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BIEHER AFHZE Financial Highlights and Five Years Summary

4 RECTERERLDE

RITFR R 2 BEER) — RRER

—EEXRE

(BE5

FfFEE1)

2006
fisE (Asrestated, Z—ZTFLF —BENF ZZTNEF ZZT-FF
Notes Note 1) 2007 2008 2009 2010

E Results

(UANEETFTIHIR) (expressed in RMB’000)

= Turnover 504,187 574,298 725,199 598,947 881,775

EF Gross profit 98,567 68,983 99,123 97,272 223,768

KABEA A Profit attributable to the

FEAG = T owners of the Company 58,437 21,554 24,925 42,044 129,226

BRAET Earnings per share

(ANEHE) (in RMB) 2 0.184 0.054 0.062 0.105 0.315
RETFIS - Bi1E - Earnings before interest,
EREHENAF taxation, depreciation
and amortisation
(“EBITDA") 82,574 54,295 74,462 90,536 199,611

B EEAR SR Financial Positions

(AAREFTIT) (expressed in RMB’000)

RAE Total assets 3 578,723 768,459 640,725 638,082 739,287

HAEE Total liabilities 275,097 441,441 291,794 250,134 211,772

FIREEE Net assets per share

(ARE) (in RMB) 4 0.76 0.82 0.87 0.97 1.25

Mgt = Financial Ratios

TnEhEL R Current ratio 5 1.3 0.9 0.8 1.1 1.8

R 3R Quick ratio 6 1.1 0.8 0.6 0.9 1.4

BELE Gearing ratio 7 14.4% 34.3% 36.8% 34.1% 7.0%

P5E - Notes:

1 —TETREZHFOENRATRE: WEB-ZZ 1 The figures in 2006 were restated in order to reflect (1) the change in
tF—A—ARBRERNB BT ERIFE 405 [REWZ] accounting policies as a result of the adoption of Hong Kong Accounting
(FREMERARTEERNXTR) TR ST EERED) Standards 40 “Investment Property” (investment properties to be
PR EBEZE2Y ARKEEREZZHAAL - A accounted for using the fair value model) with effective from 1 January
HAESEZBVERRANAREE_STFM_F 2007 and (2) the treatment of the endorsed bills which were presented
tF+_A=T—"HULYBRFEZESRMNEREREME as bills receivable until maturity and such endorsed bills were not applied
{F5RIH - to reduce the amounts of trade and other payables for the financial years

ended 31 December 2006 and 2007.

2 RATEE AEERT - 2FEBTR 2 Profit attributable to the owners of the Company +
BINEFHE - BREXRAEF BRI weighted average of issued shares for the year. (The
MEFHREAE  MRBEZZ calculation of basic earnings per share is based
NEFE BB EFE L _TEENE - — Eamings on the weighted average number of 318,082,192,

R F| = ETNFR-_ZE-ZTF+_A=1+— = 400,000,000, 400,000,000, 400,000,000 and
HIE A ESEE 2 nEFHERES 5 A LRSIl 409,861,611 shares for the five years ended 31
318,082,192f% * 400,000,000f% - December 2006, 2007, 2008, 2009 and 2010
400,000,000f% * 400,000,000/% X respectively.)

409,861,611% °

BEE = FERBEE+RDEE Total assets = Non-current assets + Current assets

4 BEERS -FRZARARBETRG Shareholders’ equity + Number of issued shares of
gE (RZZEERF —_FTT+F - the Company at the year end (As at 31 December
—EENF ZZETRFREZEF 2006, 2007, 2008, 2009 and 2010, the calculation of

SRREE - F4+=F :/J_r— H SRFEEDD Netassets _ net assets per share based on the number of issued

; AR IR B #47%15400,000,0000% * per share shares of 400,000,000, 400,000,000, 400,000,000,
400,000,000f% * 400,000,000/ - 400,000,000 and 421,248,000 respectively.)
ilOO,)OO0,000HQ&421,248,000H§§+

