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Condensed Consolidated Income Statement

KEC TIERABR AR ([AAF]])EE  The board (the “Board") of directors (the “Directors”)
([BEZ])HKzEEE ([EEE])R of Tiande Chemical Holdings Limited (the
REM ARBINEWB AR (A%  “Company”) is pleased to announce the unaudited
EHEHZE-_ZTLFA=1+HIE consolidated results of the Company and its

B2 REEVEAES BRI -ZZTX  subsidiaries (the “Group”) for the six months ended

FRBAZ RS T RMHFIT: 30 June 2007 together with the comparative figures
for the corresponding period in 2006 and the notes
as follows:

fERsR G W Condensed consolidated income statement

BEAA=TRHLAEA

Six months ended 30 June

—EEtF —ETRF
2007 2006
HiaE AR%T T AREEFTT
Note RMB’000 RMB'000
(REBER) (Fe&=%)
(unaudited) (audited)
= Turnover 4 262,710 233,999
HEA Cost of goods sold (224,604) (189,265)
EF Gross profit 38,106 44,734
EApA Other income 5 2,666 2,072
HERT Selling expenses (9,317) (5,675)
THRAX Administrative expenses (11,100) (8,265)
B SRR AN Finance costs 6 (1,634) (2,695)
R A58 AT A Profit before tax 18,721 30,171
FRiSBif X Income tax expense 7 (697) (3,107)
A AR Profit for the period
BB ARG attributable to
RERHEF equity holders of
the Company 8 18,024 27,064
FRREF Earnings per share ARH AR
- &R — basic 10 RMB RMB
0.045 0.090

RE(CTIERABMR AT 2007 R RS
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Condensed Consolidated Balance Sheet

—EEtF —ETRF
ANA=+H +=—A=+—H
30June 31 December
2007 2006
MtaE AR T AREEF T
Note RMB’000 RMB'000
(REEER) (FEEZ)
(unaudited) (audited)
(Fe=E=%1)
(As restated)
ERBEE Non-current assets
LERY VNS Property, plant and
equipment 11 311,900 267,593
B HEERIE Prepaid lease payments 67,140 66,601
"By Investment properties 9,020 5,830
BEWE -BEX Deposit for acquisition
mEZE S of property, plant and
equipment 11,620 5,194
FEERIBEE Deferred tax assets 829 524
400,509 345,742
RBEE Current assets
FE Inventories 28,196 28,612
B S RUERF & Trade and other
Hoh e Y sRIE receivables 12 83,447 92,455
BEIIRRITIER Pledged bank deposits 170 1,777
RITRIA S Bank and cash balances 23,825 36,899
135,638 159,743
RBEE Current liabilities
B RMNERRKR Trade and other
E At FE S 5038 payables 13 99,882 86,841
mEBTIAAE Current tax liabilities 1,263 1,869
RITEE Bank borrowings 14 37,740 20,140
138,885 108,850
e (B Net current (liabilities)/
EEFE assets (3,247) 50,893
BEERRBERE Total assets less current
liabilities 397,262 396,635

Tiande Chemical Holdings Limited Interim Report 2007
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Condensed Consolidated Balance Sheet - .|| ]J
—EEtF ZETRF
ANA=+H +=—A=+—H
30June 31 December
2007 2006
MtaE AR T AREEF T
Note RMB’000 RMB'000
(RE&ER) (le &%)
(unaudited) (audited)
(Fe=E=%1)
(As restated)
FERBEE Non-current liabilities
RITIEE Bank borrowings 14 54,640 62,160
ERERBEAR Deferred tax liabilities 842 440
REEWA Deferred income 18,658 30,115
74,140 92,715
EEFRE NET ASSETS 323,122 303,920
BEXRHE Capital and reserves
e Share capital 15 4,031 4,031
i Reserves 319,091 299,889
W RE TOTAL EQUITY 323,122 303,920

RIETERERA

Al 2007 AR



MRS RSB % ¥
Condensed Consolidated Statement of Changes in Equity 'Ii
HE-EELEARSTRLLAER (RESH)
For the six months ended 30 June 2007 (unaudited)
BRfEEe  DES UEELER
BE  BHEE  HHEE  Supls  Public Property RitEF EREE  4RE
Share Share  Special  reserve  welfare revaluation Accumulated Translation Total
capital  premium  reserve fund fund  reserve  profits  reserve equity
BT ARBTR ARBTR ARBTR ARETR ARMTR ARMTR ARETL ARETR
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
KZEE+E-A-8'  At1January 2007
T E e as previously reported 4031 8954 31182 7819 633 - 168445 (230) 301,424
SHBRESTE Effect of changes in
(iE7) accounting policy
(note 2) - - - - - - 2,496 - 2,496
RZFEHE-F-B'  At1January 2007
HED) as restated 4,031 89544 31,182 7819 633 - 170941 (230) 303,920
ErzE Translation difference - - - - - - - (181) (181)
EfNERE Surplus on revaluation
of properties - - - - - 1,359 - - 1,359
ERRNRETED Net income recognised
BAFE directly in equity - - - - - 1359 - (181) 1178
AT Profit for the period - - - - - - 18024 - 18024
BREZHA Total recognised income
hiEz L% and expense for
the period - - - - - 1359 18,024 (181) 19,202
&% Transfer - - - 1 - - (1) - =
RZSELERAZTA  At30June 2007 4,031 89544 31182 1,820 633 1,359 188,964 (411) 323122
Tiande Chemical Holdings Limited Interim Report 2007 7
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Condensed Consolidated Statement of Changes in Equity

HRGE B R @4

BE-TDNEAA=TALAEA (BB
For the six months ended 30 June 2006 (audited

ERERE  DEG NEERER
BE BOEE  WREE  Suphs Puolic  Property  BirgR ERBE  GkE
Share Share  Special  reserve  welfare  revaluation Accumulated  Translation Total
capital  premium  reserve fund fund  reserve profits —~ reserve equity
ARHTL ARETT ARBTR ARETR ARBTT ARETR ARETR ARBTL ARMTR
RMB'000  RMB'000  RMB'000  RMB'000  RMB000  RMB'000  RMB'000  RMB'000  RMB'000

RZBE/E-A-8'  At1January 2006,

Tl as previously reported 413 - 318 3,669 633 - 1457 (12) 150,462
SHRRESTE Effect of changes in
(Hizt2) accounting policy
(note 2) - - - - - - 2,021 - 2,021

RZEE/E-F-B'  At1January 2006,
] as restated 413 - 31,182 3,669 633 - 11659 (12) 152,483

ErRzE Translation difference - - - - - - - (1) 1)

ERRRETER Net income recognised

PN directly in equity - - - - - - - i 1
Aaf| Profit for the period - - - - - - 27064 - 27064
BREZIBA Total recognised income

REx and expense for

the period - - - - - - 27,064 (1) 27,083
&z Transfer - - - 4719 - - (479) - -
RIZERERAZTHE  At30June 2006 413 - 31,182 4148 633 - 143183 (13) 179,546

RE(CTIERABMR AT 2007 R RS
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Condensed Consolidated Cash Flow Statement

