2007, but is derived from those financial 

statements.

2. SIGNIFICANT ACCOUNTING POLICIES

a) Statement of compliance

These financial statements have been prepared in accordance with all applicable Hong Kong 

Financial Reporting Standards (“HKFRSs”), which collective term includes all applicable 

individual Hong Kong Financial Reporting Standards, Hong Kong Accounting Standards 

(“HKASs”) and Interpretations issued by (“HKICPA”), accounting principles generally 

accepted in Hong Kong and the disclosure requirements of the Hong Kong Companies 

Ordinance. These financial statements also comply with the applicable disclosure provisions 

of the Rules Governing the Listing of Securities on the SEHK. A summary of the significant 

accounting policies adopted by the Company and its subsidiaries (collectively referred to the 

“Group”) is set out below.

The HKICPA has issued certain of new and revised HKFRSs that are first effective or 

available for early adoption for current accounting period of the Group and the Company. 

Note 3 provides information on the changes in accounting policies resulting from initial 

application of these developments to the extent they are relevant to the Group for the current 

and prior accounting periods reflect in these financial statements.

b) Basis of preparation of the financial statements

The consolidated financial statements for the year ended 31 December 2007 comprise the 

Company and its subsidiaries.

The preparation of financial statements are conformity to HKFRSs requires management 

to make judgements, estimates and assumptions that affect the application of policies and 

reported amounts of assets, liabilities, income and expenses. The estimates and associated 

assumptions are based on historical experience and various other factors that are believed 

to be reasonable under the circumstances, the results of which form the basis of making the 

judegments about carrying values of assets and liabilities that are not readily apparent from 

other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to 

accounting estimates are recognised in the period in which the estimate is revised if the 

revision affects only that period, or in the period of the revision and future periods if the 

revision affects both current and future periods.
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3. POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS 
ISSUED BUT NOT YET EFFECTIVE FOR THE YEAR ENDED 31 DECEMBER 2007

Up to the date of issue of these financial statements, the HKICPA has issued a number of 
amendments, new HKFRSs, HKASs and interpretations which are not yet effective for the year 
ended 31 December 2007 and which have not been adopted in the financial statements.

The Group is in the process of making an assessment of what the impact of these amendments, new 
HKFRSs, HKASs and interpretations is expected to be in the period of initial application. So far 
it has concluded that the adoption of them is unlikely to have a significant impact on the Group’s 
results of operations and financial position.

The new standards, amendments to standards and interpretations have been issued but are not 
effective for year ended 31 December 2007 and have not been early adopted by the Group are as 
follows:

HKAS 1 (Revised) Presentation of Financial Statements1

HKAS 23 (Revised) Borrowing Costs1

HKFRS 8 Operating Segment1

HK(IFRIC) – Int 11 HKFRS 2: Group and Treasury Share Transactions2

HK(IFRIC) – Int 12 Service Concession Arrangements3

HK(IFRIC) – Int 13 Customer Loyalty Programmes4

HK(IFRCI) – Int 14 HKAS 19 – The Limit on a Defined Benefit Asset, 
  Minimum Funding Requirements and their Interaction3

1 Effective for annual periods beginning on or after 1 January 2009.
2 Effective for annual periods beginning on or after 1 March 2007.
3 Effective for annual periods beginning on or after 1 January 2008.
4 Effective for annual periods beginning on or after 1 July 2008.

4. TURNOVER

The principal activities of the Group are manufacturing and sale of household products, industrial 
products, cosmetics and skincare products and biotechnology products with medical and cosmetic 
applications, provision of loan financing services and investment and/or trading in market 
securities, bonds, foreign currencies, various funds and other income generated fixed assets’s 
portfolios.

