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0000
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Financial Highlights

oot

Four-Year Financial Summary 000000

RMB'000 ooooo 2004 2005 2006 2007
00000 00000 Ooooobo ooooo
Turnover ooo 57,658 173,697 413,303 1,015,538
Gross profit o0 10,543 68,900 169,063 323,126
Profit from operations oooo 7,988 62,842 156,025 344,673
Profit attributable to equity shareholders opoooooo 4,941 41,303 109,670 292,241
Basic earnings per share (RMB cents) 000000 @ooo) 0.99 8.26 21.85 58.23
Non-current assets ooooo 17,981 109,450 134,500 277,879
Current assets oooo 57,615 135,333 264,935 673,996
Current liabilities oooo 27,568 75,543 129,285 289,521
Non-current liabilities ooooo 150 14,981 15,344 29,637
Net assets oooo 47878 154,259 254,806 632,717
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The Group underwent a corporate reorganisation in June 2007 by
acquiring the WWX Group’s solar energy business arm which
engages in the production of monocrystalline solar ingot as well
as reclaiming and upgrading of polysilicon. The acquisition has
significantly improved the production capacity, enhanced the
technology level, and attracted more professional talents to the
Group.
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Shareholding Structure
0000

(As at 24 April 2008, after the partial exercise of over-allotment options)
go000dd0ooOoooooooooooooooooao

Strategic Investors Senior Management

oooo oot

Sumitomo SEC@
oooo WWIC @ Ooooo
ogood ogooo

1.4% 21.2%

Solargiga Energy Holdings Limited
Dododboodod

Solargiga Energy
1) Wafer Works Investment Corp., a company wholly-owned by Wafer Works 1) Wafer Works Investment Corp.0 000000000
Corp ("WWX"), which is listed on the Gre Tai Securities Market of Taiwan goooooooooooocooOoooooom
Stock Exchange. It is the world's 7th largest semiconductor grade silicon 0o0o0o0oo0oo0ooOooooooon
wafer manufacturer O
2)  Space Energy Corporation, a Japanese company engaged in the 2 0O0OO0OO0OO0O0OO0O0OOOOO0O0ODOOb0O00On
manufacturing and sale of silicon related products ooooooo
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Year 2008 marked a new era of Solargiga’s development.

Its successful listing on the Main Board of the Stock Exchange of
Hong Kong Limited has strengthened its capital base, enhanced
its corporate governance structure and placed it at a perfect
platform to emerge as a market leader in the solar energy
industry in the PRC and further around the globe.

gotgobgobgobooboooboobooooa
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Chairman’s Statement
Oo00d00

CHIAO Ping Hai, Chairman

ooo oo

A rising sun with strong growth momentum

Dear Shareholders,

On behalf of the Board of Directors (the “Board”), | am pleased to present the
first set of annual results of Solargiga Energy Holdings Limited after its listing.
For the year ended 31 December 2007, the Group attained outstanding results
in further increase in productivity, enhancement of technology, strengthening
of internal management and expansion of business network in our efforts, and
is well positioned to realize opportunities in the market so as to achieve rapid
business growth and encouraging financial performance.

With growing environmental concerns over global warming as well as surging
prices of fossil fuels, the demand for green energy has escalated. Solar energy,
as a new source of energy, is the most preferred renewable energy resource
against others due to its infinity nature with wide applications. Many countries
have proactively promoted the use and development of renewable energy
and introduced incentive policies favorable to the development of solar energy
industry. As the second largest manufacturer of monocrystalline silicon ingots
in China, the Group underwent a corporate reorganisation in June 2007 by
acquiring the Wafer Works Corp. Group's solar energy arm which engages in
the production of monocrystalline solar ingot and reclaiming and upgrading of
polysilicon. Such acquisition has significantly improved the production capacity
and technology of the Group, and attracted more professional talents.

08
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Thanks to the increasing scale of operations and the favorable environment in
the market, the Group has recorded strong growth in sales of its core products,

silicon ingot and wafer, which in turn brought the overall profit to new heights.

During the year under review, turnover of the Group was RMB1,015.5 million,

which represented a substantial increase of 145.7% over 2006. Gross profit and
net profit improved by 91.1% and 166.5%, amounting to RMB323.1 million and
RMB292.2 million respectively. Basic earnings per share increased by 166.5% to

RMB58.23 cents.