MELLE = RBEE--RBAER 5 Currentratio = Current assets + Current liabilities

REEER = (RBEE-FE) - RHEE Quick ratio = (Current assets — Inventories) + Current liabilities

AfkE = FEEMHNKRRITHRSEHRREER Gearing ratio = Net debts (Total borrowings net of bank and cash

balances and pledged bank deposits) + Shareholders’
equity

TIANDE CHEMICAL HOLDINGS LIMITED



IS E R A5 #IZ Financial Highlights and Five Years Summary
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42,044
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The figures in 2006 were restated in order to reflect (1) the
change in accounting policies as a result of the adoption of
Hong Kong Accounting Standards 40 “Investment Property”
(investment properties to be accounted for using the fair
value model) with effective from 1 January 2007 and (2) the
treatment of the endorsed bills which were presented as bills
receivable until maturity and such endorsed bills were not
applied to reduce the amounts of trade and other payables for
the financial years ended 31 December 2006 and 2007.
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FEHE Chairman’'s Statement

BAIAIR
AANERREFREFE(EF|HEFE MR
EMABIETIERBERAR(TARRA ] - R EKE
REGHE A5 DHE—Z—ZF+-A=+—
BILFE 2 FERE °

Liu Hongliang
Chairman

Dear shareholders,

On behalf of the board of directors (the “Board” or "Directors”), | am
pleased to present the annual report of Tiande Chemical Holdings
Limited (the “Company” and together with its subsidiaries, collectively
the “Group”) for the year ended 31 December 2010.

“E-EFAHES ARNER
Remarkable Results for 2010 with

the Net Profit increased by

6 RECTERERAF TIANDE CHEMICAL HOLDINGS LIMITED
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FERIBEFERN  AEBISIIBEES - AEBEERE
KNigERE X AR 881,800,000 T & ELEFAHE E
F47.2% - AEEEFNMESEZER @ NEARE
223,800,000 7T ' B A F L _EF130.0% © AliE
EFERARAEBE OB R HIEE RS EE1T
RBFAY - AEBEXEEREFNEREFZRAL :
(1) E B B ECR A F BB AT ISR RE R - WHE
BEESTAREZERTERR  BEZZ—ZF
TZA=T—HLMEREE ASERBEFE 2%
AL FAL FF35.2%  (2) REIZBREBEERMNR

BYE  AREREBINZEXBEEFREL AT

118.8% : QE_ZZEN ZTNEFEEERERBEE
TEHREABR  AEBEAZER— R ANSH
E REEZFEDY RRENAELEREDS
LRBAER)  QASEFRAGB I EHRE  FX
EEEDBEFENRSBSEAMBMHE  5)EHHR
ErB2ERABR(HIRED) SERERENES
% REBBEACEREERN Kok ki T
REBREBZ FERCEHE  RO6)HRAEETR
HREBTERER LEERAEERR AEBBUE
HEPRHIEERA o

BRABULHIKEER  ARGHEA ARG
INZE 4 A R #129,200,0007T @ £ £ F 48t EF+
207.4% ° SIS EER  AEBEERBELT
BT B R EFEREZ OB F I RELEE
EBEN  HETLEANRE - AEESFE KT
BB MBBE T EEHEE 248 ARKEIREAM

BXFE

HEREFEAR  AEEE—SIEMNT EARFH5HIE
RENZETEMRNER * AIREKABZ R E
RARENTISHENX - Mo AEEESPEERE
& BERTEREELERR  UMRSAMER
MARMKAYE - ZEHEBAGROBEFEZEE
ERTER - T - IXRBARERENER -

