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Condensed Consolidated Income Statement

ApeTEERER A
(TEE NDHERZEES(

B AR REME AR AEE )
BE-_ZZ)N\FXRA=THIEAREAZ
AEELERREES
FRBZEBHFRMZENT

[ARADESE
[E=g )RR

ER-ZTTL

The board (the “Board”) of directors (the
“Directors”) of Tiande Chemical Holdings Limited
(the “Company”) is pleased to announce the
unaudited condensed consolidated results of the
Company and its subsidiaries (the “Group”) for the
six months ended 30 June 2008 together with the

comparative figures for the corresponding period in
2007 and the notes as follows:

BEAA=tHILEAEA

Six months ended 30 June

—EEN\F ZETLF
2008 2007
Kiat AR¥ T ARKETTT
Note RMB’000 RMB'000
(REFEX) (REEFEZ)
(unaudited) (unaudited)
EER Turnover 4 416,270 262,710
HEKAR Cost of goods sold (355,440) (224,887)
E7 Gross profit 60,830 37,823
HAbA Other income 5 3,112 1,729
HEME Selling expenses (15,260) (9,317)
TE R Administrative expenses (16,345) (11,100)
REMENFEESE  Change in fair value of
investment properties 660 1,220
BT AR Finance costs 6 (7,037) (1,634)
MR A A Profit before tax 25,960 18,721
FrsfiAx Income tax expense 7 (2,414) (697)
RATIRBESEA Profit for the period
FEAE A ERE T attributable to equity
holders of the Company 8 23,546 18,024
HFREF Earnings per share AR¥0.069t AR¥0.0457T
—EK - basic 10 RMBO0.059 RMBO0.045

—BT )\ R

REBCTERERAE
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Condensed Consolidated Balance Sheet

—BENE T+ F
ANA=+H +t=ZA=+—H
30June 31 December
2008 2007
Htat AR¥TT ARETT
Note RMB’000 RMB'000
(REBTEXR) (Fez1z)
(unaudited) (audited)
FREBEE Non-current assets
W - BB K& Property, plant and
equipment 11 368,896 369,684
A EFIE Prepaid lease payments 65,739 66,457
B Investment properties 10,360 9,700
BEYE  BEX Deposits for acquisition of
HE2EE property, plant and
equipment 18,740 6,494
EEFIBEE Deferred tax assets 468 669
464,203 453,004
REBEE Current assets
FE Inventories 72,672 53,172
B 5 RBER R Trade and other
E b FE YR IE receivables 12 144,125 216,676
EEAIRITER Pledged bank deposits 300 16,400
RIT MR &5 Bank and cash balances 5,530 29,207
222,627 315,455
RBARS Current liabilities
B S REMANERR Trade and other
E b FE 308 payables 13 125,137 254,849
FERTREES A R ZUE Amount due to
a related company - 39
RITEE Bank borrowings 14 128,126 82,557
mEBIEAE Current tax liabilities 2,000 304
255,263 337,749
REBEEFE Net current liabilities (32,636) (22,294)
HEERRBEE Total assets less current
liabilities 431,567 430,710
FREBEE Non-current liabilities
RITEE Bank borrowings 14 57,480 75,200
EEFIBEAE Deferred tax liabilities 1,790 1,600
IEFEUTA Deferred income 25,521 26,892
84,791 103,692
BEEFE NET ASSETS 346,776 327,018
BEARHEiE Capital and reserves
%N Share capital 15 4,031 4,031
B Reserves 342,745 322,987
RS TOTAL EQUITY 346,776 327,018
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RGeS RSB R
Condensed Consolidated Statement of Changes in Equity

BHEZZT ) \FAA=t+HIEAEACGRESEZ)
For the six months ended 30 June 2008 (unaudited)

NEERE  EALE  RRGR
BE  ROEE GHEE BHORE  DES & L BE  RER  ENGR  4RE
Share-
Surplus Public ~ Property  Capital based Accu-
Share Share  Special  reserve  welfare revaluation contribution  payment  mulated Translation Total
capital  premium  reserve fund fund  reserve  reserve  reserve profits  reserve equity
ARBTR ARETR ARMTR ARMTR ARMTR ARMTR ARBTR ARMTR ARETR ARTR ARMTZ
RMB'000 RMB'000  RMB'000 RMB'000 RMB'000 RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000
RZZZNE-A-H  At1January 2008 4,031 89,544 31,182 121 633 1,359 951 - 188747 (702) 327,018
EEBREENERT  Exchange diferences
EERRETEDZ  arising on translation of
ENER foreign operations
recognised directly in
eayity - - - - - - - - - (41) 41)
KR Profit for the period - - - - - - - - 23546 - 23546
BAEDZMARR)  Total recognised income
E (expense] for the period - - - - - - - - 2354 @7 23499
EDRiELE Recognition of equity-settled
share-ased payments - - - - - - 549 191 - - 740
2007 final dividend - - - - - - - - (4,481) - (4,481)
At 30 June 2008 4,031 89,544 31,182 1213 633 1,359 1,500 191 20812 (149) 346,776
(ZZTTEFRNASTRENERCGREER)
For the six months ended 30 June 2007 (unaudited)
NEERE  ARHE  RBAR
A ROEE HAEE EMOWE  Nad i i RE  ZER EXERE  4RE
Share-
Surplus Public  Property Capital based Accu-
Share Share  Special  reserve  welfare revaluation contrbution  payment  mulated Translation Total
capital  premium  reserve fund fnd  reseve  reserve  reserve profits  reserve equity
ARBTL ARETT ARMTL ARBTR ARETL ARMTL ARETL ARMTL ARETT ARETR ARMTIL
RVB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
RZZZLE-A-H A1 Janvary 2007 4031 89,544 31,182 7819 633 - - - 170841 (230) 303920
EERBEENESE  Exchange differences
ZEHER arising on translation of
foreign operations - - - - - - - - - (181) (181)
NEERRR Surplus on revaluation of
properties - - - - - 1,359 - - - - 1,359
EZNREREDZ  Netincome [expense]

WARR)5E recognised directly in equity - - - - - 1,359 - - - (8 1178
AR Proitfor the period - - - - - - - - 180 - 180
BREZZMARR)  Total recognised income

&8 (expense) for the period - - - - - 1,359 - - 1804 (181) 19202
E2d Transfer - - - 1 - - - - 1] - -
RETTLERAZTA A30 June 2007 4031 89,544 31,182 7820 633 1,359 - - 188964 4 3312

ZERT)\Frh R
REBCTERERAE
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Condensed Consolidated Cash Flow Statement