&
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The Group was successfully listed on
the Main Board of Hong Kong Stock
Exchange on 31 March 2008 and widely
supported by international investors.
Through strategic alliances with three
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leading players in solar energy industry, ..brfﬂ »
Wafer Works Corporation, Space Energy "
Corporation and Sumitomo Corporation,
being our strategic investors, the

Group has benefited from the shared
management experience, enhanced
technology on solar energy, strategic
guidance and opportunity referrals
provided. Meanwhile, strengths of the

Vet el

Group have been further enhanced to ensure adequate and stable supply of

photovoltaic (“PV") value chain of the

raw materials. As a result, the synergy effects will lead to win-win situation.

In addition, the Group has put more emphasis on corporate governance
which is a major step forward for further internationalisation. | am confident
that the leading position of the Group in the industry will be consolidated.
Looking forward, the Group would strive for global expansion while
reinforcing its market position in China, seeking to become the world’s largest
manufacturer of monocrystalline solar ingots and wafers. With the support of
the shareholders, the Group will continue to strengthen its competitiveness to
achieve remarkable results.

Chairman
CHIAO Ping Hai

Hong Kong, 24 April 2008

Solargiga Energy Holdings Limited OO0 00000000
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Business Review
o000

TAN Wenhua, Executive Director and President

ooo ooooooo

Benefited from the rapid growth of the global solar energy industry, the Group 000000ooooooooo0U0oooooooo
broadened its scope of business, expanded productivity, enhanced operation 00o0o0oO0o0o0oU0o0o0ooooUoUooooo
efficiencies and strengthened internal management. As a result, the Group oo00o0oo0ooOoDoOoU0oooODoDOoOobooDoDOoOooo
achieved remarkable performance in 2007 with substantial growth in turnover O00000oo0oo0o0oDo0oooooOoooooo
and net profit, which is in line with the profit estimate set out in the Prospectus do0d00000O0O0O0O00O0OO00DU0U0LODUODOO
for initial public offering in March 2008.

Business Overview oood

The Group has secured its leading position among the manufacturers of O000U0o0oo0oo0o0oDOo0oooOooOOoOooooo
solar monocrystalline silicon ingots and wafers in China. The Group is China’s 00o0o00ooOooooooooOoooooooo
second largest manufacturer of monocrystalline silicon ingots, measured in 00oo00ooooooooUoUoOoooooooo

terms of production output and sales. Besides, the Group has also been widely ooooooooo
recognized as a specialist in reclaiming and upgrading of polysilicon.

10 Annual Report 2007 J O




» Monocrystalline Solar Ingot Pullers 0D O OO0 0000 O

In addition, the Group has developed a value chain which connects global 0oo00o0oo0oooU0ooO0O0ooUoOoooOooooo
top suppliers, manufacturers of silicon as well as an extensive sales network, 0000000000 0oo0o0oooOoooooooo
with strong and long term relationships established with a number of leading 00o0000o0o0oooooo0oUooooooooo
solar energy players, such as Sharp, Sumitomo Corporation and Suntech. Some 00ooU00ooooooooUoUUooooooooo
of these leading players are both suppliers and customers of the Group. As 000000oo0ooooooUoUooooooooo
such, the Group secures a strong international renowned customer base, and 0o0oo0ooo0ooo0ooOO0O0ooUoOooOoOooOoDoOD
benefited from stable supply of raw materials at the same time. In this regard, 00o0o00ooooooooooooooooooo

the Group has enjoyed the benefits arising from such close relationship, taking 000oo0o0oooOoOoooOoooooooo
the role as both customers and suppliers.

The Group integrates the advantages of high-skilled personnel and abundant 000000oo0ooooooUoUooooooooo

low-cost labour from Mainland China with production technology and sales 0o0oo0ooo0ooo0ooOO0O0ooUoOooOoOooOoDoOD
network of solar energy from Taiwan and Japan, allowing the Group to 00oo00ooooooooooOooooooooDo
differentiate itself from its competitors. oooo