BEAA=THLEAEA

Six months ended 30 June

—EELHF ZETRF
2007 2006
AR¥T T AREF T
RMB’000 RMB'000
(RESER) (fe &%)
(unaudited) (audited)
BEEKB NET CASH FROM OPERATING
B FEE ACTIVITIES 49,079 10,357
BEME KFE Purchase of property, plant and
& equipment (64,477) (854)
BEYE BENMERME Deposit paid for acquisition of
MBERHEEREZ property, plant and equipment
Bt € and prepaid lease payments (6,426) (31,370)
SRR ERIE Payments of prepaid lease payments (1,310) (1,620)
HEME - -HE Proceeds from disposal of
RSB PTSRIE property, plant and equipment = 12
BRI TER Decrease (increase) in pledged
4> (4500) bank deposits 1,607 (12,200)
BT E Interest received 197 232
BRETEA NET CASH USED IN
B R INVESTING ACTIVITIES (70,409) (45,800)
EfRTEE Repayment of bank borrowings (10,220) (69,730)
FERITEE New bank borrowings 20,300 142,600
ERFLE Interest paid (1,634) (2,695)
mESEE TS NET CASH FROM FINANCING
REFE ACTIVITIES 8,446 70,175
ﬁﬁ&%ﬁﬁﬁlﬁ B NET (DECREASE)/ INCREASE IN
BA) R CASH AND CASH EQUIVALENTS (12,884) 34,732
PHZ2EERER CASH AND CASH EQUIVALENTS
HELEH AT BEGINNING OF THE PERIOD 36,899 13,111
HEERSHE EFFECT OF FOREIGN EXCHANGE
RATE CHANGES (190) (1)
HARUBTRES CASH AND CASH EQUIVALENTS
Eek AT END OF THE PERIOD
REZRERER Represented by bank and cash
REIEH balances 23,825 47,842

Tiande Chemical Holdings Limited Interim Report 2007 9
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Notes to the Condensed Consolidated Financial Statements

EETE S

ARG T BRERA P PTG
BRDVIRBEBMERZAER
AEFEFETRAN(TETR
A1) PR 2 BRRERE
AREEGTAR ([HEESE
fhngl) B 2 BB G ER
([EEEGFTER]) E345% [
s ] Mg

S B
BB GETERIE4058 [REME ]
HRE REMERRARAER
ERFEEBEATIR AEER
T B ERERRE AR - R ERA AR AR
BABARAFEEEN RKE
MEFE MRAZERX RED
ERTEEEPELE ZRELE
BARE LR BRI EER NG R
WEER > KATERRE REY
ERRAR AR R TEREM
2HEBEIR-SFBEZ
EHEEPERAEARAEE MK
ke

Basis of preparation

The unaudited condensed consolidated interim
financial statements have been prepared in
accordance with the applicable disclosure
requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the
“Listing Rules”) and the Hong Kong
Accounting Standard ("HKAS") 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA").

Change in accounting policy

HKAS 40 “Investment Property” requires an
investment property to be accounted for using
the cost model or the fair value model. The
Group decided to change from the cost model
to the fair value model to account for its
investment properties starting from current
interim period, which requires gains or losses
arising from changes in the fair value of
investment properties to be recognised directly
in the income statement for the period in which
they arise. In contrast, cost method requires
investment properties to be stated at cost less
subsequent accumulated depreciation and any
accumulated impairment losses. The change
in accounting policy has been applied
retrospectively to the Group's financial
statements.

RE(CTIERABMR AT 2007 R RS
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Notes to the Condensed Consolidated Financial Statements

2. E;E*E& &2 B8 () 2. Change in accounting policy (Continued)
BEBCRE S H AL EI G The following is a summary of the impact to
#ﬁi@%&ﬁ“Z*ﬁ%gﬂﬂTi the Group's financial statements in respect of
the above-mentioned change in accounting
policy:
#m, CRd) Increase/(Decrease) —EELHF TERTRNE
AA=+H +=ZA=+—H
30 June 31 December
2007 2006
AR%F T AREF T
RMB’000 RMB’000
B Investment properties 3,880 2,936
BELEHIEAE Deferred tax liabilities 582 440
25 Accumulated profits 3,298 2,496
BEANA=1+HLAKER
Six months ended 30 June
—EELHF ZETRF
2007 2006
AR%T AREF T
RMB’000 RMB'000
EAWA Other income 860 -
EER AR Deferred tax expenses 142 -
e Depreciation (84) -
7 B A Profit for the period 802 -
GREF Earnings per share
—EX(AR®) - basic (RMB) 0.002 -
3. FEEEXR 3. Principal accounting policies
ﬁ?J:LZ?xﬁ%%ﬁl\ IRBLRE The accounting policies and basis of

EBREA P M BERRRA
ZER BRI AEEEERE

TERE+ A

=t—HIEFE

ZEERBRAE B

Tiande Chemical Holdings Limited Interim Report 2007

preparation used in the preparation of the

unaudited condensed consolidat
financial statements are consistent
used in the annual accounts for the

ed interim
with those
year ended

31 December 2006 except for investment

properties as mentioned above.
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Notes to the Condensed Consolidated Financial Statements

FTEGTHR @)

RIS E LR A T BHRE
Ty E e kAR GRS 3 E
fER B MEEMETT HERT
E1E AR

WA HERE NEBERAES
BRTE D& R 2 PR A T
B2 G RRIERT BB MW
SERA ([EBFBHREER])
FRENRB-_ZZELF—A—
Rl &Mt 2 et MRER-&
B BRELENBEEBY ISR
SRR ([EBPBREER])
EEEER (BB EsHER D
KR RN SIIE LR ERT &
B BMELENL T EEHARE
EHARBEFEZ G EER
P2 BERHIRE R E)-

AREEY EIBE RN THIEBM
B ARER T BT KR
B-ARRERRY KRR SE
EUINCHE S0 SRR S
ZEBERFBRRNBRENF

i
=

EEGRTERIE 235 (KIERD &
BT

ERAVBREENFES F2E
D

=% (RBRUBREREEES)
—F115%ERE
BEBPIEMEERNF 255
SEMEFRD X5

&5 (BARMBHRERERES)
—F125%2 8
RIS &2 PE

' RZETRNFE-A-HRZR
Fth 2 2 R AR

? RCERLF=RA Az
Fth 2 2 AR

¢ RZEBENF-A-ARZE
Fth 2 2 R AR

Principal accounting policies (Continued)
The unaudited condensed consolidated interim
financial statements have been prepared under
the historical cost convention, as modified by
the revaluation of investment properties, which
are carried at their fair values.

In the current interim period, the Group has
adopted all new and revised Hong Kong
Financial Reporting Standards (“HKFRSs")
issued by the HKICPA which are relevant to its
operations and effective for accounting periods
beginning on or after 1 January 2007 HKFRSs
comprise Hong Kong Financial Reporting
Standards (“HKFRS"); Hong Kong Accounting
Standards ("HKAS"); and Interpretations. The
adoption of these new and revised HKFRSs did
not result in substantial changes to the Group's
accounting policies and amounts reported for
the current period and prior years.

The Group has not early applied the following
new standards, amendments or interpretations
that have been issued but are not yet effective.
The directors of the Company anticipate that
the application of these standards,
amendments or interpretations will have no
material impact on the results and the financial
position of the Group:

HKAS 23 (Revised) Borrowing Costs'
HKFRS 8 Operating Segments!’

HK(IFRIC)-Int-11 HKFRS 2 Group and Treasury
Share Transactions?

HK(IFRIC)-Int-12 Service Concession
Arrangements®

' Effective for annual periods beginning on or

after 1 January 2009.
Effective for annual periods beginning on or
after 1 March 2007.
S Effective for annual periods beginning on or
after 1 January 2008.