Turnover represents the sales value of goods supplied to customers net of value added tax, sales 
returns and discount. The amount of each significant category of revenue recognised in turnover 
during the year is as follows:

 The Group
 2007 2006
 HK$’000 HK$’000

Household products 167,191 166,176
Industrial products 296,395 258,032
Cosmetics and skincare products 583,267 409,479
Bio-technology products 7,781 7,128
Investments 17,199 6,101
  

 1,071,833 846,916
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5. SEGMENT REPORTING

Primary reporting format – business segments

 Household  Cosmetics and Bio-technology

  products Industrial products skincare products products Investments Consolidated

 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

Revenue from external customers 167,191 166,176 296,395 258,032 583,267 409,479 7,781 7,128 17,199 6,101 1,071,833 846,916
            

Segment results 42,442 32,382 72,738 24,483 296,891 210,400 1,580 (5,063) 20,773 35,129 434,424 297,331
            

Unallocated operating income and expenses           (1,466) 17,799
            

Profit from operations           432,958 315,130

Finance costs           (14,377) (13,770)
            

Profit before taxation           418,581 301,360

Income tax           (60,122) (30,219)
            

Profit for the year           358,459 271,141
            

Depreciation 16,218 15,736 25,175 24,430 34,141 9,975 601 738 – – 76,135 50,879

Amortision 2,802 3,446 4,350 5,350 2,584 3,358 104 95 – – 9,840 12,249

Loss /(gain) on disposal of property,

 plant and machinery 593 (191) 920 (293) – – 21 (7) – – 1,534 (491)

Net unrealised gain on trading securities – – – – – – – – (27,342) (32,545) (27,342) (32,545)

Write off of inventories – – – – – 35,543 – – – – – 35,543

Write back of impairment loss on inventories (73) (172) (113) (227) (2,467) – (3) – – – (2,656) (399)

Impairment loss on trade and other receivables 3,435 – 5,333 – – – 127 – – – 8,895 –

Write off of bad debts 49 50 75 65 1,952 – 2 – – – 2,078 115

Bad debts recovery (45) – (70) – (6,128) – – – – – (6,243) –
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 Household  Cosmetics and Bio-technology

 products Industrial products skincare products products Investments Consolidated

 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006 2007 2006

 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

 

Segment assets 298,143 256,464 462,810 415,253 1,183,698 604,083 35,755 67,215 386,644 191,906 2,367,050 1,534,921

Investment properties           23,500 19,240

Cash and cash equivalents           472,989 405,181

Other unallocated assets           214,482 198,193
            

Total assets           3,078,021 2,157,535
            

Segment liabilities 41,511 25,187 69,075 39,105 89,721 141,491 – 1,079 959 1,004 201,266 207,866

Unallocated liabilities           382,281 207,808
            

Total liabilities           583,547 415,674
            

Capital expenditure 11,421 151,535 17,728 235,267 129,739 172,175 423 6,489 – – 159,311 565,466

Unallocated capital

 expenditure           1,808 190
            

           161,119 565,656
            

6. OTHER REVENUE AND NET INCOME

 2007 2006

 HK$’000 HK$’000

Royalty income – 446

Government grants 823 –

Bank interest income 4,094 5,065

Loan interest income 8,767 2,957

Other interest income 205 261

Rental income from operating leases 2,539 4,421

Gain on disposal of property, plant and equipment – 491

Write back of impairment loss on inventories 2,656 399

Bad debts recovery 6,243 –

Net unrealised gain on trading securities 27,342 32,545

Net exchange gain 52,133 35,365

Sales of scrap materials 1,063 226

Others 1,596 1,493
  

 107,461 83,669
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7. PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging:

 2007 2006

 HK$’000 HK$’000

a) Finance costs

Interest expense on bank advances and other 

 borrowings wholly repayable within five years 13,815 10,160

Finance charges on obligations under finance leases 4 4

Other borrowing costs 558 3,606
  

Total borrowing costs 14,377 13,770
  

b) Staff costs (excluding directors’ remuneration)

Salaries, wages and other benefits 47,580 31,864

Equity settled share-based payment expenses 9,180 4,412

Contributions to defined contribution retirement plans 552 463

Unutilised annual leave 223 106
  

 57,535 36,845
  

c) Other items

 

Auditors’ remuneration 4,006 2,305

Cost of inventories 438,552 434,105

Depreciation

 – assets held under finance leases 18 18

 – other assets 76,117 50,861

Amortisation

 – prepaid lease payments for land under operating leases 2,851 2,790

 – intangible assets 6,989 9,459

Loss on disposal of property, plant and equipment 1,534 –

Impairment loss on trade and other receivables 8,895 –

Write off of bad debts 2,078 115

Write off of inventories – 35,543

Operating lease charges: minimum lease payments

 – property rentals 6,901 5,715

Research and development costs 6,306 4,979
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8. INCOME TAX IN THE CONSOLIDATED INCOME STATEMENT

a) Income tax in the consolidated income statement represents:

 2007 2006 

 HK$’000 HK$’000

Current tax – Hong Kong profits tax
 Provision for the year 2,151 511

Current tax – Overseas income tax
 Provision for the year 50,220 30,636

 Under-provision in prior year – 888

 50,220 31,524

Deferred tax
 Origination and reversal of temporary differences 7,751 (1,816)

  

 60,122 30,219
  

Provision for Hong Kong Profits Tax is calculated at 17.5% (2006: 17.5%) on the estimated 

assessable profits for the year. Taxation for overseas subsidiaries is charged at the 

appropriate current rates of taxation ruling in the relevant countries.

b) Reconciliation between tax expense and accounting profit at applicable tax rates is as 

follows:

 2007 2006

 HK$’000 HK$’000

 

Profit before taxation 418,581 301,360

Notional tax on profit before taxation, calculated at 

 the rates applicable to profits in the countries concerned 119,811 46,626

Tax effect of non-deductible expenses 32,129 3,077

Tax effect of non-taxable income (26,052) (16,649)

Tax effect of difference in depreciation between

 accounting and tax base (741) –

Tax effect of unused tax losses not recognised 19,533 6,528

Tax effect of utilisation of tax losses not recognised (3,350) (436)

Preferential tax treatment (note) (88,010) (8,927)

Deferred tax assets overprovided in prior years 7,355 –

Deferred tax liabilities overprovided in prior years (553) –
  

Tax expense for the year 60,122 30,219
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Note: 

Overseas tax provision is required to be made in respect of Dongguan Proamine Chemicals 

Co., Limited (“Dongguan Proamine”), Dongguan Gao Bao Chemicals Co., Limited 

(“Gao Bao Chemical”), Global Cosmetics (China) Co., Limited (“Global Cosmetics”), 

and Dongguan Polygene Biotech R&D Co., Limited (“Dongguan Polygene”), all of them 

are subsidiaries of the Company established in the PRC. In accordance with the relevant 

income tax rules and regulations, the enacted income tax rate is 33%. In accordance with 

the relevant income tax rules and regulations of Dongguan Province, Global Cosmetics 

is entitled to preferential tax treatment by reducing the Foreign Enterprise Income Tax 

(“FEIT”) rate to 24%. After the implementation of New Law, the tax rate is unified at 25% 

for the year ending 31 December 2008.

Pursuant to a letter of approval issued by the local tax authority on 8 April 2005. Global 

Cosmetics was exempted from FEIT for the first two profitable years of its operations 

after offsetting prior years’ losses and is entitled to a 50% reduction on the FEIT for the 

following three years. Global Cosmetics began its first two profitable years in the year ended 

31 December 2004 and 2005, and is subject to PRC FEIT at a rate of 12% for each of the 

three years ended 31 December 2008.

On 30 May 2003, Dongguan Proamine was accredited by the Department of Science and 

Technology of Guangdong Province as a Hi-and-New Tech Enterprise (“高新技術企業外
商投資企業”) of Guangdong Province. On 16 January 2004, Dongguan Proamine received 
a written confirmation from Dongguan Local Tax Bureau that it was entitled to a reduced 

income tax rate of 15% for the period from 1 January 2003 to 31 December 2005. Also, on 1 

June 2005, Dongguan Proamine continued to be accredited as a Hi-and-New Tech Enterprise 

of Guangdong Province and the income tax rate remained as 15% for 2006 and 2007.

Pursuant to a letter of approval issued by the local tax authority on 1 July 2005, Gao Bao 

Chemical was exempted from EIT for the first two profitable years of its operations after 

offsetting prior years’ losses and are entitled to a 50% reduction on the EIT for the following 

three years. Gao Bao Chemical began its first profitable year in the year ended 31 December 

2005 and obtained tax exemption for 2005 and 2006, and was entitled to a reduced income 

tax rate for 2007, 2008 and 2009.