Market Overview and Business Strategies ooooogon

The solar energy industry is entering a new era with immense potential. With 0o0oo0ooo0ooo0ooOO0O0ooUoOooOoOooOoDoOD
increasing natural disasters caused by global warming, there are growing 0oooo0oooooooOooooooooooo
environmental concerns of cutting down carbon dioxide emission among ooooooooooooboooOoooooooon
countries and mankind. In addition to the escalating prices, conventional 00o0000o0o0oooooo0oUooooooooo
energy source generated from fossil fuels such as coal, crude oil and natural 00o0000o0o0oooooo0oUooooooooo
gas are facing a number of challenges. All these facilitated the emergence of 000000oo0ooooooUoUooooooooo
renewable energy as alternatives. Solar energy has become a preferred choice 0o0oo0ooo0ooo0ooOO0O0ooUoOooOoOooOoDoOD
due to its infinity nature with wide applications and installation friendliness, 000o0o0ooo0ooo0ooOO00oooOoooOooooo
meeting the increasing needs of clean and safe energy with high efficiency 00o0o0o0oOoO0oO0o0o00ooooOoooooooon
among mankind. At present, many countries have proactively promoted the 00o0000o0o0oooooo0oUooooooooo
use and development of renewable energy by promulgating relevant laws and 00o0000o0o0oooooo0oUooooooooo
introducing incentive policies favourable to the development of solar energy oooooooooooog

industry. Such favourable conditions continue to support the rapid growth of
the global solar energy industry.

Solargiga Energy Holdings Limited OO0 00000000 11
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According to Solarbuzz LLC's forecast in 2007, the global solar PV industry by
MW of installations and revenues from 2006 through 2011 is expected to reach
7,630 MW and US$31.5 billion respectively, rising at a CAGR of 34% and 24%
respectively. Germany, Japan and Spain are currently the major markets in the
solar photovoltaic (“PV") industry. Going forward, with the implementation of
California’s Million Solar Roofs initiative and the increasing efforts in developing
the solar PV industry in other parts of the country, the US is expected to
increase the installation capacity to 7,000MW by 2020. As one of the largest
energy consumers in the world, China continues to possess immense market
opportunities while Korea and Australia are expected to be the emerging
countries in the solar industry.

Furthermore, the Chinese government has strongly supported the
development of renewable energy by promulgating the Renewable Energy Law
of PRCin January 2006. This has accelerated the promotion of cleaner energy
technologies effectively. The Chinese government has also encouraged the

use of solar energy as a clean energy by implementing subsidy programmes
and incentive schemes. According to a white paper entitled China’s Energy
Conditions and Policies issued by the State Council of China on 26 December
2007, China will actively develop renewable energy and increase the utilization
of renewable energy with the target to reach 10% and 15% of overall energy
consumption in 2010 and 2020 respectively.

As for the Japan market, the Group has cooperated with another strategic
shareholder Sumitomo, a leading player in the solar energy industry, to expand
its business network. With Sumitomo being its distribution agent in Japan,

the Group holds a positive outlook towards its future business growth in this
market.

Major suppliers of polysilicon, the major raw material of the Group, are located
in Europe, the US and Japan. Owing to the rapid growth of the solar energy
industry, there is a serious shortage of polysilicon supply due to insufficient
output, leading to escalating prices of this type of raw materials. Going forward,
as the current polysilicon producing countries increases polysilicon output,
along with new producers in China, Japan and Korea entering the market, the
shortage is expected to be alleviated. Currently, the Group has already planned
to secure the supply of polysilicon in 2008 for its own production. To ensure
stable raw material supply in 2009 and further in the mid- to long-run, the
Group plans to invest in the upstream polysilicon sector. The strategic investor
Space Energy Corp. in Japan offers the Group stable raw material supply

O 0Solarbuzz LLC 20070 0000000000000
oooo0ooO0oo00o00ooo0Ooo2000020110000
O034%024%000000000000000000
O0zeoOOO3s00000000000O0O0O00O0
gooooooboobobooooobooooooboooboo
gooooooboobooooboooboooooobooboo
gooOooOpb20000000000070000000
goooooOoooooOobo0oboooooobooooo
goboooooboobooooobooooobooobo
ooo
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for processing. Another strategic investor of the Group, Wafer Works, being
the world's 7th largest semiconductor wafer manufacturer, has entered into
long-term solar grade polysilicon supply agreements with two international
acclaimed polysilicon suppliers to support the Group's rapid growth.

Therefore, leveraging on the Group's extensive sales network and solid
foundation for production as well as sound reputation within the industry, the
Group would benefit from the rapid growth in global PV industry, aiming at
becoming the world’s leading player in the solar energy industry.