BEAA=THILAEA

Six months ended 30 June

—EBENF ZETLF
2008 2007
AR¥ T AREFTT
RMB’000 RMB'000
(REEEX) (REEFEZ)
(unaudited) (unaudited)
REXBRBRE NET CASH FROM
HFEE OPERATING ACTIVITIES 4,642 49,079
BEWE BER Purchase of property,
S plant and equipment (48,739) (64,477)
BEYE - MENMRME Deposits paid for acquisition of
2B property, plant and equipment (12,246) (6,426)
SZHREMAEE Payments of prepaid lease = (1,310)
BIEFRITERRS  Decrease in pledged bank deposits 16,100 1,607
BEUF B Interest received 374 197
RETBFTARS NET CASH USED IN INVESTING
REE ACTIVITIES (44,511) (70,409)
EfRITEER Repayment of bank borrowings (60,103) (10,220)
FERITIEER New bank borrowings raised 87,952 20,300
BRFLE Interest paid (7,008) (1,634)
2R E Dividends paid (4,481) -
BMETEFERS NET CASH FROM FINANCING
FHE ACTIVITIES 16,360 8,446
HeRBREEHE NET DECREASE IN CASH AND
WA FEE CASH EQUIVALENTS (23,509) (12,884)
PHzBEER CASH AND CASH EQUIVALENTS
Re%E AT THE BEGINNING OF
THE PERIOD 29,207 36,899
HNEERBSES EFFECT OF FOREIGN EXCHANGE
RATE CHANGES (168) (190)
HEZHAER CASH AND CASH EQUIVALENTS
ReEEE AT THE END OF THE PERIOD,
REPRESENTED BY
LASRT RIR £ A8 K Bank and cash balances 5,530 23,825
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Notes to the Condensed Consolidated Financial Statements
HE-_ZZT)\FA=THIEAEA
For the Six Months Ended 30 June 2008

1.

mBLELE
AEEZERARA P HIEHRE
DIRBEBRERZMARAF
EHETRA EmRA) M8
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gt Ag (BB gsEAE )
ez BB G AERIE345E ([ &
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A B 5 [ B 75 o P R SR
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= °
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TEEWE 2 &G - TNEEEAE
ATAHAFRERAEEBRAR, &
FHEDSE2RMOANZRRAE
EiRETMERBRERE: R(i)AX
EEBTERAYRZEZRY
ETHMPRE  EEREAE
EIEE R & E R B ARK
ZRITALEZ([BERITEL
B2 )z A EARNRR LD
HOBAMEBLEEREA - &
It - %84 A R # 149,200,000
THIEERTESEZE ARNK
HWHE-_ZZN\E~A=FTHIL
HEEBEEEANE S EMNER
N HAb T FRIA o

—BT )\ R

REBCTERERAE

1.

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 Hong Kong
Accounting Standard 34 (“HKAS 34") “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA").

The unaudited condensed consolidated
interim financial statements do not include all
the information and disclosures required in
the annual financial statements, and should be
read in conjunction with the Group’s annual
financial statements for the year ended 31
December 2007.

Critical judgements in applying

accounting policies

After evaluating (i) the legal opinion on the Bills
Law of the People’s Republic of China (“PRC")
for the bank acceptance bills endorsement
arrangement obtained by the Group; (ii) the
written irrecoverable undertaking from major
creditors of the Group who have irrecoverably
undertook not to make any claim and in any
event to waive such claim against the Group
arising from and/or in connection with the bills
endorsed to them; and (iii) the fact that the
Group has not experienced any claims arisen
from such bills endorsement arrangement
so far, the Directors are of the opinion that
the risks and rewards associated with the
ownership of those bank acceptance bills
received by the Group and endorsed to its
creditors (“Endorsed Bank Acceptance Bills”)
have been substantially transferred. As a
result, the Endorsed Bank Acceptance Bills in
the sum of approximately RMB149.2 million
have been applied to set-off against the trade
and other payables towards the relevant
creditors for the period ended 30 June 2008.
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Notes to the Condensed Consolidated Financial Statements
HE-_ZZT)\FA=THIEAEA
For the Six Months Ended 30 June 2008

3.

T ERHTE

REEZEARA P BEHRER
TIRE L AME DR R - WL
BEMERANFEI R EGFDL

fEa]

RELREEZERES P
BREAZETHERRREL
HEE—TTLFT A=+
B FEZ EREMHREAEA
EBC RERANTHIERE
BRI 2 BBMBME LR ([ EFE
B EER | BRE R G
KRR - BRI RBEN
ZRNF-A-BHz&RAKZ
SETEARIAER

B (BB EETBRE
WmEREZES)  EAIFES -
-REE1% EERETF

RS

&5 (BERE% PR
WmEREZES) LB
—REBE125%

5 (BB % aEgTER
mEREZES)  F19%-
—BE 1455 RERH

BERZ
5EES
RERE
HE %

R SR MRS R EE
EEMFBHRARRKRIRE|EKX

B2 488
Mo

3.

Principal accounting policies

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.

The accounting policies and basis of
preparation used in the preparation of the
unaudited condensed consolidated interim
financial statements are consistent with those
used in the annual financial statements for the
year ended 31 December 2007, except for
the adoption of the following new and revised
Hong Kong Financial Reporting Standards
("HKFRSs") (which also included Hong Kong
Accounting Standards and Interpretations)
that are effective for the accounting periods
beginning on or after 1 January 2008:
HK(IFRIC)-Int 11 HKFRS 2 - Group and
Treasury Share
Transactions
HK(IFRIC)-Int 12 Service Concession
Arrangements

HKAS 19 - The Limit on a
Defined Benefit Asset,
Minimum Funding
Requirements and
their Interaction

HK(IFRIC)-Int 14

The adoption of these standards and
interpretations has no material effect on
the results and the financial position or
performance of the Group.
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Notes to the Condensed Consolidated Financial Statements

BEZTZEN\FAA=THIEANER
For the Six Months Ended 30 June 2008

3.

FESHBER(#)

AR - BETERRRRE
EEMERRREE_ST/N\F
TTA=+t—HUEFEEKR A

AR BB FERAY

HR G Bup R e
F15REERT) 275

B ER) fEER A
S5 235% (B 1ERT)

HR G fra R
F2TROSERT)  MIBHwERS

B gL heRE
FEI2RLREE TARRA
FEHEREIE BRES
(1&3T) A E2

TRPGHSEEL BEOGME

E25E(IERT) N
ERMBWMEER EHAG
FEI/UEERT)

EBMBMELER LEHE
E85%

E5 (BB BEERH
WwEREBZEY) ETE)
—REE135%

1 REZZNFLA-RARZEHRZ
FEAMEX

2 RZBENF-A—RARZERIRZ
FEBBEX

3 RZBFNFLA-ARZEHMRZ
FREBREER

REBIFFAEZEEALREY
REBEZZE  EBEMZETER
RRESTEHAEENEER
FBARRERERTZE -

ZET \FRERE
REATERERAR

Principal accounting policies

(Continued)

The following new standards, amendments
to standards and interpretations have been
issued but are not effective for the year
ending 31 December 2008 and have not been
early adopted by the Group:

Presentation of Financial
Statements?
Borrowings Costs?

HKAS 1 (Revised)
HKAS 23 (Revised)

HKAS 27 (Revised) Consolidated and Separate
Financial Statements?

HKAS 32 & HKAS 1 Puttable Financial

(Amendments) Instruments and
Obligations Arising on
Liquidation?
HKFRS 2 Vesting Conditions and
(Amendments) Cancellation?

HKFRS 3 (Revised) Business Combinations 3

HKFRS 8 Operating Segments 2

HK(IFRIC)-Int 13 Customer Loyalty

Programmes'’

1 Effective for annual periods beginning on or after 1

July 2008.