9. DIVIDENDS

Dividends payable to equity shareholders of the Company attributable to the current financial 
year

 2007 2006

 HK$’000 HK$’000

Final dividend proposed after the balance sheet date of 

 nil (2006: HK$0.03) per ordinary share – 31,397
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10. EARNINGS PER SHARE

a) Basic earnings per share

The calculation of basic earnings per share is based on the profit attributable to 

ordinary equity shareholders of the Company of approximately HK$311,772,000 (2006: 

HK$197,039,000) and the weighted average of approximately 1,119,389,000 shares (2006: 

999,418,000 shares) in issue during the year, calculated as follows:

 2007 2006

 ’000 ’000

Issued ordinary shares at 1 January 1,046,579 935,193

Effect of warrants exercised 45,677 4,340

Effect of share options exercised 27,133 59,885
  

Weighted average number of ordinary

 shares at 31 December 1,119,389 999,418
  

b) Diluted earnings per share

The calculation of diluted earnings per share is based on the profit attributable to 

ordinary equity shareholders of the Company of approximately HK$311,772,000 (2006: 

HK$197,039,000) and the weighted average number of diluted ordinary shares of 

approximately 1,212,833,000 shares (2006: 1,004,435,000 shares), calculated as follows:

 2007 2006

 ’000 ’000

Weighted average number of ordinary 

 shares at 31 December 1,119,389 999,418

Effect of deemed issue of shares attributable to the

 Company’s instrument of warrants 51,797 –

Effect of deemed issue of shares under the

 Company’s share option scheme 41,647 5,017
  

Weighted average number of ordinary shares

 (diluted) at 31 December 1,212,833 1,004,435
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11. TRADE AND OTHER RECEIVABLES

 The Group
 2007 2006

 HK$’000 HK$’000

 

Trade receivables 96,000 103,768

Bills receivables 12,662 4,591
  

 108,662 108,359

Prepayments, deposits and

 other receivables 58,100 21,010
  

 166,762 129,369
  

The ageing analysis of the trade and bills receivables is as follow:

 The Group
 2007 2006

 HK$’000 HK$’000

 

Within 30 days 100,681 93,740

31 – 60 days 6,492 8,236

61 – 90 days 4,531 4,431

Over 90 days 6,578 16,259
  

 118,282 122,666

 

Less: Impairment loss on trade receivables (9,620) (14,307)
  

 108,662 108,359
  

The normal credit period granted to the customers of the Group is 30 to 180 days (2006: 30 to 180 

days). Impairment loss on trade receivables was made and thereafter written off when collection of 

full amount was no longer probable. Bad debts are written off as incurred.

Included in trade and bills receivables in the balance sheet are mainly the following amounts 

denominated in a currency other than the functional currency of the Company to which they relate:

 The Group
 2007 2006

 ’000 ’000

 

Renminbi (“RMB”) 100,384 99,430

United States Dollars (“US$”) 744 360
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Movement of impairment loss on trade receivable are as follows:

 The Group
 2007 2006

 HK$’000 HK$’000

 

At 1 January 14,307 14,046

Bad debts recovery (6,243) –

Impairment loss on trade receivables recognised during

 the year 903 –

Exchange adjustment 653 261
  

At 31 December 9,620 14,307
  

12. TRADE AND OTHER PAYABLES

 The Group
 2007 2006

 HK$’000 HK$’000

 

Trade payables 71,510 76,399

Bills payable 15,531 7,334
  

 87,041 83,733

 

Accrued liabilities and other

 payables 76,531 100,256
  

 163,572 183,989
  

The ageing analysis of the trade and bills payable is as follow:

 The Group
  2007 2006

  HK$’000 HK$’000

 

Within 30 days 45,872 29,521

31-60 days 23,954 17,791

61-90 days 8,128 9,803

Over 90 days 9,087 26,618
  

  87,041 83,733
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Included in trade payables in the balance sheet are mainly the following amounts denominated in a 

currency other than the functional currency of the Company to which they relate:

 The Group
 2007 2006

 ’000 ’000

 

RMB 60,348 72,815

US$ 2,879 –
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BUSINESS REVIEW

2007 is an exceptional year for Global Green, which it attained a turnaround result 
for the year ended 31 December 2007. Turnover rose to HK$1,071.83 million, 
representing an increase of 26.56% from that of HK$846.92 million a year ago. Gross 
profit increased to HK$545.26 million, representing an increase of 46.67% from that 
of HK$371.76 million in the last year. Profit increased to HK$358.46 million, 32.2% 
above last year’s HK$271.14 million. Basic earnings per share was HK$0.2785 (2006: 
HK$0.1972).