Operation review

Advanced proprietary technical know-how on solar energy
integrating expertise from China, Taiwan and Japan

The Group has advanced proprietary production know-how, such as the
technologies on reclaimed silicon upgrading, crystal pulling for a mix of

Solargiga Energy Holdings Limited OO0 00000000
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» Monocrystalline Solar Ingot Pulling
IBESRERRRER AL L[] [

The Group's production facilities are located in Jinzhou and Shanghai. The
Jinzhou plants are equipped with integrated production and upgrading
facilities for raw materials, monocrystalline solar ingot pullers and wiresaws.
The Jinzhou plants mainly engage in the manufacturing of monocrystalline
solar ingots and wafers. Occasionally, at the request of customers, the Jinzhou
plants also provide processing services in respect of polysilicon materials.

In 2007, the annual production capacity of Jinzhou plants was 1,000 tons of
ingots and 17 million pieces of wafers with light energy conversion capability
of approximately T00MW, an increase of 25.0% and 89.0% respectively over the
previous year.

It is expected that the annual production capacity of the Group will expand to

2,000 tons of ingots and 48 million pieces of wafers in 2008. The Group's plan is
to further increase the capacity to 4,000 tons and 150 million pieces by 2009.

Sales of Products

The Group has three main businesses:

(@)  Thetrading and manufacturing of monocrystalline silicon ingots and
wafers;

(b)  The processing of solar ingots and wafers;

(0 The upgrading and trading of polysilicon.

» Monocrystalline SolarIngot 0 OO OO0 00O
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The manufacturing and sale of monocrystalline solar ingots

Since its inception, the Group has engaged in the manufacturing and sale of
monocrystalline solar ingots. The Group currently produces monocrystalline
solar ingots with various choices of diameter (ranging from 5.5 inches to 8
inches).

The manufacturing and sale of monocrystalline silicon wafers

In response to customers’ request for one-stop shop services for the products,
the Group established its monocrystalline solar wafers facilities in 2006. The
Group currently produces wafers of two choices of dimensions (125 x 125 mm
and 156 x 156 mm) and a variety of thickness (from 180 pum to 220 um).

The reclaiming and upgrading of polysilicon raw materials, and processing of solar
ingots and solar wafers

The reclaiming, upgrading and recycling of polysilicon raw materials conducted
by the Group includes the sorting of scrap silicon, separation of non-silicon
material from scrap silicon and etching of scrap polysilicon with the aim to
extract polysilicon raw material that can be used for production of solar ingots.
Reclaiming, upgrading and recycling have become an increasingly important
process in the PV manufacturing value chain because of the current polysilicon
shortage. The Group has a team of skilled employees for cleaning and testing
broken wafers and other reclaimable materials.

Solargiga Energy Holdings Limited OO0 00000000
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Business Review [J [J [1 [J

During the year under review, revenue of the Group was primarily generated
from trading and manufacturing of monocrystalline silicon ingots and wafers,
accounting for 21.7% and 63.4% respectively of total revenue of the Group.
Revenue from processing of solar ingots and wafers accounted for 8.3% and
1.0% respectively of total revenue of the Group. Revenue from upgrading and
trading of polysilicon accounted for 1.5% and 4.1% respectively.

Research and development

Enhancement of R&D technology has been another key focus of the Group.
During the year under review, in addition to the successful expertise integration
of advanced proprietary technical know-how on solar energy from China,
Taiwan and Japan, the Group's future research and development activities will
be principally directed towards the development and implementation of more
advanced process technologies to reduce cost and achieve higher production
efficiency. In particular, the Group is committed to reduce the amount of
polysilicon required in its production of ingots and wafers, and makes its
customers to improve the PV cell conversion rate by delivering high quality
products.

During the year under review, the research and development team successfully
introduced 20 inch hot zone for the production of 156 x 156 mm wafers. 156

x 156 mm wafers were previously produced by using 18-inch hot zone on a
limited scale. Compared with 18 inch hot zone, 20 inch hot zone has a higher
production efficiency of 156 x 156 mm wafers. 156 x 156 mm wafers produced
in 20 inch hot zone were put into commercial production in 2007.