2 Effective for annual periods beginning on or after 1
January 2009.

3 Effective for annual periods beginning on or after 1
July 2009.

The Group is in the process of assessing the
impact of these standards or interpretations
and does not expect that there will be material
impact on the Group's results of operations
and financial position.
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Notes to the Condensed Consolidated Financial Statements

BEZTZEN\FAA=THIEANER
For the Six Months Ended 30 June 2008
4. EEBNDEEH
(a) B¥H
EEBEROBRPANLES
oo BRF T LSRN 8 Wi R 2 078
T -

(b) HBRMLEDE

RERE 2 5 R O IR
AR RIAER B AR T A
2ERBEREREERBAL
TER EFZRR  ARNZ
FEBRE B RASEMER
g R EERRER - HE
BRE—Z BN -

(a)

(b)

Turnover and segment information

Turnover

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

Business and geographical segments
The Group's turnover and profit for
the period under review attributable
to equity holders of the Company are
entirely derived from the manufacturing
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.
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Notes to the Condensed Consolidated Financial Statements

BEZTZEN\FAA=THIEANER
For the Six Months Ended 30 June 2008

4. BEINMSBEER(®E)

4. Turnover and segment information
(Continued)

(b) %¥REIEE) (b) Business and geographical segments
(Continued)
BRAERZEFPUE (T Segment information regarding
RS 2 AR M) DT 2 & the Group's turnover by location of
¥ HEAR (AARERER customers, irrespective of the origin of
ENRERZEERN)E the services, being the primary format
FwnR for reporting segment information of the
Group, is presented below:
BEARA=THLAEA
Six months ended 30 June
—EEN\E T+ F
2008 2007
AR¥ T AREEFTT
RMB’000 RMB'000
(RBFEX) (REEER)
(unaudited) (unaudited)
[ Turnover
F PRC 327,122 197,525
=y Taiwan 23,731 23,465
HE United Kingdom 9,735 9,084
=RN Japan 5,243 8,488
ENfE India 17,642 10,406
Hitb Others 32,797 13,742
416,270 262,710
DEFEE Segment results
=8 PRC 47,091 25,056
=] Taiwan 3,027 2,942
T United Kingdom 477 1,205
SN Japan 466 1,729
EE India 3,315 2,362
Hith Others 4,448 2,365
58,824 35,659
ROTEEAM Unallocated other corporate
REWA income 3,772 2,949
AOBEDEMYT Unallocated corporate expenses (29,599) (18,253)
BATS R A Finance costs (7,037) (1,634)
BREL AR Profit before tax 25,960 18,721
Frafip Income tax expense (2,414) (697)
KA TIRHEIFH A Profit for the period
JEAE A ER R T attributable to equity
holders of the Company 23,546 18,024

ZET \FRERE
REATERERAR
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Notes to the Condensed Consolidated Financial Statements
BE_ZT N\FAA=THIANEA
For the Six Months Ended 30 June 2008

5. EmgA

Other income

BEAA=1THILAEA

Six months ended 30 June

—EENF —EELF

2008 2007

AR¥TT AREFIT

RMB’000 RMB'000

(RBEXR) (REEFEZ)

(unaudited) (unaudited)

NI #EBh (#13%) Government grants (Note) 565 458
FBHA Interest income 374 197
B ORI A Release of deferred income 1,371 283
A Rental income 199 270
HAh Others 603 521
3,112 1,729

Mit . BRFEEER() LETRRITEA Note: The amounts mainly represent the grants given by

RIS HTE N R R RS R
MEEBRRMETASEZ BB
& (UERE T RERRERE
ZEEBURAEIT T RERERE
ZRE)EREERAFBRRERME
FAEMZPHBEL « Rli)#HTH
REBFEIRBBER R CRER
WESKEREREZE)ERILE
REFRMERER MR TAREZ
BB -

(i) Shanghai Pudong New District Government of
Yangjing Branch Office /&M AEFEARKAT
R ATEMERR to the Group as a tax subsidy to
encourage the development of business located in
Pudong; (i) the Management Committee of Shandong
Weifang Economic and Technology Development
District IURADHRBEXMHAEREZSE (now
known as the Management Committee of Shandong
Weifang Economic Development District |l 54 H
KEFEEEZEE) to the Group as a finance subsidy
for production in high technology innovation products;
and (iii) the Management Committee of Weifang
Hanting Ocean Chemical Development Zone #y
TEREEFCIHEEEZE (now known as the
Management Committee of Weifang Binhai Economic
Development Zone #3778 /848 E % EE Z &) to the
Group as a finance subsidy for investment in the high
technology development projects.
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Notes to the Condensed Consolidated Financial Statements

BEZ_TZEN\FAA=THIEANER
For the Six Months Ended 30 June 2008

6. KA

Finance costs

BEAA=1THILAEA

Six months ended 30 June

—EENF —EELF

2008 2007

AR¥T T AREF T

RMB’000 RMB'000

(REEXR) (REEFEZ)

(unaudited) (unaudited)

RITEFF B Interest on bank loans 7,037 1,634

HE_ZZENFA=Z+HILN
@A MEERCRITERFE
(HE=ZEZLFXA=1THILX
@A : AR%1,411,0007T) °

7. PIEWHIRX

No bank loan interest was capitalised for the
six months ended 30 June 2008 (six months
ended 30 June 2007: RMB1,411,000).

Income tax expense

BEAA=THILAEA
Six months ended 30 June

—ZENF —ETLF
2008 2007
AR¥TT AREFIT
RMB’000 RMB'000
(REEEZ) (REEEZ)
(unaudited) (unaudited)

BNEAREIE - Current tax:
RN EFRTER.  PRC enterprise income tax 2,023 600
IRIEFAIA Deferred tax 391 97
2,414 697

P EPASH IR B R B
TR & bR SR TR M I 1 & 50
BT RERRE -

1 4 ZET \FRHHRE
RKEATERERAR

The provision for PRC Enterprise Income Tax is
based on the estimated assessable profits for
PRC taxation purposes at the rate of taxation
applicable to each period.
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Notes to the Condensed Consolidated Financial Statements
HE-_ZZT)\FA=THILEA
For the Six Months Ended 30 June 2008

7.

FIiSfiFAS (@)
HAAREE Y AT I EBE
E&XE%%’&ﬁﬁﬁﬁéﬁ
FISHR B

R LEMHEEATEE
M RZEBEBR AT (R
¥R EEEMEIERAR
([ E81EsL]) 2 FERF SR 2 5l
REERE12% M 165%WE Z F
B EER -

RZZEZEF=A+8 +H
RIEF B E i< 5635 M+
B EMETIA(TIBUE]) - B
ZZTEEF+ZARNH - FEE
B A T #BUEE RG] o R
BHBUERERGN AT F
NEFE—A—BEMNBERMEMRE
B HH25% (MR E R EEH X
Al °

RIBFRANTEIEHREDEM
SNEDERERIEBBERER
= M A 25 5 T 2R 2 50 %
BRARENRE  EIRER—
FKEgERMEE AR -ZFTN
FEEHRHEE  BEREXL
12.5% °

Income tax expense (Continued)

No provision for Hong Kong Profits Tax has
been provided as the Group's income neither
arises in nor is derived from Hong Kong.