FEH 4 Chairman’'s Statement

RESULTS FOR THE YEAR

During the year under review, the Group has achieved brilliant
performance. The turnover of the Group was substantially increased
to approximately RMB881.8 million, representing an increase of
47.2% when compared with that of in the last year. The gross profit
of the Group was also recorded a considerable growth reaching
to approximately RMB223.8 million, representing an increase
of 130.0% when compared with that of in the last year. Such
substantial increases were mainly attributable to the growth of
business performance of cyanoacetic acid and its ester products
of the Group. The growth of turnover and gross profit of the Group
was mainly contributed by: (1) the favourable China fiscal policies
which pushed the domestic market grew rapidly and indirectly drove
the growth of the industry of the Group’s products. The turnover
of the Group derived from the PRC for the financial year ended 31
December 2010 increased by 35.2% when compared with that of in
the last year; (2) the recovery and rebound of global economic, as a
result of which, the turnover of the Group derived from the overseas
has also soared by 118.8% when compared with that of in the last
year; (3) the consolidation of the industry after the global financial
crisis in 2008/09. The Group, being a strong market player in the
industry, has outperformed its peers because of its competitive
advantages, especially when the market has become consolidated; (4)
the adoption of appropriate marketing strategies by the Group which
enable the Group to seize a larger market share during the year under
review; (5) the consolidation of the operation and production facilities
of the Group after the removal and relocation of the production plant
of Weifang Common Chem Co. Ltd. (“Weifang Common”) which
improved and enhanced of the overall production and operating
efficiency of the Group; and (6) the better control of the production
costs by the Group as a result of the Group’s continuous and active
advancing its upward vertically integrated production system.

Through an effective control on operating expenses, the profit
attributable to the owners of the Company was also increased to
approximately RMB129.2 million, representing by an increase of
207.4% when compared with that of in the last year. The remarkable
financial results proven that the Group has continuously devoted
much effort in planning and developing its core competitiveness
and establishing strong business foundation over the past few
years yielding fruitful results. | am grateful and encouraged by the
accomplishments of the Group in this year that is not only realised
but also exceeded its targeted results.

During the year under review, the Group has further enhanced the
production capacities of its products with good market potential
in order to strengthen its costs competitiveness and meet the
steady growth of market demands. Besides, the Group has actively
implemented the recycling economy production system after the
consolidation of production facilities so as enhancing the utilisation
of internal resources and cost efficiency. These measurements have
contributed to the results of the year under review and will further
sustain the long-term growth of the Group.

—E-SFER ANNUAL REPORT 2010 7



FEH4 Chairman’'s Statement

FEXEE(E)

BE - AEFBERATRABHAIGAEBER KR
EEHRFRY  BRERELHEHNZEERE X
BEEETE RBALEREG RetERENEERE
EERBNTHNEEEREEE - RERR - A%
Elds SRR o ih kR R YN Fr v
& AEEWRE - FMRABEFERELTIS - 1
M ARARBRREIRE ENEBRIA R S FHFREERHE
EERo

RE

BAl PEEANLEAERERTER  AHERK
—FEAFRDERSTEIER 2B - LEREE
mmi% o MHREBRREERTSEFRERSFHT - K
SEEMSFAEEERZERERE - RIEBHZTS
AR THER 2 ERBEMATS - ARBESREE
M EPF R IREVE M BT 8] - AR B AS SR b 2 DB
AR e RIERTER K - RS - AEE S E RA
SEEMCHFES E-TRLHEERALER
RNEBMETRRQELERER  KMRSEESR
NZEHBS -

—ETERAKETFAN—F  AKECEET
REMNEBER  WRERBRKSEA—EKRHIE
BE - RERK  AEEDEBFSAT —AXBER
PBEER - AEECIEFEBIEERS  YAEKNHE
RHB T - BB ZEEFEEREEARSKEEN
RE#E  E-TERAMDRERDS  EhREER
MM R - BREARBERENEBERNEEAZ
BLEFEY  AREAREL  EHREBEDERER
A 27N AR 75 2 5B 4 O [ 5 o

8 RECTERERLDE

RESULTS FOR THE YEAR (Continued)

The Group has devoted a great deal of effort to reinforce business
development and strengthen its competitive edge in the past,
including developing production facilities of its upstream materials,
refining the production technologies, advancing the production
facilities, enhancing the production capacities to reach the optimum
production scale and improving the operation efficiency continuously
etc. Now, the competitive edge of the Group is capable to maintain
its core business growth comprehensively. The Group will further
accelerate the development of new products to be launched to the
market so as to achieve a better return to the shareholders of the
Company as well as sustain a long term growth of the Group.