2
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Notes to the Condensed Consolidated Financial Statements

4. EXRBMDEER
(a) &
EEBERANHEER
B BT M D FE M B 2 OB
SHE-

(b) HEBRUMEDE
AEEZEEBRART
PRRERF B AR E A 2 8
KEHERERBHALS
Em-BEZRL BRNZE
BB RSEMEBEL SR
R R B Mz EEE
B — B DR

ERAKBEREFPLE (T
RIS 2 R H) DT 2
FROBEN (AAEER
ENEEHMZIERR) 2

(a)

(b)

4. Turnover and segment information

Turnover

Turnover represents the amount received
and receivables for goods sold during the
period.

Business and geographical segments
The Group's turnover and profit
attributable to equity holders of the
Company are entirely derived from the
manufacture and trading of fine chemical
products. The Directors consider that
these activities constitute one business
segment since these activities are related
and are subject to common risks and
returns.

Segment information regarding the
Group’s turnover by location of
customers, irrespective of the origin of
the services, being the primary format for

FIEATR reporting segment information of the
Group, is presented below:
BEANA=1+HLAKER
Six months ended 30 June
—EBELF ZETRF
2007 2006
ARET T AREEFTT
RMB’000 RMB'000
(REEEFZ) (B&EZ)
(unaudited) (audited)
S Turnover
e A R AEFIET People’s Republic of
(IEl) China ("PRC") 197,525 174,213
=) Taiwan 23,465 25,674
B United Kingdom 9,084 7,478
SR Japan 8,488 6,028
ENE India 10,406 6,391
EHAh, Others 13,742 14,215
262,710 233,999
Tiande Chemical Holdings Limited Interim Report 2007 13
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Notes to the Condensed Consolidated Financial Statements g .|| j
4, EEBNOEER @) 4. Turnover and segment information
(Continued)
(b) EXEREDE (E) (b) Business and geographical segments
(Continued)

BEANA=1+HLAKER
Six months ended 30 June

—EEEEF —ETRF
2007 2006
ARET T ARBTT
RMB’000 RMB'000
(RE&ER) (B EZ)
(unaudited) (audited)
DEREE Segment results
H PRC 25,339 33,727
=) Taiwan 2,942 3,760
HE United Kingdom 1,205 1,114
SN Japan 1,729 1,067
ENE India 2,362 1,374
Hith Others 2,365 2,838
35,942 43,880
FHBEHEMEE  Unallocated other corporate
WA revenue 2,666 2,072
AOBEERFE  Unallocated corporate expenses (18,253) (13,086)
BTG AR Finance costs (1,634) (2,695)
FrBE AT F Profit before tax 18,721 30,171
R x Income tax expense (697) (3,107)
AN m R AE Profit for the period
B AEG attributable to equity holders
RERE of the Company 18,024 27,064

RiE(CTIERABREAT 2007 HHRE
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Notes to the Condensed Consolidated Financial Statements

5. HalkA 5. Otherincome
BEANA=THLEAEAR
Six months ended 30 June
—EBELE ZETXREF
2007 2006
AR%F ARBT T
RMB’000 RMB'000
(REEER) (B EZ)
(unaudited) (audited)
BT B) (H17£) Government grants (Note) 458 1,103
AU A Rental income 270 175
F B A Interest income 197 232
FHEIRA Scrap sales = 61
REMERFE  Fair value gain on
L& investment properties 1,220 -
Hith Other 521 501
2,666 2,072

Biet: BRAFCREZEAR() LETHR
HEBERBRBENTE LS
HREEFRMEMR T AL
ZEBhE - (i) 4T T B BT B
BREZFEATENHEL
REMATTERAMETAKE
Z A B Riii) M T AR
RiEEEMBBIEREER
MBRMERMRTASREZE
Bho

Tiande Chemical Holdings Limited Interim Report 2007

Note: The amounts mainly represent the grants given

by (i) the Finance Bureau of Shanghai Pudong
New District E/8THRNEIIKE to the
Group for the encouragement of purchase of
real estate in Pudong, Shanghai, the PRC, (ii)
the Management Committee of Weifang
Economic and Technology Development
District #PMAABERMHAZEREEZE to the
Group as finance subsidy for the
encouragement of investment in Weifang City
of Shandong Province, the PRC and (iii) the
Finance Bureau of Weifang Economic and
Technology Development District #3748 )%
FffrpA%E R B to the Group as a subsidy
for the high technology development.
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Notes to the Condensed Consolidated Financial Statements |

6. BIRSEAR 6. Finance Costs

BZEASA=1HILLA<EA
Six months ended 30 June

—EELF ZETXREF
2007 2006
AR%T AREF T
RMB’000 RMB'000
(RAEEZ) (B&EZR)
(unaudited) (audited)
BB Interest on:
RITER Bank loans 1,634 2,388
ARIR R Discounted bills - 307
1,634 2,695
BITERFEHARE,411,000 Bank loan interest of approximately
T (ZEERFAA=ZTHLER RMB1,411,000 (six months ended 30 June
&7 : AR¥243,0007T) ERE 2006: RMB243,000) were capitalised during
BEEIRNE R the period under review.
7. FIBsBAX 7. Income tax expense
BEXA=T+HLEAEAR
Six months ended 30 June
—EBELF —ETNEF
2007 2006
AR%T AREEFTT
RMB’000 RMB'000
(RESER) (B EZ)
(unaudited) (audited)
BNEARRIE - Current tax:
FREMGEMSR  PRC enterprise income tax 600 3,107
EERIE Deferred tax 97 -
697 3,107
PRI EMSH TR ER PR The provision for PRC Enterprise Income Tax
EME A ERTMARES G is based on the estimated taxable income for
AR 2 AR R TR PRC taxation purposes at the rate of taxation
applicable to each period.
HARAEE 2 WA B BE No provision for Hong Kong Profits Tax has
AR REBED B EIELES been made as the Group's income neither
FIS B arises in nor is derived from Hong Kong.

RE(CTIERABMR AT 2007 R RS
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Notes to the Condensed Consolidated Financial Statements

7. FISBIRAX @ 7. Income tax expense (Continued)
REBRATFZRERAESREL Taxation charge mainly consists of enterprise
SHRAR ([HHRZE]) XE income tax in the PRC attributable to the
BEIMETARAR ([ LEE assessable profits of Weifang Common Chem
5h1) Z FERFLR T 9 Bl1E24% K Co., Limited #h R (L2 HR AR (“Weifang
15% BB hBRDEMSE Common”) and Shanghai Dehong Chemical
R-HBEEAKRPEEREAR Company Limited L/&8EsAMtTHR AR
EHHo (“Shanghai Dehong”) charged at the rate of

24% and 15% respectively. The taxation charge
is calculated at the applicable rates prevailing

in the PRC.
M RIZE RS AL B2 BRA Weifang Common and Weifang Parasia Chem
A ([HHHAL]) A ERESHR Co., Limited #51a32{L 2B R A F)("Weifang
BETEBHHARBBEE -2 Parasia”) are eligible for certain tax holidays
MERBEE2 KA LB & EE and concessions in the PRC. The tax holiday
MFEERERHMFE HE=F and concession are in the form of two years
BRI =50 % 2 iE AR E R % - 4 tax exemption from the first profitable year,
BRXENR -_ZEZ-—FRIZZC followed by a 50% reduction of the applicable
FREH - R_TZ=FF_"F tax rate in the following three years. Wefiang
TREZERE U REES Common was tax exempted in year 2001 and
ZEAMBREE12% o BRI 2002. From 2003 to 2005, the reduced tax rate
ER—REERMBE R_F for the relief period for Weifang Common is
TRARZZETLFNELERMS 12%. As an advance technology enterprise,
ESE SRR ER12% AR Weifang Common is also granted with an
ZETF RGN E @R extension of tax holiday for 2006 and 2007, at
FEEBERT - S M4 a reduced tax rate of 12%. No provision for
B EE P B ERGHEE- PRC enterprise income tax has been made for
L@ AR ESHERNE 2B Weifang Parasia as it was the second profitable
HEEMEHHE15%HH year and tax exempted. Shanghai Dehong is

subject to enterprise income tax at the rate of
15%, being the preferential tax rate in Shanghai
Pudong New District.