Taxation charge mainly consists of enterprise
income tax in the PRC attributable to the
assessable profits of Weifang Common
Chem Co., Limited #RIZ(LEFRE AR
("Weifang Common”) and Shanghai Dehong
Chemical Company Limited 8=k TH
fR/Aa] (“Shanghai Dehong”) charged at the
preferential rate of 12% and 15% respectively
in the year 2007.

On 16 March 2007, the PRC promulgated
the Law of the PRC on Enterprise Income
Tax (the "New Tax Law") by Order No. 63
of the President of the PRC. On 6 December
2007, the State Council of the PRC issued
Implementation Regulations of the New Tax
Law. The applicable income tax rate under
the New Tax Law and the Implementation
Regulations was changed to 25% before any
preferential concession from 1 January 2008.

Weifang Common, as an advance technology
enterprise, was granted a tax concession for
the year 2008 at a preferential rate of 12.5%
pursuant to the old Income Tax Law of the
PRC on Enterprises with Foreign Investment
and Foreign Enterprises, which provides that
enterprise engaging in advance technology
business was entitled to 50% reduction of the
applicable tax rate.
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Notes to the Condensed Consolidated Financial Statements
HE-_ZZT)\FA=THILEA
For the Six Months Ended 30 June 2008

7.

FIiSfiFAS (@)
RIBEBEREERER - S0
SEBERAT(HHHT ) &
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HESTE SIS BRT R EL - LAEEL
REESEEETR  BETH
RECEBEMERE FEGREE
B ZHAE R T TNFR
RBIEZEWRA - ARz ERETRR
BERZZEE+F+-_A=+—H
T BURBERAERFEAT
HARIA ISR R AWM A - B
BURAREBTREZRZ2FEA
FRRB -

—BT )\ R

REBCTERERAE

7.

Income tax expense (Continued)
Pursuant to the relevant laws and regulations
in the PRC, Weifang Parasia Chem Co.,
Limited #HHZ (L2 AR AT ("Weifang
Parasia”) and Weifang Binhai Petro-Chem Co.,
Ltd. #IESABEIHRAR ("Weifang
Binhai”) are eligible for certain tax holidays
and concessions in the PRC. The tax holiday
and concessions are in the form of two
years tax exemption from the first profitable
year, followed by a 50% reduction of the
applicable tax rate in the following three
years. No provision for PRC income tax has
been provided for Weifang Parasia in year
2007 as it was in its second profitable year
and the preferential rate of 12.5% is applied
for the year 2008 as that is its third profitable
year. No provision for PRC income tax has
been provided for Weifang Binhai for the six
months ended 30 June 2008 as this year is its
first profitable year.

A government grant obtained by Weifang
Binhai for subsidising the construction of
the production lines and ancillary facilities
for manufacturing of high purity isobutylene,
polyisobuylene and mono chloro acetic acid
which was recognised as a deferred income
in 2006. As the construction has been
completed as at 31 December 2007, the
deferred income commenced to release to
income over the useful lives of the relevant
assets. Such income is taxable for the year in
which it is released to the income statement.
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8. ANHPmA

AH M2 Mk TS &R

8. Profit for the period

Profit for the period has been arrived at after

= charging:
BEARA=THLAEA
Six months ended 30 June
—EEN\E T+ F
2008 2007
ARET T AREFIT
RMB’000 RMB'000
(REEEZX) (REEER)
(unaudited) (unaudited)
S5 Directors’ remuneration
W Fees 143 157
Hib e Others emoluments 1,136 1,260
IRIKE AR Pension costs 17 12
1,296 1,429
Hith 8 T A Other staff costs 12,640 9,881
RIKE RO Pension costs 713 466
M8 TR Total staff costs 14,649 11,776
e Depreciation 16,307 10,197
W& AHKR 2 Prepaid lease payments
TENTHEREAE charged to income statement 718 744
RIZERAE Allowance for bad and
doubtful debts - 1
FERE Allowance for inventories 606 -
HRAEMLZ Cost of inventories
EORER= 7N recognised as expenses 351,133 222,180
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BEZ_TZEN\FAA=THIEANER
For the Six Months Ended 30 June 2008

9. IE
—ERREFZRBBREERE
5,000,0007C (G AR & : 1.257%

INERZZZNFAANBE
TZARRBAERRRE L&
HEIEREERAARSNT - EFD

BREREFABRE_ZTNFX
A=A LENER ZHBRE (B
ECRTLFERA=ZTHIEARE
H o) e

10. =RR&EF
AR ERHERSE A EAREA
BFI T T 5 SR E

10.

Dividend

A final dividend for 2007 amounting to
HK$5,000,000 (dividends per share: HK1.25
cents) was approved in the Annual General
Meeting of the Company held on 9 May 2008
and paid during the period under review. The
Directors do not recommend the payment of
any interim dividend for the six months ended
30 June 2008 (six months ended 30 June
2007: Nil).

Earnings per share

The calculation of the basic earnings per
share attributable to the equity holders of the
Company is based on the following data:

BZEAA=1+HLAEA
Six months ended 30 June

—EENEFE T+ F
2008 2007
AR¥TT ARBFT
RMB’000 RMB'000
(REEX) (REEEZ)
(unaudited) (unaudited)
RN TIIIERF A Profit for the period
FEIEARNERR T attributable to equity holders

of the Company 23,546 18,024

ZEREE

Number of ordinary shares
i
as at
—EENEFE T+ F
ANA=+H ~NA=+H
30 June 30 June
2008 2007
.ﬁ'”hﬂx%$ Weighted average number of
Bz ordinary shares for the purpose

7Jl]$2§$i’:j§5( of basic earnings per share 400,000,000 400,000,000

BE_ZZENFAA=TALH
M AEEE BRI EEEY
Z2hH mMBE_TZTLFRA
=+ H A A A -

ZET \FRHHRE
RKEATERERAR

18

The effects of all potential ordinary shares
are anti-dilutive for the period ended 30 June
2008 and there was no potential ordinary
shares for the period ended 30 June 2007.
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11.

12.

Y~ BB KREiE
REBEE-_ZZENFA=1+HIE
NEAR  AEEEAYE K
B K & &4 A R ¥15,500,0007T
(HEZZEZLHFXA=1THILX
@A : AR%65,900,0007T) °

E 5 WBR 51 M H b e Uk
AR
ZoRRERREMERTIBR
FESRKERRERZED
AR #128226000 (-2 F
t&+-_A=+—8: AR¥
207,174,00070) - A&EBEGLTE
SPEEZEEH BN T—EA
ERNEAAE - RRMELER -
R IR BNt BARTT A IE
ZRIREBRRNEANA - AEH
2B SRR R BN ZEIE 2 iR
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11.

12.

Property, plant and equipment

During the six months ended 30 June 2008,
the Group acquired property, plant and
equipment of approximately RMB15.5 million
(six months ended 30 June 2007: RMB65.9
million).