PROSPECTS

Currently, China continues to experience steady GDP growth and it
is expected that the domestic demands will still maintain a growing
momentum in a year ahead, especially for consumable goods market.
Driven by the expected growth of demands on consumable goods
in domestic market, it will provide a better environment for the
development of the Group’s products. According to the anticipated
market conditions and the development trend and prospect of
the downstream industries, the Group has strategically deployed
the product development plans for the coming years to meet
forthcoming challenges and fostering steady growth over the long
term. Meanwhile, the Group will continuously intensify the competitive
advantages of the Group’s products, further strengthen its vertically
integration production system and promote the recycling economy
production system actively so as to maintain its business edge in the
industry.

2010 is a remarkable year for the Group. The Group has laid a
solid business foundation and rapid development to become an
accomplished leader in the industry. Looking forward, the Group is
ready to step into next business development stage. The Group is
well prepared to grasp opportunities ahead and commits to pay more
effort on new business development actively and cautiously as well as
seek suitable investment opportunities for its further expansion and
broaden market so as to keep its long-term business growth. Given by
the Group’s solid business foundation and core competitive strengths
in this industry, it is confident that the Group will continue to flourish
and bring the better returns to the shareholders of the Company.

TIANDE CHEMICAL HOLDINGS LIMITED
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FEH 4 Chairman’'s Statement

APPRECIATION

On behalf of the Board, | would like to express my sincere gratitude
to our employees for their industrious work and contribution to the
success of the Group and also to our customers and business
partners for their continuing trust and support. | believe that, by
leveraging on the continuous economic growth in the PRC as well as
global economic recovery, the Company should be able to sustain a
further growth of its business and achieve its desired objectives.

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 21 March 2011
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10 RECTERERLDE

EXECUTIVE DIRECTORS

LIU Hongliang, aged 55, is an executive Director, the chairman and
one of the founders of the Group. Mr. Liu is responsible for the overall
strategic development and policy of the Group. He graduated from
the East China Petroleum Institute (now known as the University of
Petroleum (East China)) in 1982, majoring in basic organic chemistry.
Mr. Liu spent more than ten years from 1982 to 1993 in Weifang
New Technology Research Centre. After that, Mr. Liu established
Weifang Tianhong Corporate Management and Consultancy Company
Limited (“Weifang Tianhong”) with others in 1996. Mr. Liu has over
25 years of experience in the chemical industry.

WANG Zijiang, aged 46, is an executive Director, the deputy
general manager and one of the founders of the Group. Mr. Wang
is responsible for the management and supervision of the overall
purchase and logistic operation of the Group. He graduated from
the Nanjing Chemical College (now known as the Nanjing University
of Technology) in 1988, majoring in chemical engineering. He spent
three years since 1991 working in Weifang New Technology Research
Centre. After that, Mr. Wang established Weifang Tianhong with
others in 1996. Mr. Wang has over 15 years of experience in the
chemical industry.

GUO Xitian, aged 49, is an executive Director and deputy general
manager of the Group. Mr. Guo is responsible for the overall
production and technology development of the Group. He graduated
from the East China Petroleum Institute (now known as the University
of Petroleum (East China)) in 1982, majoring in basic organic
chemistry. Prior to joining the Group, Mr. Guo had been working in
Shandong Zibo Dongfeng Chemical Factory. Mr. Guo joined the Group
in March 1999. Mr. Guo has over 25 years of experience in the
chemical industry.