BE-_ZTZ+FA=1THILERN For the six months ended 30 June 2007, the
ER AEB RBAHKEER Group has unused tax losses of RMB4,235,000
AR#4,235,000C (BEZZZ (six months ended 30 June 20086: Nil) available
NEXNAZTHIEREARE) A for offset against future profits. A deferred tax
RERHEAR AT ANEEE B asset has been recognised in respect of
FAE B AR 2,541,000 (& approximately RMB2,541,000 (six months
E-TEXFXNA=ZTHIEAME ended 30 June 2006: Nil) of such losses.
A ) BREERIBEE R _F Included in unrecognised tax losses at 30 June
THFANAZ+H AERBEE 2007 are losses of approximately
BREBEHNARK1,694,0007T RMB 1,694,000 (six months ended 30 June

(BEZZZXRFAAZTAHLRN 2006: Nil) that will expire in 2012.
BA: ) BR-_T——FFH-

Tiande Chemical Holdings Limited Interim Report 2007 17
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Notes to the Condensed Consolidated Financial Statements

FRSHiFM (#)
E_ERRNF #HHEEA B
IERRAE ([HHEE]) BF
BTHAL ORI E S EE
ETHE BETHERELBEME
BAEESREERECHH
R =TT R"F+_A=+—H
WRABRLEWRA ML ELEHE
—EEREF+A=+—HIHF
2 Wz REREMIA KR
MG LR 2 X %E
P2 EEARIER 1R B RIMRL
BIERBE BFE RS EK A
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7.

Income tax expense (Continued)

In 2006, Weifang Binhai Petro-Chem Co., Ltd.
MBS A ML THAR AR (“Weifang Binhai”)
obtained a government grant for subsidising
the construction of the production lines and
ancillary facilities for the manufacture of high
purity isobutylene, polyisobuylene and mono
chloro acetic acid. The grant received was
recognised as a deferred income as at 31
December 2006 with no income recognised
in the income statement for the year ended
31 December 2006. Pursuant to the document
issued by the local tax authority, the grant shall
be recognised to the cost of property, plant
and equipment after the completion of
construction in relation to the specific
production lines. For the six months ended 30
June 2007, partial amount of the grant of
approximately RMB10,799,000 was
recognised to the cost of property, plant and
equipment for the completion of construction
of high purity isobutylene.

The new PRC enterprise income tax law
passed by the Tenth National People's Congress
on 16 March 2007 introduces various changes
which include the unification of the enterprise
income tax rate for domestic and foreign
enterprises at 25%. The new tax law will be
effective from 1 January 2008. The impact of
the new tax law on the Group’s consolidated
financial statements will depend on the
detailed implementation rules and regulations
which however have not been issued as of the
date of the approval of these consolidated
financial statements. Therefore, the Group
cannot reasonably estimate the financial
impact of the new enterprise income tax law
to the Group at this stage.
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8. ANHA&E A

B M E R T 51 3% 8 & 51
=

Ft

8. Profit for the period

Profit for the period has been arrived at after
charging the following:

BEAA=TRLAEA

Six months ended 30 June

—ETLF —ETXEF
2007 2006
AR®ETT ARBTIT
RMB’000 RMB'000
(RIBEX) (&%)
(unaudited) (audited)
EExMe Directors’ remuneration
we Fees 157 -
HAb B & Others emoluments 1,260 251
RIKRERA Pension costs 12 13
1,429 264
HMB T4  Other staff costs 9,881 5,906
BIRE PR Pension costs 466 318
BB TR Total staff costs 1,776 6,488
e Depreciation
— % -MEK - property, plant and equipment
B (b (net of Government grants)
BB B) 10,197 6,919
—REWE - investment properties = 84
10,197 7,003
WzERAHKB 2~ Prepaid lease payments charged
JEMFERKIE  to income statement 744 210
REIREE Allowance for bad and
doubtful debts 1 73
FTEEE Allowance for inventories = 59
FERARR A Cost of inventories recognised as
=53 expenses 222,180 186,952
HEWE BEK Loss on disposal of property,
RAEEE plant and equipment = 16
Tiande Chemical Holdings Limited Interim Report 2007 19
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9. &E 9. Dividend
ESTERRBEEMNEE_ZZ The Directors do not recommend the payment
+tEFERNA=FTHIEANERAZFH of any interim dividend for the six months
BE(HBEZTZTRFA=T ended 30 June 2007 (six months ended 30
HIERMER Z)e June 2006: Nil).
10. BREF 10. Earnings per share
RATIRER B AELFRER The calculation of the basic earnings per share
BRTE T BEAE attributable to the equity holders of the

Company is based on the following data:

BEAA=THLEAEA

Six months ended 30 June

—EELF ZETXREF
2007 2006
AR%T AREF T
RMB’000 RMB'000
(RICEZ) (le &%)
(unaudited) (audited)
AN m R AE Profit for the period attributable
BB AEE to equity holders of
7 B ) the Company 18,024 27,064
LEREE
Number of ordinary shares as at
—EZtHF ZEERF
~NA=tH NA=1H
30 June 30 June
2007 2006
FEEIRER  Weighted average number of
BFZE®IE  ordinary share for the purpose
T8 of basic earnings per share 400,000,000 300,000,000
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10. BRER &) 10.

B EEREARR BT
300,000,000/% 8% 15 2 hnkEF5
HHIBREEESTHEDR_TEXN
F—A—-BETmEL.

HREE-TTLFR-ZZTTR
FRAZTHLEXNEALEEBE
BEEE RGO AL EEGR
BERaN-.

1. ME-WBENEE 11.

a:l:—v ‘tqz/\ﬁ +E|JJ:/\
B REBBAME BFE &R
{##) A R ¥#66,000,0007T°

12. B RWERS
/’AIE
B 5K R H A fE W R IB
%E%E’Euﬁz,ﬂﬁmﬁﬁﬁﬂﬁlmﬂ%’]/\
R#77,152,0007T (ZEZ /N 4F
+=—A=Z=+—H: AR
87,175,0007T) *AEBE4ATE S
BEEZEEH-—RBNT—EAZE
NEATE-RMELER B
ZEZERRBANERNUAR K
EECESEKERREREE
ZERER DT :

A E MU 12

Earnings per share (Continued)

For the purpose of the calculation of basic
earnings per share, the weighted average
number of 300,000,000 shares in issue was
assumed as if the Group Reorganisation had
taken place on 1 January 2006.

There was no diluted earnings per share for
the six months ended 30 June 2007 and 2006
as there were no potential dilutive shares.

Property, plant and equipment

During the six months ended 30 June 2007,
the Group acquired property, plant and
equipment of approximately RMB66 million.