Trade and other receivables

Trade and other receivables include trade
and bills receivable of approximately
RMB128,226,000 (31 December 2007:
RMB207,174,000). The Group allows a credit
period normally ranging from one month to
six months to its trade customers. The bills
receivable are non-interest bearing bank
acceptance bills and of the age within six
months at both balance sheet dates. An
aged analysis of the Group's trade and bills
receivable is as follows:

—EEN\E —ETLF

AA=EtH +ZA=+—H

30June 31 December

2008 2007

ARET T AREFT

RMB’000 RMB'000

(REEX) (Fe5%)

(unaudited) (audited)

0£90H 0 -90 days 121,260 146,513
91£=180H 91 - 180 days 5,693 58,443
181£365H 181 — 365 days 1,268 1,862
365H A E Over 365 days 5 356
128,226 207,174

Kt - R—ZET+F+-A=+—8 " KK Note: As at 31 December 2007, the outstanding bills

RRESRH AR 141,975,000
BETFAEEETEEA - BIUARE
WEERREZZIBMARL -

receivable of approximately RMB141,975,000 have
been endorsed to certain creditors of the Group but
continue to be recognised as bills receivable until
maturity.
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Notes to the Condensed Consolidated Financial Statements

BE_ZT N\FAA=THIANEA

For the Six Months Ended 30 June 2008

13. ESEMNBRAR N EMES
TR
B 5 BR U H th B 3RIE
BEESENERREMNEE
# AN R #64,635,000T (—TE
tFE+-AZ+—A: AR%
164,158,0007T) - "B E 5 &
IR R BRI 2 BRER AT 10

13. Trade and other payables

Trade and other payables include trade and
bills payable of approximately RMB64,635,000
(31 December 2007: RMB164,158,000). An
aged analysis of the Group’s trade and bills
payable is as follows:

T
—EENF —ETLF
ANA=+H +=-A=+—8
30June 31 December
2008 2007
ARET T AREFTT
RMB’000 RMB'000
(RE&EX) (fe&%)
(unaudited) (audited)
0£90H 0 - 90 days 54,791 110,978
91£180H 91 - 180 days 8,373 50,511
181£365H 181 — 365 days 729 2,652
365H A E Over 365 days 742 17
64,635 164,158

Mt : RZTTtF+=-A=+—8 &%
EHESETETESERAZRITE
HIEZEBSEL ARE115,676,000
7T B ARARNRDE BEMRERE
ZREEREBA AL -

Note: As at 31 December 2007, the Group has endorsed
a sum of bank acceptance bills of approximately
RMB115,676,000 to certain trade creditors but have
not yet been applied to reduce the amounts of trade
payables until the relevant bills have been matured.

ZET )\ Fh RS
REATERERAR
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BE_ZT N\FAA=THIANEA
For the Six Months Ended 30 June 2008

14. IRI71EE

14. Bank borrowings

—EENEF T+ F
AA=EtH +ZA=+—H
30 June 31 December
2008 2007
AR¥T T AREFIT
RMB’000 RMB'000
(RBEXR) (fE%)
(unaudited) (audited)
JEE:ZIRTTE X + Bank loans repayable:
fE#Es,—E RN On demand or within one year 128,126 82,557
FE_F In the second year 12,220 25,640
FE=FRF In the third to fifth year inclusive
(HEmMTF
BIEEA) 45,260 49,560
185,606 157,757
o R—FR  Less: Amount due within one year
EHRSIE shown as current liabilities
mEAE
Z B (128,126) (82,557)
—F1% 5882 I8 Amount due after one year 57,480 75,200

FTERITEEOAUAREAE
i - BEHEEHRITIEERZY
MENTF6.33%%E8.96%(—ZEE
+F+=-_A=+—H :633% %
8.22%) ' BFEAEEAFTIHER
EFRER - HERREBRITE
BEUREBYE - BB R&E -
REYMERAEEREBENHEE
FOBRTE i 2 #ERS AR o

prepaid lease payments.

All bank borrowings are denominated in
Renminbi. Short-term and long-term bank
borrowings are arranged at floating interest
rates ranged from 6.33% to 8.96% (31
December 2007: 6.33% to 8.22%) exposing
the Group to cash flow interest rate risks and
are secured by the Group's property, plant
and equipment, investment properties and
the Group's interest in leasehold land under

Interim Report 2008
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HE-ZZN\FAA=THILAEAR

For the Six Months Ended 30 June 2008

15. MR 15. Share capital
&8
Amount
RAEAE BETT  ARETR
Number of
shares HK$'000 RMB'000
EE Authorised:

SRAEBK001TZEER
R-BBLE+-A=+-AR
“FE\FRA=A

Ordinary shares of HK$0.01 each
At 31 December 2007 and
30 June 2008 100,000,000,000 1,000,000

BETRER

SRAEEK001TZEER

RETLEF-AZ+-AR
—ET\FRAZTH

Issued and fully paid:
Ordinary shares of HK$0.01 each
At 31 December 2007 and
30 June 2008 400,000,000 4,000 4,031

16. BER S

16. Related party transactions

BN AEEREBETES (B During the period, the Group had the following
SESTAE C EFIIKhAE - BFMEL transactions with Weifang Tianhong Corporate
EMBERLE) R E R Management and Consultancy Company
AT E R R N 2 Rl Limited in which certain Directors, namely,
XEERERABRATET IR Mr. Liu Hongliang, Mr. Wang Zijiang, Mr. Guo
S0 Xitian and Mr. Guo Yucheng have beneficial

interests and can exercise significant

influence:
BEANA=THLXEA

Six months ended 30 June
—BENF  CTTH
2008 2007
AR¥T T ARETTT
RMB’000 RMB'000
(REEER) (REEEZ)
(unaudited) (unaudited)
HemE Rental payments 78 78

ZET )\ Fh RS
REATERERAR
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For the Six Months Ended 30 June 2008

17. ABE
RZZZENFARA=TH K%
B EEAERKABE TR
+EFZA=+—H: )

18. BAEIE

17. Contingent liabilities
The Group did not have any significant
contingent liabilities at 30 June 2008 (31
December 2007: HK$ Nil).

18. Capital commitments
—EENF e

ANA=+H +=-HA=+—H
30June 31 December

2008 2007
AR¥ T AREFT
RMB’000 RMB'000
(REFEXR) (lEE%)
(unaudited) (audited)
BRAEZE T Capital expenditure in respect of
EHEIEENA factory construction contracted for
BTSRRI but not provided in the
ZERMEFAE financial statements 17,434 22,737
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HE-_ZZTN\EXA=+HILEA
R &R AR B RESTEABLL
R BI#) A AR #416,300,0007T &2 A
R #23,500,0007T © & & F R B 40 &%
DRI B A RE262,700,0007t M AR
#18,000,0007T * 7 Bl 3 N 58.5% K&
30.6% °

REIEEHIA - REESRG A B EXRE
B REAZEMSRERRNEL
W BCBRRAZBR - ZERSEMNH
BREER  ZEERNBEHFET
5 L - RAEEERBEANHEE
RERBEZER °

BEMBTETAZEIARBENE
IR ) - NEEREBEF KRB RF
R EX14.4% L8 - 84 EF0.2%
£14.6% ' EHBEREREN - R
HEERAES] - AERBETEREA IS
THREREZEBE - AR ERMtREE
NEEZBRIER » KARHEM T R
FHER BT L 2 BN - NEEEEE
FI 7R e 2 4 [B) 29 49 A R #5 37,800,000
JT 0 N4 A R#23,000,0007TELIA
R #60,800,0007C * #£&60.8% °
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Summary of operating results

The Group is principally engaged in the research
and development, manufacture and sales of fine
chemical products, which are broadly categorised
into three major product groups, namely: (i)
cyanoacetate products; (ii) alcoholic products; and
(iii) petrochemical products. The Group's products
are mainly used for in a pharmaceutical industry,
pesticide industry, adhesive industry and rubber
manufacturing industry.