In 2007, the cosmetics and skincare business remained the Group’s largest contributor 
to the revenues and net profits. Appreciation in value of investment in securities and 
income generated from bonds, foreign currencies and other fixed income assets portfolio 
are also key contributing components of the revenues and net profits. At the meantime, 
our core businesses, industrial surfactants and home and personal care products, 
continued to generate stable recurring income and profits to the Group.

OPERATIONAL REVIEW

I. Household Products

For the period under review, turnover of household products increased to 
HK$167.19 million, representing a slightly increase of 0.61% from a year ago and 
accounting for 15.60% of the Group’s total turnover.

Despite the cost increase in major raw materials and keen market competition, the 
Group was able to strategically shift part of its cost to customers. With a strong 
R&D team, the Group could also regularly introduce new products to address the 
more sophisticated customer needs. The Group believes that with its competitive 
pricing and marketing strategy, this segment will maintain a steady growth and be 
an ongoing momentum of the Group.

II. Industrial Surfactants

For the year ended 31 December 2007, turnover of industrial surfactants went up 
by 14.87% reaching HK$296.4 million, accounting for 27.65% of the Group’s total 
turnover.

Industrial surfactants, with a long operation history and a strong customer base, 
used to be the Group’s primary business. The Group was able to boost up its 
profit margin through continuous implementation of cost control measures. Its 
environmental-friendly industrial surfactants were also benefited from the rising 
awareness of environmental protection issue by the PRC Government. The Group 
will continue to lower the production costs of this segment by means of production 
of industrial enzymes and development of substitute materials. The new factory for 
production of replacement materials will help to minimise the Group’s exposure to 
risks from increase or fluctuation of production costs of industrial segment.
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III. Cosmetics And Skincare Products

During the review period, turnover of cosmetics and skincare products rose 42.44% 
to HK$583.27 million, accounting for 54.35% of the Group’s total turnover. This 
segment has become one of the key growth drivers of the Group.

The PRC economy continued its rapid growth in the year 2007. The domestic 
consumption sector also recorded an impressive growth, in particular the retail 
industry which lifts the demand surge for high quality cosmetics and skincare 
products. The Group’s effective branding strategy with celebrity spokesperson, 
sponsorship of television programmes, and advertising campaigns through variety 
of media continued to strengthen our brand name amongst consumers and led to 
increase in sales.

With a state-of-the-art GMP-production base and R&D technique, the Group 
continued its expansion into the European and North American markets by 
providing ODM cosmetics and skincare products in the formats of gift and 
premium. This fast growing business registered a significant growth in revenue 
again in the year 2007.

In December 2007, one of our major cosmetics branch subsidiaries in the PRC, 
Global Cosmetics (China) Company Limited was awarded “High New Technology 
Enterprise in Guangdong” (廣東省高新技術企業) by the Guangdong Science 
and Technology Council (廣東省科學技術廳). By obtaining this award, Global 
Cosmetics (China) Company Limited will enjoy a preferential state income tax 
rate of 15% from the years 2009 to 2013 (both years inclusive).

IV. Biotechnology Products

The biotechnology products business comprises mainly production of patented 
biotech raw materials for medical companies and internally consumption.

V. Investments

The Group’s investment portfolio had got a significant appreciation as at 31 
December 2007. During the year ended 31 December 2007, total amount of 
operating profit generated in this segment reached HK$20.77 million as compared 
with HK$35.13 million in the last year. As at 31 December 2007, total market 
value of marketable securities held by the Group amounted to HK$198.79 million.
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ANALYSIS OF OPERATING EXPENSES

Selling and distribution expenses for the year ended 31 December 2007 amounted to 
HK$83.78 million representing 7.82% of turnover compared with that of HK$50.89 
million or 6.01% of turnover for last year. As compared with last year, the amount 
spending on advertising and promotion of cosmetics and skincare products increased by 
HK$30.78 million.