Trade and other receivables

Trade and other receivables include trade and
bills receivables of approximately RMB77152,000
(31 December 2006: RMB87,175,000). The
Group allows a credit period normally ranging
from one month to six months to its trade
customers. The bills receivables are of the age
within six months at both balance sheet dates.
An aged analysis of the Group's trade and bills
receivables is as follows:

—EELHF ZEERF
AA=+H +=ZA=+—H
30 June 31 December
2007 2006
AR¥ET T ARBTIT
RMB’000 RMB'000
(RBER) (fe&%)
(unaudited) (audited)
0£90H 0 - 90 days 68,688 81,651
912180H 91 - 180 days 3,708 5,191
1812365H 181 — 365 days 4,756 333
77,152 87,175
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13.

B S EMNERR R EAER
Ig

B SRR R EAE A
%%%%ﬁ%m&%ﬁmﬁ%A
R#53,282,0007T (—ZTZT/;NF+
—A=+—H:AR¥40,627,000

13. Trade and other payables

Trade and other payables include trade and bills
payables of approximately RMB53,282,000 (31
December 2006: RMB40,627,000). An aged
analysis of the Group's trade and bills payables

TT) o ANEEE FER R ER is as follows:
ERZIREDITINT
—EZtF —EER ¢
ANA=+H +=ZRA=+—
30 June 31 December
2007 2006
AR®T T ARBTIT
RMB’000 RMB'000
(REEEX) (fe&%)
(unaudited) (audited)
0£90H 0 - 90 days 39,649 31,648
912180H 91 - 180 days 7,591 8,751
1812365H 181 — 365 days 5,829 212
1 E Over 1 year 213 16
53,282 40,627
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14, R1TEE 14. Bank borrowings
—EELF ZEEREF
ANA=+H +=ZA=+—H

30 June 31 December

2007 2006
ARET T AREEFTT
RMB’000 RMB'000
(REEEX) (fe&%)
(unaudited) (audited)
FE(EZIRTTE R Bank loans repayable:
B — R On demand or within one year 37,740 20,140
F_F In the second year 30,340 24,440
E-ERE In the third to fifth year inclusive
(BEM%F
BEEAN) 24,300 37,720
92,380 82,300
B —FERNEE Less: Amount due within one year
HIVETRED shown as current liabilities
BEZRIA (37,740) (20,140)
—%F%E/#2  Amount due after one year
IR 54,640 62,160
FTERITEEHUAREASE All bank borrowings are denominated in
iz o EHH&EHH‘I‘ET?FEZE Renminbi. Short-term and long-term bank
FENF6.33%FE7.43% (ZTZT borrowings are arranged at fixed interest rates
NFE+ZA=+—H:5.58%% ranged from 6.33% to 7.43% (31 December
7.61%) BFEAREBMAZAFE 2006: 5.58% to 7.61%) exposing the Group to
BEFERER - R ERETE fair value interest rate risks and are secured
BEUAME - BENLRE KEME by property, plant and machinery, investment
RAEBERIEENEERBERTE properties and the Group's interest in leasehold
B+ #ES A R land under prepaid lease payments.
BHE—_EZZEARAF+-_A=1+—8 Subsequent to the year ended 31 December
MEEH REERESAE T 2005, Weifang Tianhong Corporate
T ;BXEEE%E&;BIW Management and Consultancy Company
EERNHBEEERER MK Limited (“Weifang Tianhong"”) in which the
ELJJ;%"‘IE’&@EKE 7 ([ Directors, namely, Mr. Liu Hongliang, Mr.
Kohl) AIANERZ FRBITIRM Wang Zijiang, Mr. Guo Xitian and Mr. Guo
HFEMR LAREETFAER 2 Yucheng have beneficial interests, provided
WHIRITE B M Kol mAE certain securities to the Group's banker to
B ZRITIREZIBFER _ZEZE secure the short-term bank borrowings granted
NEN ARG to the Group. The securities provided by

Weifang Tianhong to the Group's banker was
released in September 2006.
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15. &7 15. Share capital
BHEE
Number of )
shares Amount
FET ARETR
HK$'000 RMB'000
SR Authorised:
SREE.0TET Ordinary shares of
ZEmR HK$0.01 each
RZEERE At 31 December
+-A=+-H 2006 and
RZFT+HF 30 June
~NA=TH 2007 100,000,000,000 1,000,000
BEETRERE: Issued and fully paid:
BREE0.01AT Ordinary shares of
2 EER HK$0.01 each
RIZTTRE At 31 December
+-A=+-H 2006 and
k=TT +F 30 June
~A=TH 2007 400,000,000 4,000 4,031
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16. BIEATRS 16. Related party transactions
BN AEEEETES (BHn During the period, the Group had the following
S FFIIEA - FHFBEEM transactions with Weifang Tianhong in which
BEKEE) HEERERIW ] certain Directors, namely, Mr. Liu Hongliang,
(TEERTE N 2 M ReLEST Mr. Wang Zijiang, Mr. Guo Xitian and Mr. Guo
ZRPWAT: Yucheng have beneficial interests and can

exercise significant influence:

—EELF —ETREF
ANA=+H +=-A=+—H
30 June 31 December

2007 2006

ARET T AREEFTT

RMB’000 RMB'000

(RBER) (fe&%)

(unaudited) (audited)

HEFIE Rental payment 78 17

WY RSAD B A T i RIEFE Weifang Tianhong had pledged its land and

AAEEER —RBTREZE buildings to secure general banking facilities

o KoL B 7 R1TIR granted to the Group. The pledge provided by

HEHER _SZENFENAR Weifang Tianhong to the Group's banker was
Bre released in September 2006.
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17. BEAREYE 17. Capital commitments

—EEtE ZTTRF
AA=+tH +=-A=+—H
30 June 31 December

2007 2006
AR%F T AREF T
RMB’000 RMB'000
(RICEZ) (le &%)
(unaudited) (audited)
BRAEREIR Capital expenditure in respect of
ZEEHER factory construction contracted
REITSHEEME  for but not provided in the
ZEXRLTH financial statements 13,671 16,359
EHRRETR Capital expenditure in respect of
ZEEERR factory construction authorised
87 EREZE  but not contracted for 58,910 88,557
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EEERE
HE-_ES+HA=1THILNEAR"
HAEMISHRFERUT AEEE R
EERBA N BEEBNFEEE
W EEEEDHARKE262,700,000
T EEFRERI2.3% c EERETE
EHRRIERINS(LRN 0% Ee4
BETHZER UERRLERERA
—B = Z B K IRIE RSB

RELSETERER UNEBEENK
KEEFRIER L 35% @ BERIEEHA
HERTEIHEBREN TG B8
EFRAEFRLP19.1% N24.6EH

DEIZE145% °

AEBR-_ZTLFH/NEA M-
SHERDHATIEMNG64.2% I A
R¥3,600,00070 E2REAEERA
NMHE RS AMATEI B — AT
TN EFRIEAIEIN34.3% sk AR #E
2,800,000 7 YA EFEE RFHE
RREh & B AN S P BR

REBSHAN AEEREYECEHE
BRAFEESESZSAR EFHAF
BEEHHELEFENOAR
#900,0007T B 5t AU EE K

Summary of operating results

For the six months ended 30 June 2007, the Group
recorded a remarkable growth of the turnover even
though its product price was adjusted downward
since the keen market competition. The turnover
reached approximately RMB262.7 million,
representing an increase of 12.3% compared to the
corresponding period last year. The growth was
mainly due to the contribution of new products such
as sodium cyanide, cyanoacetate and high purity
isobutylene, in addition to the substantial growth of
methyl cyanoacetate and diethyl malonate.