Turnover and net profit attributable to equity
holders of the Company for the six months ended
30 June 2008 was approximately RMB416.3 million
and RMB23.5 million respectively, representing an
increase of 58.56% and 30.6%, as compared with
approximately RMB262.7 million and RMB18.0
million recorded in the corresponding period last
year.

During the period under review, the Group recorded
a considerable growth of the turnover as a result
of its effective market strategy and the rapid sales
growth of sodium cyanide, cyano acetic acid and
diethyl malonate etc., which were launched to
the market in the past few years, the sales of
these products was the most outstanding growth
products of the Group during the period under
review.

Despite the increase in market uncertainty and
continuing heavy cost pressure, the overall gross
profit margin of the Group was slightly increased by
0.2% to 14.6% as compared with 14.4% recorded
in the corresponding period last year, which is
attributable to the product price rebounded, well
controlled cost of production, the continuous
expansion of production scales strengthened the
advantages of economic of scales and the synergy
of the vertical upstream integrated production of
the Group that alleviated the pressure on steadily
rising raw material price substantially. The overall
gross profit was also increased by approximately
RMB23.0 million from approximately RMB37.8
million in corresponding period last year to
approximately RMB60.8 million, representing an
increase of 60.8%.
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Summary of operating results (Continued)
Selling expenses increased by approximately
RMB6.0 million from approximately RMB9.3 million
in corresponding period last year to approximately
RMB15.3 million. Such an increase was principally
as a result of the increase in sales commission
and transportation costs which were in line with
the growth in turnover. Selling expenses as a
percentage of turnover was slightly increased to
3.7% (six months ended 30 June 2007: 3.5%)
during the period under review.

As the expansion in the operation of the Group,
administrative expenses were also increased from
approximately RMB11.1 million in corresponding
period last year to approximately RMB16.3 million,
which was mainly due to the increase in other local
tax, exchange loss, depreciation and amortisation
and the share-based payment expenses incurred as
a result of the granted share options for the period
under review. However, the percentage of turnover
was slightly reduced to 3.9% (six months ended 30
June 2007: 4.2%).

The finance costs mainly comprised interest on
bank borrowings and discounted bank acceptance
bills, which were increased by approximately
RMB5.4 million from approximately RMB1.6 million
in corresponding period last year to approximately
RMB7.0 million. The increase was mainly due to the
rising of bank borrowing interest rates and increase
in discounted bank acceptance bills interests during
the period under review.

The profit for the period under review attributable to
the equity holders of the Company has increased by
approximately RMB5.5 million from approximately
RMB18.0 million in corresponding period last year
to approximately RMB23.5 million, representing an
increase of 30.6% and exceed the whole year profit
of 2007.

Basic earnings per share increased to approximately
RMB5.9 cents from approximately RMB4.5 cents in
corresponding period last year.
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Business review

During the period under review, the adverse impact
on the keen market competition which affected
some of the products price in the second half of
last year was improved and returned to the normal
level, and the Group recorded a considerable
growth of turnover and gross profit, particularly in
the second quarter of this year. Despite the various
factors causing the rise of operation cost to all
manufacturers in the PRC, such as the continuously
increasing price of raw materials, the constantly
rising overheads caused by the high inflation rate,
the heavier staff costs burden under the new labour
contract laws, the reducing export value-added-
tax refund and the unfavourable exchange rate and
interest rate movement, the profit for the period
under review attributable to the equity holders
of the Company was still recorded appreciable
growth when compared with that recorded in the
corresponding period last year.

The Group focused its efforts on its new products
development and the market promotion in the past
few years that was driven the growth of turnover
and profit of the Group during the period under
review. Given the success of the newly launched
products, the Group will continue its product
development to sustain its future business growth.

In the new production plant of Weifang Binhai
(“Binhai plant”), the commercial production
of isobutylene and mono chloro acetic acid
has been successfully launched. With such
commercial production, the operation efficiency
was improved and Binhai plant has reached its
break even currently. Besides, the production
of polyisobutylene is expected to be enhanced
gradually in the second half of the year that will
further uplift the profitability of Binhai plant.
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Business review (Continued)

The Group implemented vertical upstream
integrated production over the years through self
supplying of core raw materials to ensure steadier
supply, better quality control of raw materials and
to release the reliance on the external supply that
in turn reduces production costs and shortens the
production cycle. During the period under review,
the extension of the production line of mono chloro
acetic acid, one of the core raw materials of the
Group’s products, was completed that enhanced
its annual production capacity. The advantage of
economic of scale will further be strengthened in
coming future.

The Group was keeping on expansion of its
market shares through maintaining good and close
business relationship with existing distribution
agents and valuable customers and strengthening
its sales and marketing team. The Group will
also be further reinforced its sales channels and
distribution networking and keep participating in
the fine chemical products fairs held in the PRC
and overseas to promote its products to worldwide
customers so as to extend its market coverage.

During the period under review, the Group has
entered into a Framework Supply Agreement with
a brandname corporation in adhesive industry
for the supply of Ethyl cyanoacetate and Methyl
cyanoacetate for three years. With the Framework
Supply Agreement, not only it will steady the
turnover of the Group and improve the Group's
future results, and also reinforce the market
position of the Group in the industry.

In order to ensure a healthy and sustainable
growth of the Group, the environmental protection
issues were proactively addressed. The Group
has invested approximately RMB8.0 million in the
construction of waste water treatment facilities
for promoting the safety and environmental
protection management of the Group and meeting
the stringent environmental protection policy
requirements issued by the State. During the period
under review, the construction of the waste water
treatment facilities was nearly completed and they
will put into the operation in the second half of the

year.
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Business review (Continued)

Relocation of production plant

According to the notice of revised new development
of land use and town planning of Weifang City issued
by the Government of Weifang City in June 2008
("Revised Town Planning”), three plots of land
having a total site area of 56,121 sq.m. situated
at 88 East Beihuan Road, Weifang Economic and
Technology Development Zone, Weifang City,
Shandong Province, which have been granted by
Weifang Economic and Technology Development
Zone State Land and Resources Bureau (#7485
FMHZEE R+ EER) to Weifang Common, one
of the operating subsidiaries of the Company, for a
term expiring on 6 November 2047, 16 September
2047 and 25 June 2054 respectively, were falling
within the boundary of the Revised Town Planning
that will be evicted and changed from industrial
use to commercial use. The existing productions
and operations of Weifang Common including
its production plants, machinery and equipment
erected upon these plots of land will be relocated
to the production plant of Weifang Parasia and
Weifang Binhai upon the Group accepted the terms
and conditions of relocation offered by the relevant
authorities.