In view of the worldwide shortage of polysilicon raw material, the Group may
also commence research and development on the use of metallurgical silicon
in the production of monocrystalline solar ingots. Furthermore, with the
increase in production capacity of monocrystalline solar wafers starting from
the second quarter of 2008, the Group will explore whether the waste silicon
powder produced during the wafer manufacturing process can be reclaimed
for ingot production.

goooooOoooooboO0obOoooooobooooo
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The Group has benefited from the shared management experience, enhanced
solar energy related technology, strategic guidance and opportunity referrals
provided by these strategic investors. Meanwhile, strengths of PV value chain
of the Group have been further enhanced to ensure adequate and stable
supply of raw materials. As a result, synergy effects created will lead to win-win
situation.

Development strategy and outlook

The Group has been well-positioned to benefit from the strong growth in solar
energy industry. Looking forward, as huge opportunities are expected in the
market, with an aim to becoming the largest producer of monocrystalline solar
ingot and wafer in the world, the Group will adopt the following strategies:

1. Expand production capacity and increase market share in the monocrystalline
silicon ingot and wafer markets in the world
The Group plans to have 196 monocrystalline solar ingot pullers by the
end of 2008, which represented an increase of 96% from 100 pullers
in 2007, and will lift the annual output of silicon ingots by 2 times to
approximately 2,000 tons. In addition, number of wiresaws will be
increased from 8 to 37, which will escalate the annual output of wafers
to approximately 56 million pieces. This production profile is expected
to represent an annual light energy conversion capacity of 200MW. The
Group's plan is to further double the number of monocrystalline solar
ingot puller to 400 sets and the number of wiresaw sets to 80, increasing
the annual light energy conversion capacity to 400 MW in 2009.

2 Invest in midstream and upstream segment of the PV market
The Group will focus on the upstream segment of the PV market and
actively seek to be part of it. Meanwhile, strategic alliances or long term
relationship with downstream players would be established to further
sharpen our competitiveness, so as to expand a larger market share in
the world. In addition, R&D technology enhancement is another core
development of the Group. The Group will continue to strengthen and
upgrade its production technology, in order to maintain high quality of
monocrystalline solar ingots and wafers and increase product varieties,
including R&D in respect of larger and thinner wafers and application
of advanced magnetic technology from semiconductor ingot pulling in
solar crystal pulling. As a result, the Group will be able to deliver better
quality at higher production efficiency in lower costs.

Solargiga Energy Holdings Limited OO0 00000000
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Maintain cost effective operations through R&D technology

In relation to R&D, the Group will constantly reinforce research
cooperation with other advanced science and technology institutes and
universities. For instance, the Group has entered into a co-operation
agreement with Dalian Polytechnic University to set up a research centre
to conduct research in solar energy related technology. By constant
research and development, capacities of ingot crystallization, wafer

slicing, reclaim and upgrade of polysilicon of the Group will be enhanced.

With our expertise in solar energy industry, professional management
team with extensive experience and clear development strategies, | am
confident rapid growth in the business of the Group will be achieved and
the best return will be brought to our shareholders and investors.

Executive Director and President
TAN Wenhua

Hong Kong, 24 April 2008
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UNRELENTED EFFORTS

UNLIMITED
SUPPLY

With growing environmental concerns over global warming as
well as surging prices of fossil fuels, the demand for green energy
has escalated and many countries have proactively promoted the
use and development of renewable energy. Solar energy, as a
new source of energy, is the preferred renewable energy source
against others due to its infinity nature with wide applications.
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Corporate Reorganisation

The Company was incorporated in the Cayman Islands on 7 March 2007 as an
exempted company with limited liability under the Company Law, Cap.22 (Law
30f 1961, as consolidated and revised) of the Cayman Islands.

Pursuant to the Reorganisation of the Group to rationalize the Group's structure
in preparation for the initial listing of the Company’s shares on the Stock
Exchange, the Company became the holding company of the Group on 7 May
2007. Details of the reorganization are set out in the Prospectus dated 17 March
2008. The shares of the Company were listed on the Stock Exchange on 31
March 2008.

As the acquisition of Solar Technology Investment (Cayman) Corp. and its
subsidiaries (together, the “"Acquired Group”) was completed on 26 June 2007,
the audited consolidated income statement data of the Group only includes
the contribution of the Acquired Group for the period after the acquisition on
26 June 2007. On the other hand, the balance sheets items of the Group as at
31 December 2007 were consolidated with those of the Acquired Group.