Despite a health growth of the turnover and the
overall unit cost was decreased by 3.5% when
compared with the corresponding period last year,
the open market price of some of the products was
decreased during the period under review. The overall
gross profit margin recorded a decrease of 4.6%
point to 14.5% when compared with 19.1% in the
corresponding period last year.

The Group's selling and distribution expenses
increased by 64.2% or approximately RMB3.6 million
during the first six months of 2007, mainly due to
the increase in freight costs and sales commission.
General and administrative expenses also increased
by 34.3% or approximately RMB2.8 million over the
corresponding period last year as a result of the
business expansion and start-up operating costs of
new production plant.

During the period under review, the investment
properties of the Group were classified as at
fair value through profit or loss for which a net
profit arising from changes in the fair value of
approximately RMBO0.9 million was included in
the income statement.
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REXLEBE (#)
AR RIRAERF B A SEFHEEEHA
R#18,000,00070 BEFRIPHAR
#27,100,0007T TF&33.4% o RA AR
B ANEIRFETEAEE.9% « REF
[RIHA11.6% TB&4.7% °

BREAREF AARE0.045T (HEZ
ZEXRFENA=ZTHIEANEAR FBRA
R#0.097T) ©

E A EI)=

E_ZTLFLE¥FE AEEFAER
EERMUB AT R ER AR HE
FRIALLE BEEETILRI123%E
4N R#262,700,0007T R EIEEHIA -
BEXBRMBZ —NEALBERS
1 BEERN A EA N EERRS X
O [F) HA b B BE B 5N R AT R
3.5% o BIRM MBS NEERKE E#E
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Summary of operating results (continued)
The profit attributable to equity holders of the
Company was dragged down to approximately
RMB18.0 million, representing a decrease of 33.4%
when compared with approximately RMB27.1
million in the corresponding period last year. The net
profit margin attributable to equity holders of the
Company was 6.9%, representing a decrease of
4.7% as compared with 11.6% in the corresponding
period last year.

Basic earnings per share amounted to RMB4.5 cents
(six months ended 30 June 2006: RMB9.0 cents per
share).

Business review

In the first half of 2007, the Group adjusted its
business strategy to extend its market shares. In
result, the overall turnover was increased by 12.3%
to approximately RMB262.7 million as compared
with the corresponding period of last year. In spite
of the cost of mono chloro acetic acid, one of the
core raw materials, stood high during the period
under review. Leveraging on the adoption of vertical
integration production strategy, the overall cost of
sales was still decreased by 3.5% as compared with
the corresponding period last year. It is proven that
the vertical integration production strategy is a right
business direction to reduce the Group's reliance on
the raw materials supply from the open market.
However, the open market price of some of the
products was decreased during the period under
review, it was inevitably that the overall gross profit
margin of the Group was adjusted downward.
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ESACINE ) Business review (continued)
R DEEIBEIER A REEHERA  Although the turnover was growth healthy and overall
T|3¢ ANEFBEBB KRBT E(1)E  cost of sales was decreased, the overall financial
DEMTISHEERE NEIIBEIX  performance of the Group was still adversely affected
ZEMR QAEE I HEKAFIZT by (1) the open market price of some of the products
FRFTEMGERIIBESTHAN LA was decreased leading to a lower gross profit margin,
FEECESNTER A EEMA (2 the significant increase in distribution costs and
TERBRZ AT E - BEHEMIIRE  a higher administrative expenses caused by the
IR Z SRR M AB FER - R A FIIHER  completion of construction for the new production

BAEEZFZARE18,000,0007T  lines, and (3) the profit contribution from the new
A FRHIA ARKE27,100,0007THE, products has not been fully reflected during the
WA33.4% © period under review. While it was alleviated by the

profit from revaluation of investment properties, the
profit attributable to equity holders of the Company
was approximately RMB18.0 million, representing a
decline of 33.4% from the corresponding period last
year approximately RMB27.1 million.

NEBEBERD Z’Eﬁ BENRIFE  The Group's overall business remains sound and well
li:% EFZRE RTTEFTFFEM  developed. The Directors believe that the temporary
SRR BRI e @R R Itk market adverse impact probably will be diminished
9|\ NEB—FEMRAEHE L -AE®  in the second half of 2007. Besides, a number of
ZRBYBERRBERREER SRS new products of the Group will be launched very
soon. The Group's overall financial performance is

expected to be improved shortly.

ANEBBBEETHERIRERR B4  The Group continued to focus on its business
D&t IE RFEE A 0 (i) sR1L S ERE  development strategies including (i) strengthening
R SE4E (i)VIRFHEERMEZFEE  research and development capabilities; (ii) reinforcing
W R(v)IBKERIEE- sales channels and distribution network; (iii)
advancement of production facilities for better
efficiency; and (iv) expansion of product range.

REE+-A ANEBMBEA—IETHE  The Group has acquired a piece of land and
MERNER—EREE N HBEMZE  properties for the development of a highly competent
Rl EEMARE P LELLEK  research and development professional centre in
S BAIERIREE-ZP LEBIRIE  December last year. The Directors are pleased to
EAEERREREENELAEEY  report that the centre has been established and is
KETE WRBEEENZHES AR now in operation. The aim of the centre is to enhance
& B AR S R i o the quality of the existing products of the Group and
improve the Group's production procedures as well
as develop new potential products to bring new
business opportunities to the Group.
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Business review (continued)

With a view to increasing the Group’s products
acquaintance in the market and further enhance the
market position of the Group and its corporate image,
the Group has participated in the two fine chemical
fairs held in Nanjing and Shanghai of the PRC during
the period under review. The Group has also planned
to take part in an influential fine chemical fair to be
held in Europe in the fourth quarter of this year. The
Group believes that the participation will uplift its
international market status and it is also an initial
step to directly open and expand the overseas
market of the Group. It is also facilitate the marketing
of the new products of the Group that will be
launched in the second half of this year.

The Group has been continuously devoting more
efforts in accelerating production technology
advancement, maintaining premium products
quality, improving products features, following its
upward vertically integration production strategy and
also maintaining its mass production strategy to
achieve the advantage of economic of sales. During
the period under review, the Group has expanded
the production capacity of di-ethyl malonate to a
capacity of 3,000 tons per annum to cope with the
growing market demand. In addition, the trial
production of methanol and high purity isobutylene
was commenced in the first half of this year. The
production of another new product, namely cyano
acetic acid which is a core raw material for production
of caffeine and used in wide range of varies
pharmaceutical products, was also started in May
2007 The Group is convinced that the above new
potential products will bring certain profit
contribution to the Group in the second half of this
year and coming future.

On top of that, the Group was also designated a
committee to address and control the safety and
environmental protection issue in order to achieving
the lowest production and inherent risk operation.
The Group believes that has a sufficient and efficient
safety and environmental protection control will build
a solid foundation for sustaining future development
of the Group.
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B2 Prospects
B-_ZTRHERK BXEEH 2% The Group has invested heavily in production
i*E $%.EK£?X§K$F%%L infrastructure since 2005 to support the anticipated
RE-FE-_ZZLFEN\AM AEEEE  business growth. In August 2007, the construction
EMRaBREEE EFEMIEE of production lines for upstream products like, mono
BERD TR ANEELEEFE EZF  chloro acetic acid and hydrochloric acid which are
KAEBBETHEELEEREMBEE  the core raw materials of the Group were completed
M —HRMIBEEARTISEME ZME  and the production by the Group was commended
FE°§$¥T?§%§“ IR ABEIABIES]  immediately. Through the self-supply of such core
iii—r5¢ﬁﬁ/ﬁ1+/b°%§ﬁﬁz’&¢.§ raw materials, it can further reduce the reliance on
Duﬁﬂﬂ}ﬁHﬂTiﬁﬁbugﬁ REBE KRG the raw materials supplied from the open market.
EEC The Directors have strong confident that the overall
unit cost will be under well control and dropped
continuously. It is expected that the competitiveness
of the Group’s products will be strengthened
continuously and the Group’s results will be getting
better.