The Board anticipated that the relocation will not
constitute any adverse and material effect to the
Group overall. As a result of the relocation, the
Group can centralise the resources for realising the
strategy of large-scale operation, magnifying the
synergistic effect of vertical upstream integration
and facilitating the management of future business
development of the Group.
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Business review (Continued)

Outlook

The current market competition is still very keen
where the operation conditions remains restrained,
especially given the uncertainties economic
development across the world, the impact to
the fine chemical products manufacturing is still
uncertain. A major competitor of the Group in
Germany in the production of Ethylcyanoacetate
and Methylcyanoacetate closed its production
plants located in United States provided excellent
opportunities for the Group to expand its business
and its market share in such products. The Group
will devote extensive efforts and resources to
take full advantage of this opportunity to further
consolidate its leading market position. In order to
further extend the overseas markets, the Group
has planned to participate in a series of overseas
promotion fairs in second half of the year.

Meanwhile, in order to enhance the
competitiveness of the Group's products, the
Group will continuously pursue the advancement of
production facilities and production effectiveness
to achieve a further low cost and high efficiency
operation. The Group will also concentrate on its
productivity enhancement to meet the foreseeable
growing market demand so as to capture an
extensive market share.

Binhai plant began to run in norm and achieved
higher cost-efficiency. It is anticipated that both
isobutylene and mono chloro acetic acid will go
into a rapid growth stage, and the Binhai plant will
commence generating profit during the second half
of the year.

In respect of the strengthening safety and
environmental protection, the Group will also
continue actively deploy resources to further
improve the operation system and facilities
involving safety and environmental protection,
staff training and workplace protection, besides
the investment in upgrading the hardware for anti-
pollution.
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Business review (Continued)

Outlook (Continued)

Looking forward, following the Group's
considerable turnover and appreciable profit
growth in the first half of 2008, the Directors have
confidence that the turnover of the Group will be
continuous its growth momentum in the second
half of this year, and expect that if there are no
unforeseen circumstances and the future market
demand will not be deteriorating, the Group can
maintain its profit growth in the second half of the
year and will substantially exceed the results of
2007. Nevertheless, the Group will take various
measures to improve the return to shareholders of
the Company.

Financial review

Liquidity and Financial Resources

For the six months ended 30 June 2008, the
Group's primary source of funding was derived from
the cash generated from its operating activities and
newly raised bank borrowings. The Group's cash
has principally been used to pay for the acquisition
of fixed assets and repayment of bank borrowings.

The net cash inflow from operating activities
decreased from approximately RMB49.1 million
of corresponding period last year to approximately
RMB4.6 million which was primarily resulted
from the increase in inventories and trade and
other receivables and decrease in trade and
other payables. Besides, the newly raised bank
borrowings amounted to approximately RMB88.0
million (six months ended 30 June 2007: RMB20.3
million) generated cash inflow from financing
activities.

With the financial resources obtained from the
Group's operations, the Group had invested
approximately RMB61.0 million (six months ended
30 June 2007: RMB72.2 million) in the acquisition
of the property, plant and equipment, and repaid
approximately RMB60.1 million (six months ended
30 June 2007: RMB10.2 million) bank borrowings.
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Financial review (Continued)

Liquidity and Financial Resources (Continued)

As at 30 June 2008, the Group had bank and
cash balances and pledged bank deposits of
approximately RMB5.8 million (31 December 2007:
RMB45.6 million). The total amount of outstanding
borrowings was approximately RMB185.6 million
(31 December 2007: RMB157.8 million). The
Group’s gearing ratio which is represented by the
ratio of net debts (total borrowings net of cash
and cash equivalents) to total shareholders’ equity
increased to 51.8% (31 December 2007: 34.3%)
as a result of the capital expenditure spent on the
infrastructure of new production plant and the
advancement of production facilities during the
period under review.

As at 30 June 2008, the Group recorded the net
current liabilities of approximately RMB32.6 million
(31 December 2007: RMB22.3 million), which
was mainly caused by all newly raised borrowings
in short-term basis, the additional of capital
expenditure on production facilities advancement,
the infrastructure of new production plant and its
ancillary facilities during the period under review.
As all approved infrastructure for the production
plant of the Group was nearly completed, except
for the capital expenditure related to relocation of
production plant, all new capital investment has
been suspended for the time being, and together
with the positive cash inflow from the Group's
operations and its available banking facilities
obtained from its bankers, the Group has sufficient
financial resources to meet its commitments and
working capital requirements in foreseeable future.
Nevertheless, the Group will dedicate to maintain
its operation well and generate sufficient sources of
fund enable to meet its operation requirements and
improve the equity return to its shareholders as a
whole.
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Financial review (Continued)

Pledge of assets

As at 30 June 2008, the Group had no bank deposit
(31 December 2007: RMB16.4 million) pledged for
bank acceptance bills facility. Certain property, plant
and equipment of the Group with an aggregate net
book value of approximately RMB31.7 million (31
December 2007: RMB77.7 million), investment
properties of the Group with an aggregate fair value
of approximately RMB10.4 million (31 December
2007: RMB9.7 million), and prepaid lease payments
of approximately RMB63.2 million (31 December
2007: RMB44.1 million) were pledged to secure the
Group's bank borrowings.

Exposure to Fluctuations in Exchange Rates

The Group's operation is mainly in the PRC and
its assets, liabilities, revenues and transactions
are mainly denominated in Renminbi, Hong Kong
dollars and United States dollars.

The Group's foremost exposure to the foreign
exchange fluctuations was caused by the
revaluation of Renminbi during the period under
review. Most of the Group’s income and expenses
are denominated in Renminbi except those for
the Group's export sales which were, in majority,
denominated in United States dollars. However, 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. Besides, the Group will
consider cost-efficient hedging methods in future
foreign currency transactions when appropriate.
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Human resources

As at 30 June 2008, the Group has 737 full-time
employees (31 December 2007: 821 full-time
employees) of which 653 were in production and
warehouse, 20 were in sales and marketing, 7 were
in research and development centre, and 57 were
in back-office supportive employees. The decrease
in the number of employees was mainly due to the
enhancement in operation efficiency.

The Group provides an attractive remuneration
package to the employees by establishing its
human resources policies and procedures with a
view to deploying the incentives and rewards of the
remuneration system which include a wide range
of training and personal development programs
to promote their health, personal development
and welfare as well as enhancing their technical
knowledge in product and quality standards.
During the period under review, the Group had run
programs including occupational safety and health
protection, information technology in-house training,
enterprise management course and various types
of on-job training etc. provided to employees. All
new staffs of the Group are required to attend an
introductory course.