Comparison with Prospectus

In the prospectus of the Company dated 17 March 2008, the Company
forecasted its consolidated net profit attributable to the equity holders for the
year of 2007 to be not less than RMB290.0 million. In the consolidated financial
statements for the year ended 31 December 2007, the consolidated net profit
attributable to the equity holders of the Company for the year of 2007 is
RMB292.2 million which slightly exceeded the forecast.
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Turnover

The Group's turnover increased year-on-year by 145.7%, from RMB413.3 million
in 2006 to RMB1,015.5 million in 2007. This increase was mainly driven by the
full operations of the facilities of Jinzhou Yangguang factory since mid 2006
and the increase in the market price of monocrystalline silicon ingots. This led
to the drastic growth of the following operations:

1. Strong sales of monocrystalline silicon ingots and wafers, which surged
by 121.2% from RMB390.9 million to RMB864.7 million. This is attributable
to both increases in sales volume and average selling prices. The volume
of ingot sold increased from 123,924 kg in 2006 to 150,837 kg in 2007,
while volume of wafers sold increased from 5.4 million pieces to 14.5
million pieces.

2. Increased revenue from processing service fees, which rose by 3.9 times,
from RMB22.4 million in 2006 to RMB109.6 million in 2007. The volume of
ingot processed increased from 39,432 kg to 424,920 kg while the volume
of wafer processed increased from 907,442 pieces to 1,239,896 pieces.

In terms of geographical contribution, overseas sales especially to Japan,
increased considerably by 285.2% to RMB382.6 million and accounted for 37.7%
of the Group's consolidated revenue, while the remaining were generated

from Taiwan (11.1%), Europe (6.5%), North America (7.5%), PRC (36.7%) and
others (0.5%). This indicated that the Group’s high quality products satisfied the
stringent requirements of overseas customers, especially for Japanese ones.

Solargiga Energy Holdings Limited OO0 00000000
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Cost of sales

Cost of sales increased by RMB448.2 million, or 183.5%, from RMB244.2

million in 2006 to RMB692.4 million in 2007. The increase was in line with the
substantial increase in turnover and reflected the increase in raw material price.
As a percentage of total turnover, cost of sales increased from approximately
59.1% to 68.2%.

The increase in raw material costs was mainly due to shortage of polysilicon,
which led to (i) an increase in the price of the silicon raw materials, as well as
(ii) more intensive upgrading steps taken in order to make use of lower quality
silicon in the ingot production process. Another reason for the increase was
that there was RMB18.0 million fair value adjustments on the inventories of
the Acquired Group upon the acquisition so the cost of sales of the Group
increased by RMB18.0 million upon sales of those inventories.

As a result of the acquisition of production facilities from the Acquired Group in
June 2007, and as additional monocrystalline silicon ingot and wafer production
facilities began production since 2006, there was an increase in depreciation
expenses. Staff cost also increased with the expansion of the Original Group's
production, but remained stable as a percentage of total cost of sales.
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Gross profit and gross profit margin

The gross profit of the Group increased by RMB154.0 million, or 91.1%,
from RMB169.1 million for 2006 to RMB323.1 million for 2007 because of
the substantial increase in the revenue as a result of the increased sale of
monocrystalline silicon ingots and wafers.

Gross profit margin declined from approximately 40.9% in 2006 to 31.8% for
the year ended 31 December 2007. This was mainly because of the increase

in raw material costs in 2007 and the increase in inventories by approximately
RMB18.0 million, resulting from the fair value adjustment on the acquisition

of the Acquired Group. Excluding this individually significant non-recurring
impact, the gross profit margin for the year ended 31 December 2007 would be
33.6%.

Other revenue

Other revenue mainly comprised gain on acquisition of the Acquired Group
amounting to RMB74.8 million in 2007, government grants and interest
income from bank deposits. Gain on acquisition of the Acquired Group was
the difference between fair value of net assets of the Acquired Group at the
acquisition date and the acquisition consideration.

Other net loss

Other net loss mainly comprised net foreign exchange loss amounting to
RMB8.4 million or 1.3% of foreign sales. The loss arose from the appreciation in
RMB, the reporting currency, during the time gap between the transaction date
and the settlement date, and the fact that the Group's foreign sales amount
was larger than its foreign purchases.

Selling and distribution expenses

Selling and distribution expenses comprised mainly packaging expenses,
freight charges and insurance expenses. There was an increase of 108.6%,
from RMB2.125 million for 2006 to RMB4.432 million for 2007, accounting for
less than 0.5% of the Group's total turnover. It was in line with the increase in

turnover.
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