BESMEETHBE_STLF FEE With the trial production of high purity isobutylene

EEMERE BETKBETEMN =2 in the first half of 2007, the production of

THE+— ARIREE LI EESRYE  polyisobutylene will be scheduled in November

EPAEEEREBZTLIN REI 2007 The new product line will facilitate the

ARNEEERFERBAEIMERK  diversification of the Group's products and bring a

*’*F’fﬁi s/, better return to the Group to counteract the effect
of the operating expenses for the new production
plant.

BEMSHTFEEHZ AEBKEKEL  Despite the intensifying market competition, the
RREAVMIERNEEEAE 1EH/44E  Group will take various effective measures to
REHERY  UANREAEBHFER LA improve profit margin, control sales and marketing
AR R BB Bl o spend, and develop new potential products to
enhance the overall return to the shareholders.

RERF REBBRIMSEZALESR  Looking forward, the Group will adopt an
B BNSIARMEELZHEENZHE  optimization of production strategy, striving to
R M EA N AE  LARF introduce and develop more new potential products
EmFORSTEHE—SRBAEE I  and deploy upward vertical integration of production
2O RNEBMBHERBEERF B to strengthen its competitive and in supporting
BHEETIFRZERRMBICEETER  further growth of the profitability. Besides, the Group
HEELHZESHE EEANZEBEM  will continue to streamline the production
NN B AR BRAMTIS®S)  procedures, strengthen the capacity of each
EFHREBTABH R IEREE- production process and improve its production
techniques. Riding on such right business direction,
with the strong foothold and extensive experience
in the industry and also given the strengthen of the
Chinese domestic market, the Directors are
optimistic on the coming future growth of the Group.
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For the six months ended 30 June 2007, the Group's
primary source of funding was derived from the cash
generated from operating activities and newly raised
bank borrowings. The Group's cash resources have
principally been used to pay for the acquisition of
property, plant and equipment, prepaid lease
payments and repayment of bank borrowings.

The increase in net cash inflow from operating
activities from approximately RMB10.4 million of
corresponding period last year to approximately
RMB49.1 million was primarily attributable to the
decrease in trade and other receivables and the
increase in trade and other payables. Besides, the
new raised borrowings amounted to RMB20.3
million (six months ended 30 June 2006: RMB142.6
million) generated cash inflow from financing
activities.

With the financial resources obtained from the
Group's operations, the Group had invested
approximately RMB72.2 million (six months ended
30 June 2006: RMB33.8 million) in the acquisition
of the prepaid lease payments, property, plant and
equipment, and repaid approximately RMB10.2
million (six months ended 30 June 2006:
approximately RMB69.7 million) bank borrowings.

As at 30 June 2007, the Group had cash and bank
deposits of approximately RMB24.0 million (31
December 2006: RMB38.7 million). The total amount
of outstanding borrowings was approximately
RMB92.4 million (31 December 2006: RMB82.3
million), in which short-term loans amounted to
approximately RMB37.7 million and long-term loans
amounted to approximately RMB54.7 million. The
Group’s gearing ratio which is represented by the
ratio of total borrowings to total shareholders’ equity,
was approximately 28.6% (31 December 2006:
27.1%).
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Financial review (continued)

Liquidity and financial resources (continued)

With the positive cash inflow from the Group's
operations, its available banking facilities and existing
cash resources, the Group will continue to maintain
a health finance position to meet its working capital
requirements, capital commitments and future

investments for expansion.

Pledge of assets

As at 30 June 2007, the Group had approximately
RMBO0.2 million bank deposit (31 December 2006:
approximately RMB1.8 million), which was pledged
for bills facilities. Certain property, plant and
equipment of the Group with an aggregate net book
value of about RMB64.0 million (31 December 2006:
approximately RMB63.6 million) and prepaid lease
payments of approximately RMB59.0 million (31
December 2006: approximately RMB59.0 million)
were pledged to secure the Group’s bank

borrowings.

Contingent liabilities

As at 30 June 2007, the Group had no material

contingent liabilities.

Exposure to fluctuations in exchange rates

The Group's assets, liabilities,

revenues and

transactions are mainly denominated in Renminbi,
Hong Kong dollars and United States dollars with its
operation mainly in the PRC. Bank borrowings were

denominated in Renminbi.

The Group’s foremost exposure to the foreign
exchange fluctuations was caused by the revaluation
of Renminbi during the period under review. The
Group's export sales were, in majority, denominated
in United States dollars. Nevertheless, the Group has
not experienced any material difficulties or effects
on its operations or liquidity as a result of the
fluctuations in currency exchange rates during the

period under review.
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Human resources

As at 30 June 2007 the Group has 824 full-time
employees (31 December 2006: 686 full-time
employees) of which 739 were production and
warehouse, 17 were sales and marketing, 8 were
research and development centre, and 60 were back-
office supportive employees. The increase in the
number of employees was mainly due to the
expansion of the Group's businesses and operations.

The Group strongly believes that talent is an
invaluable asset to the corporation and, according,
provides a wide range of training and personal
development programs, as well as an attractive
remuneration package to the employees. The Group
also has established its human resources policies
and procedures with a view to deploying the
incentives and rewards of the remuneration system.
The remuneration package offered to employee was
appropriate for the duties, performances,
qualifications, and in line with the prevailing market
terms. Staff benefits including medical coverage and
provident funds were also provided to employees.
Employee would receive discretionary bonuses and
monetary rewards based on their ratings in annual
performance appraisals. The Group also offered
rewards or other incentives to motivate personal
growth and career development of the employees,
such as ongoing opportunities for training to enhance
their technical and product knowledge as well as their
knowledge of industry quality standards. All new
staff of the Group are required to attend an
introductory course, while there are also various
types of training courses available to all the Group's
employees.

The Group has also adopted a share option scheme
for the purpose of providing incentives and rewards
to eligible participants who contribute to the success
of the Group's operations. During the period under
review, no share option was granted to employees.
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Dividend policy

The Company intends to declare and pay annual
dividends. The payment and the amount of any
dividends will be recommended by the Directors in
accordance with the relevant rules and regulations
and dependent on the Group's results of operations,
cash requirements and availability, financial
condition, acquisition opportunities, the provisions
of relevant laws, among others. Subject to the factors
described above, the Board intends to recommend
at the annual shareholders’ meetings a dividend
amount about 20% of the net profit for the year
available for distribution to the shareholders in the
future.