General and administrative expenses was HK$139 million or 12.97% of turnover for 
the year ended 31 December 2007 compared to that of HK$89.41 million or 10.56% 
of turnover for the preceding year, due to increase in professional and consultancy fee 
associated with preparation of spinning off of cosmetics group by HK$31.92 million, 
increase in salaries by HK$11.65 million, increase in auditors’ remuneration by HK$1.7 
million and the increase in general provision for receivables.

Total depreciation charges for fixed assets for the year ended 31 December 2007 
amounted to HK$76.14 million (2006: HK$53.67 million), due to completion of the 
new production complex and staff quarters for cosmetics and skincare products and 
commence operation of the new machineries and equipments installed.

Total amortisation charges for intangible assets and leasehold hand for own use 
amounted to HK$9.84 million (2006: HK$12.25 million)

Finance costs for the year ended 31 December 2007 amounted to HK$14.38 million, 
mainly due to interest expenses of the syndicated loan.

USE OF PROCEEDS FROM ISSUE OF SHARES AND WARRANTS

During the year, 51,274,500 share options and 85,492,524 warrants were exercised at an 
average exercise price of HK$0.89 per ordinary share and HK$0.98 per ordinary share 
respectively with gross cash proceeds of approximately HK$129.05 million, before any 
related expenses. The net proceeds from exercise of share options and warrants were 
used to finance general working capital requirement. The exercise of 51,274,500 share 
options and 85,492,524 resulted in the issue of 136,767,024 additional ordinary shares 
of the Company.

LIQUDITY AND FINANCIAL RESOURCES

The Group maintained cash or cash equivalent of approximately HK$515.72 million 
as at the balance sheet date. The Group adopts conservative treasury policies in cash 
and financial management. Most of the retained cash was placed as Renminbi and 
Hong Kong Dollar short term deposits and therefore exposure to exchange fluctuations 
was minimal. The Group also invested in a combination of portfolio investments such 
as marketable securities, bonds, funds, foreign currencies and fixed income assets in 
order to increase the financial returns. Shareholders’ fund as at 31 December 2007 was 
HK$2,373.79 million compared with that of HK$1,733.91 million as at 31 December 
2006, representing an increase of HK$639.88 million or 36.9%.
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The Group’s capital expenditure for the year ended 31 December 2007 amounted to 
HK$161.12 million were funded from cash generated from operations and bank loans.

The indebtedness of the Group mainly comprises of trust receipt loans, bank loans and 
finance leases which are largely denominated in Hong Kong dollars and Renminbi. The 
Group’s borrowings are closely monitored to ensure a smooth repayment schedule to 
maturity.

The banking facilities mainly comprised of trust receipt loans and invoice financing 
loan of tenor up to 120 days from the invoice date. The bank interest rates are fixed by 
reference to either the Hong Kong Prime rate or the Hong Kong Interbank Offer Rate.

As at 31 December 2007, the Group’s banking facilities had been utilized to the extent 
of approximately HK$255.53 million which included the syndicated loan.

The Group’s inventory turnover period was 53 days. Debtor’s and creditor’s turnover 
periods were approximately 37 days and 58 days respectively.

Debt to equity ratio (total interest bearing debts over shareholders’ funds) and 
gearing ratio (total interest bearing debts over total assets) were 15.77% and 12.16% 
respectively whereas current ratio and interest cover were 4.17 and 30.11 respectively.

PROSPECTS

New Buisiness with Enormous Potential – Green Recycle Energy

Regarding the green energy recycling project (the “Project”), the Hong Kong 
Science and Technology Parks Corporation of HKSAR Government granted a site of 
approximately 24,000 square metres in the Yuen Long Industrial Estate at approximately 
HK$39.01 million for the Group to set up its recycle energy business. Construction 
work is expected to complete in the second half of 2008 and production will commence 
in the second quarter of 2009. The Group believes that this business will become one of 
the major sources of revenue to the Group in future.