The remuneration package offered to employees
was appropriate for their 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 the annual performance appraisals. The
Group also offered rewards or other incentives to
motivate personal growth and career development
of the 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, 4,000,000 options were
granted to eligible employees and the supplier of
the Group.
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Directors’ and chief executive's interests
and short positions in shares, underlying

shares and debentures

At 30 June 2008, the interests and short positions
of the Directors, chief executive 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 (“SFO")) 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

EEYY pursuant to section 352 of the SFO, or which were
Frz i BORBINT 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:
BEXRRTRGD ZHR Long Position in the shares of the Company
EERITRA
FERA#E Fo} Ui
Rk 2 Bt (%)
DE/ 1 EEEE Number of shares Approximate %
EEfs Company/name of held/interest 513 in the total
Name of Directors associated corporation inthe Shares  Capacity issued share capital
(1)
(Note 1)
Elpsry i FEEEERAR 292,000000 ~EEEECER 73.00%
Mr. Liu Hongliang Cheerhill Group Limited (#:22)  Interest of controlled
(Note 2) corporation
Bt - Notes:
1. #%%292,000,000% & D M EIEEEERA 1. The 292,000,000 Shares were held by Cheerhill Group
AITREDHE - 2P BTRAHZM Limited (“Cheerhill”), the entire issued share capital of

S EFIINkAE  BAEMEE - Wi
T BEAEERMLIBEED R FRER
#H38% + 26% * 11.5% * 11.5% * 6.5%
F6.5% °

2. AREIEERNEBHEG38% E - HWRA
A SCHFE PRt 2 292,000,00088 815 A
W o

—BT )\ R
R TRRERAT

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 292,000,000 Shares
referred to in Note 1 above by virtue of his 38% interests in
Cheerhill.
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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
(Continued)

Save as disclosed above, as at 30 June 2008,
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.

At no time during the period was the Company or
any of its holding companies, its subsidiaries or
its fellow subsidiaries a party to any arrangement
that enable the directors and chief executive of the
Company or their spouse and children under 18
years of age to purchase any shares or underlying
shares in, or debentures of, the Company or its
associated corporation.
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Substantial shareholders’ interests and
short positions in the shares of the
Company

At 30 June 2008, the following persons who
held interests of 5% or more of the issued share
capital of the Company, other than directors of
the Company, were recorded in the register of
members required to be kept by the Company
pursuant to Section 336 of the SFO:

Long position in the shares of the Company

FisRGEE,/HRE 2 HERTRALHHMN

BRRERAE Bat(%)

Number of shares held/ Approximate %

RREE interest in the Shares L) in the total
Name of shareholders and aggregated interest Capacity issued share capital
FTEEEFRAR 292,000,000 BRBEA 73.00%

Cheerhill Group Limited

B EXFEEESN  RZEENFRA
=1+A  ARREEEEAATHNER
ARRABZ B SRR T - HAEM
REESRAEGROIENSRAT 2 E
BEARR - IEAARARREE S L
BEIGHIFE336EFE 2B LMz
REEFRR -

A
ARRBERZEENF+AMBIER
AR RR AT B ([ FERRIERTE)) - B1E
R R IF A EE 2 RINER B2
AEBIMKEAGRSBERNRZE
= AREARES - HER B RAM
RESBESEZHBA - RAEEY
ARAARER - BRET SR -TTN
FHAMNBRER  BRBAETF - B
BRI E] ] X [ 5 %40,000,0001%
BENRRE - REARIERR T E A AERIRIE
£%40,000,000R% A% 15 °

FECTERARAT

Beneficiary owner

Save as disclosed above, the Company has not
been notified by any person who had any interest
or short position in the shares or underlying shares
of the Company as at 30 June 2008, which are
required to be notified to the Company under the
SFO or which are recorded in the register required
to be kept by the Company under section 336 of
the SFO.

Share options

The Company has approved and adopted a share
option scheme (the “Share Option Scheme")
on 4 October 2006 for the purpose of providing
incentives and rewards to directors, eligible
employees, suppliers, customers, any shareholder
of each member of the Group or associated
company or any of their respective associates,
and advisers or consultants of the Group 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.



H &

Other Information

ﬁ%ﬂ%&g(ﬁ)

RZZZNF_A—H  AARIREE
BETEmEEREERAEHRERR
i14,000,00017 fE AR #E - R=ZTTNF
NAZ1TH BREsZETERE
s ARITEE 2 BAIEFT S KRB E A&
3,790,0000%  HHE RN % A HARAQ A
B 317%1920.95% °

E’\gii_q TENFEANA=THIEARMRE
 EBRERTEIIE TIERES B 5B
QDT :

Share options (Continued)

As at 1 February 2008, the Company granted
4,000,000 share options to the eligible employees
and its supplier under the Share Option Scheme
of the Company. As at 30 June 2008, the number
of shares in respect of which options had been
granted and remained outstanding under the share
option scheme was 3,790,000, representing 0.95%
of the shares of the Company in issue at the date.

The movements of the share options granted under
the Share Option Scheme for the six months ended
30 June 2008 are as follows:

RZZENE RZZENE
-A-H ~A=tH
HATE  REARL  RERTE  REREX W RATE
Outstanding Granted Exercised Forfeited  Outstanding
ABA BHAS 758 asat during during during asat
Grantee Date of grant  Exercise price  01.01.2008 the period the period the period 30.06.2008
(%)
(HKD)
BT 01.02.2008 0.64 - 3,800,000 - (210,000) 3,590,000
Employees
It - 3,800,000 - 210,000) 3,590,000
Sub-total
HIER 01.02.2008 0.64 - 200,000 - - 200,000
Supplier
It - 200,000 - - 200,000
Sub-total
Ch) - 4,000,000 - (210,000) 3,790,000
Total
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Share options (Continued)
All options referred to above are subject to vesting
schedules and exercise periods as follows:

1TEH

Exercise period

20%
30%
50%

SRR HBRE R BB E B BB
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0.617T °
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01.02.2008-31.01.2009
01.02.2008-31.01.2010
01.02.2008-31.01.2011

01.02.2009 - 31.01.2014
01.02.2010-31.01.2014
01.02.2011 - 31.01.2014

The closing market price per Share immediately
before the date on which the options were granted
as quoted in the Hong Kong Stock Exchange's daily
quotation sheets was HK$0.61.

The value of the options granted during the
period ended 30 June 2008 was approximately
HK$1,079,000, based on trinomial option pricing
model which was performed by an independent
valuer, RHL Appraisal Limited. The significant
inputs into the model were share price of HK$0.64
at the grant date, exercise price of HK$0.64,
standard deviation of expected share price returns
of 49.59%, the life of options is 6 years, expected
dividend paid out rate of 1.95% and annual risk-free
interest rate of 2.21%. Due to short trading history
of the Company, the average return volatilities
of five comparables were used as a proxy to the
return volatility of the Company which is based on
statistical analysis of weekly share prices of the
five comparables over the last six years before the
date of grant. Comparables are selected based on
criteria of engaging fine chemical business and at
least six years of trading history either on Hong
Kong or China stock exchange.

The fair values calculated are inherently subjective
and uncertain due to the assumptions made and
the limitations of the model used. The value of
an option varies with different variables of certain
subjective assumptions. Any change in variables so
adopted may materially affect the estimation of the
fair value of an option.
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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 2008.

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.

Purchase, sale or redemption of the

Company'’s listed shares

During the six months ended 30 June 2008,
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 2008.
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Remuneration committee

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 the approved the remuneration
package of all Directors and senior management
of the Company for the year ending 31 December
2008 by reference to the scope duties and
responsibilities of the Directors of the Company,
corporate goals and objectives of the Group. No
Director shall participate in any discussion and
decision about his own remuneration.

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 our
management and external auditor relating to
the preparation of the unaudited condensed
consolidated financial statements of the Group for
the six months ended 30 June 2008. There is no
disagreement raised by the Audit Committee on
the accounting treatment adopted by the Company
during the period under review.

By order of the Board
Liu Hongliang

Chairman

Hong Kong, 22 August 2008
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