Directors’ and chief executive's interests
and short positions in shares, underlying
shares and debentures

At 30 June 2007, the interests and short positions
of the Directors, chief executives of the Company in
the shares, underlying shares and debentures of the
Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures
Ordinance (“SFQO")) which were notified to the
Company and The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests
and short positions which any such director or chief
executive was taken or deemed to have under such
provisions of the SFO) and were recorded in the
register maintained by the Company pursuant to
section 352 of the SFO, or which were notified to
the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by
Directors of Listed Companies (the “Model Code")
contained in the Listing Rules, were as follows:
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Directors’ and chief executive's interests
and short positions in shares, underlying

shares and debentures (continued)
Long position in the shares of the Company

EERTRAAH

FERABE/ BRBER (%)

R 2 s Approximate %

DR/ HEEEER Number of shares in the

EEpE Company/name of held/interest 51 total issued

Name of Directors associated corporation in the Shares  Capacity share capital
(Hizt1)
(Note 1)

Bz EE FEEEERAT 300,000,000  FEIEEAEZER 75.00%

Mr. Liu Hongliang Cheerhill Group Limited (Bfz£2)  Interest of
(Note 2) controlled
corporation

Fifet:
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BEBEED R KR ERHEEI8%
26% ~115% 11.5% - 65% % 65% °
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Notes:

1. The 300,000,000 Shares were held by Cheerhill
Group Limited (“Cheerhill”), the entire issued share
capital of which is ultimately beneficially owned as
to 38% by Mr. Liu Hongliang, 26% by Mr. Wang
Zijiang, 11.5% by Mr. Guo Xitian, 11.5% by Ms. Zheng
Hong, 6.5% by Mr. Guo Yucheng and 6.5% by Mr. Fu
Anxu.

2. Mr. Liu is deemed to be interested in the 300,000,000
Shares referred to in Note 1 above by virtue of his
38% interest in Cheerhill.

Save as disclosed above, as at 30 June 2007 none
of the directors and chief executive of the Company
had or was deemed to have any interests or short
positions in the shares, underlying shares or
debentures of the Company and any of its associated
corporations (within the meaning of Part XV of the
SFO) which had been recorded in the register
maintained by the Company pursuant to section 352
of the SFO or which had been notified to the
Company and the Stock Exchange pursuant to the
Model Code as set out in the Listing Rules.
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BENTETHRAERIM M Directors’ and chief executive's interests
B K EH 2 R RKA (#)  and short positions in shares, underlying
shares and debentures (continued)
RAQBRB 2R (&) Long position in the shares of the Company
(continued)
AAF S EEMAZER AR HBAFE At no time during the period was the Company or
BRMBARREABELISIEMZ  any of its holding companies, its subsidiaries or its
P SARNREERSMITHMAEBSME  fellow subsidiaries a party to any arrangement that
FriR@sERBmt/\Hm2 TLABAK  enable the directors and chief executives of the
AR EMABREREM DS ABREIAX  Company or their spouse and children under 18 years
Mk fEHo of age to purchase any shares or underlying shares
in, or debentures of, the Company or its associated
corporation.

/|

TEREARQNBIRMD 2% Substantial shareholders’ interests and

PN

IS829= short positions in the shares of the
Company

RZFBEZLFRNA=ZFTH BARXFTE At 30 June 2007, the following persons who held

BV EBARRBDEITRAE%EIA L interests of 5% or more of the issued share capital

#EZ THIAL BR8N ARRMRIE  of the Company, other than directors of the

EBEHELHEIEMEICIEFTFEEZRE  Company, were recorded in the register of members

HfA: required to be kept by the Company pursuant to
Section 336 of the SFO:

RAQTRB 2R Long position in the shares of the Company
FERHEE REH
R EREE HEBTREAEH
Number of shares A E D (%)*
BRER BB held/interest Approximate %
Name of in the Shares and 51 in the total issued
shareholders aggregated interest  Capacity share capital
HEEEFRAF 300,000,000 Em#HAA 75.00%
Cheerhill Group Limited Beneficiary owned

B EXFFBEEIINBHE_ZTZTHLEN  Save as disclosed above, the Company has not been
A=1+H AARWEEEMALAE notified by any person who had any interest or short
RARR Z BIDSABREMRD T B position in the shares or underlying shares of the
AIREES M EENAMNEZRAT Y  Company as at 30 June 2007, which are required to
RERAR HFEAALTRIED SR be notified to the Company under the SFO or which
HEEHIEI361EFE 2 B MHPEsE  are recorded in the register required to be kept by
RSOk E the Company under section 336 of the SFO.
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Share options

The Company operates a share option scheme (the
"“Share Option Scheme”) for the purpose of providing
incentives and rewards to directors, eligible
employees, any shareholder of each member of the
Group or associated company or any of their
respective associates, who contribute to the success
of the Group. The Share Option Scheme has become
effective for a period of 10 years commencing on 4
October 2006 and up to 40,000,000 options entitling
the holders thereof to subscribe for up to 40,000,000
shares may be granted under the Share Option
Scheme.

As at 30 June 2007, no option has been granted or
agreed to be granted to any person under the Share
Option Scheme.

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 2007

The senior management, who, because of their
office in the Company, are likely to be in possession
of unpublished price sensitive information, have been
requested to comply with the provisions of the
Model Code and the Company’s code of conduct
regarding securities transactions by Directors.
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Purchase, sale or redemption of the
Company's listed shares

During the six months ended 30 June 2007, neither
the Company nor any of its subsidiaries had
redeemed, purchased or sold any of the Company’s
listed shares.

Corporate governance practices

The Company has complied with all the code
provision of the Corporate Governance Practices (the
“CG Code") as set out in the Listing Rules during
the six months ended 30 June 2007, except that
there is no separation of the role of Chairman and
chief executive officer (“CEQ"), Mr. Liu Hongliang
currently assumes the role of both the Chairman and
general manager of the Company. In view of Mr.
Liu's extensive experience in the industry and deep
understanding of the Group’s businesses, the Board
believes that this structure provides the Group with
strong and consistent leadership and allows for more
effective and efficient business planning and
decisions as well as execution of long term business
strategies. As such, it is beneficial to the business
prospects of the Company.

Audit committee

The Audit Committee of the Company comprises the
three independent non-executive directors of the
Company, namely Mr. Leung Kam Wan (Chairman
of the Audit Committee), Mr. Guo Baoyu and Mr.
Liu Chenguang. The Audit Committee has reviewed
the accounting principles and practices adopted by
the Company and discussed internal control and
financial reporting matters with senior management
relating to the preparation of the unaudited
condensed consolidated financial statements of the
Group for the six months ended 30 June 2007 There
is no disagreement raised by the Audit Committee
on the accounting treatment adopted by the
Company during the period under review.
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Remuneration committee

According to the CG Code, the Company established
a remuneration committee (the “Remuneration
Committee”) on 4 October 2006 with specific written
terms of reference in accordance with the CG Code.
The Remuneration Committee currently comprises
an executive director of the Company, Mr. Liu
Hongliang (Chairman of the Remuneration
Committee) and three independent non-executive
directors of the Company, Mr. Leung Kam Wan, Mr.
Guo Baoyu and Mr. Liu Chenguang.

During the period under review, the remuneration
committee has reviewed and approved the
remuneration packages of executive directors and
senior management of the Company by reference
to corporate goals and objectives of the Group.

Compliance adviser’s interest

Pursuant to the compliance adviser agreement dated
16 October 2007 entered into between the Company
and First Shanghai Capital Limited (“First Shanghai”),
First Shanghai has been appointed as the compliance
adviser as required under the Listing Rules for the
period from 27 October 2007 to the date on which
the Company complies with Rule13.46 of the Listing
Rules in respect of the Company’s financial results
for the year ending 31 December 2007. First
Shanghai is paid for acting as the Company'’s
compliance adviser.

As notified by First Shanghai, save as disclosed
above, neither First Shanghai nor its respective
directors, employees or associates (as defined in the
Listing Rules) had any interest in the shares of the
Company, or had any options or rights to subscribe
for or to nominate persons to subscribe for the
shares of the Company as at 30 June 2007.

By order of the Board
Liu Hongliang
Chairman

Hong Kong, 14 September 2007
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