The Group will first develop the Hong Kong market, mainly through wholesaling high 
quality petroleum products to different public transportation corporations. In the long 
run, the Group targets to expand the business to overseas markets under high oil price 
pressure, such as Singapore, Malaysia and Japan. The Group believes its development 
strategy will accelerate its growth and bring remarkable returns to shareholders.
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BIOTECH PRODUCTS

Through years of collaboration with R&D team in University of Hong Kong as well 
as the grant from Innovation and Technology Fund of the HKSAR Government, the 
industrial enzymes entered the final phrase of commercialization. The Directors believe 
that this business will start bringing revenues to industrial segment by 2008. The Group 
also believes that the production of industrial enzymes will greatly reduce its reliance 
on overseas import as well as production costs.

COSMETICS AND SKINCARE PRODUCTS

Currently, the Group has nine product series which are under the brand name of 
“Marjorie Bertagne (MB)”. Besides, we have also developed colour cosmetics and 
personal care products through our in-house products design and development team, 
under our own private label brand names, targeting at overseas and the PRC markets in 
2008.

Other than that, we also design and produce high quality skincare products, colour 
cosmetics and toiletries for our ODM and OEM customers in Europe and United States 
at competitive prices. As part of the “one-stop service” of this ODM and OEM business, 
we also provide research, development, sourcing, merchandising and technical enquires 
to our customers.

DIVIDEND

The Directors do not recommend payment of a final dividend for the year ended 31 
December 2007 (2006: HK$0.03 per ordinary share). Capital will be reserved to fund 
the research and development of the Group’s green energy recycling project.

AUDIT COMMITEE

The Company’s Audit Committee comprises three Independent Non-executive Directors, 
namely Mr. Ou Ying Ji, Mr. Lin Jian and Mr. Lee Pak Chung.

The written terms of reference which describe the authority and duties of the Audit 
Committee were prepared and adopted with reference to “A Guide for The Formation 
of An Audit Committee” published by the Hong Kong Society of Accountants. The 
principal activities of the Audit Committee include the review and supervision of the 
Group’s financial reporting process and internal controls.

The Audit Committee met twice during the year of 2007 in conjunction with the 
auditors to review the internal controls, interim results and final accounts of the Group 
prior to recommending them to the Board for approval.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s Articles of 
Association and there are no restrictions against such rights under the laws in the 
Cayman Islands.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

During the year, the Company did not repurchase its own shares.

EMPLOYEES AND REMUNERATION POLICIES

The Group’s clear and effective management policies have enabled it to maintain good 
staff relations. It has not encountered any difficulties in recruiting experienced personnel 
and there has not been any interruption to its operations as a result of labour disputes. 
The Group provides social security benefits encompassing the mandatory provident 
fund and health insurance scheme to all its employees. It does not shoulder any material 
liability arising from the relevant statutory retirement scheme.

As at 31 December 2007, the Group had 1,264 salaried employees of which 1,188 and 
76 were stationed respectively in the PRC and in Hong Kong. Total staff costs paid 
during the year was approximately HK$57.54 million.

CONTINGENT LIABILITY AND CHARGE ON GROUP ASSETS

The Group did not have any significant contingent liabilities as at 31 December 2007.

As at 31 December 2007, the banking facilities of the Group were secured by corporate 
guarantees executed by the Company and certain subsidiaries of the Group.

COMPLIANCE OF CODE OF CORPORATE GOVERNANCE PRACTICE OF 
LISTING RULES

Information on the Company’s compliance of the Code of Corporate Governance 
Practice (“CG Code”) as set out in Appendix 14 of the Listing Rules and deviations 
from certain code provisions of the CG Code for the year is set out in the Corporate 
Governance Report in this annual report.
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As at the date of this announcement, the board of directors of the Company comprises 
the following members:

Executive Directors: Independent non–executive Directors:
Mr. Lau Jin Wei, Jim Mr. Ou Ying Ji
Mr. Wong Ying Yin Mr. Lin Jian
Mr. Bang Young Bae Mr. Lee Pak Chung

On behalf of the Board
Lau Jin Wei, Jim

Chairman

Hong Kong, 10 March 2008