GUO Yucheng, aged 54, is an executive Director of the Group. Mr. Guo
is responsible for the overall safety and environmental protection of
the Group. He graduated from the East China Petroleum Institute (now
known as the University of Petroleum (East China)) in 1982, majoring
in basic organic chemistry. Prior to joining the Group in 2000, Mr.
Guo had been working for Weifang Organic Chemicals Factory since
1982. He was accredited as a senior engineer by The Jury of Senior
Title of Chemical Technical Post, Shandong Province in 1994. Mr.
Guo joined the Group in December 2000. Mr. Guo has over 25 years
of experience in the chemical industry.

TIANDE CHEMICAL HOLDINGS LIMITED
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INDEPENDENT NON-EXECUTIVE DIRECTORS

LEUNG Kam Wan, aged 45, has been appointed as an independent
non-executive Director since 1 March 2007. Mr. Leung graduated
from the Hong Kong Baptist University and The Hong Kong Polytechnic
University with a degree of Bachelor of Business Administration
in Finance and a master degree in corporate governance in 1992
and 2007 respectively. Mr. Leung is an associate member of The
Hong Kong Institute of Certified Public Accountants, a fellow of The
Association of Chartered Certified Accountants, an associate of
The Institute of Chartered Secretaries and Administrators and an
associate of The Hong Kong Institute of Chartered Secretaries. Mr.
Leung has been a practicing certified public accountant for over 10
years. He has extensive experience in financing, accounting and
auditing. Mr. Leung currently is the managing director of Leung Kam
Wan CPA Limited.

GAO Baoyu, aged 49, has been appointed as an independent non-
executive Director since 4 October 2006. He is the professor
of environmental engineering and the dean of the school of
environmental science and engineering of the Shandong University.
He is also the tutor of the post-graduate students studying for
doctorate degrees and the leader of the youth science subject of
the Shandong University. He was recognised as one of the Ten
Outstanding Young Scientists in Shandong Province in 2002. He
graduated from Tsinghua University in January 1999 with a doctorate
degree in engineering majoring in environment engineering.

LIU Chenguang, aged 49, has been appointed as an independent
non-executive Director since 4 October 2006. Mr. Liu has obtained
from the East China Petroleum Institute (now known as the University
of Petroleum (East China)) a bachelor degree in science majoring in
petroleum refining in 1982 and a master degree in applied chemistry
in 1985. He obtained his doctorate degree in applied chemistry from
the University of Petroleum (Beijing) in 1991. Mr. Liu has been an
associate professor of the University of Petroleum (East China) since
1992, then was promoted as a professor in 1994 and subsequently
the tutor of the post-graduate students studying for doctorate degrees
in 1998. Mr. Liu is the dean and professor of the faculty of chemistry
and chemical engineering of the University of Petroleum (East China).
He is a member of China Petroleum Society, China Chemistry Society,
China Chemical Society, American Chemistry Society and director of
Shandong Chemistry and Chemical Society.

T —EEERH ANNUAL REPORT 2010 11
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12 RECTERERLDE

SENIOR MANAGEMENT

CHAK Kwan, aged 44, has been appointed as an independent non-
executive Director since 4 October 2006 and has been re-designated
as the deputy general manager of the Company since 2 March 2007.
With effective from 1 January 2008, Mr. Chak has been promoted
as the general manager of the Group. Mr. Chak graduated from the
Shanghai Fudan University with a bachelor degree in arts and The
Hong Kong Polytechnic University with a master degree in corporate
finance in 1990 and 2005 respectively. Mr. Chak is a member of The
Hong Kong Institute of Certified Public Accountants and a fellow of
The Association of Chartered Certified Accountants. Prior to joining
the Group, Mr. Chak was the qualified accountant of SIIC Medical
Science and Technology (Group) Limited and the assistant general
manager and financial controller of Nanyang Brothers Tobacco
Company Limited. Mr. Chak has extensive working experience in
accounting and corporate finance fields in Hong Kong and the PRC.
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FINANCIAL REVIEW

Turnover

During the year under review, the turnover of the Group has increased
substantially to approximately RMB881.8 million, representing an
increase of 47.2% as compared with that of approximately RMB598.9
million in 2009. The increase in turnover was mainly driven by the
growth of business performance of cyanoacetic acid and its ester
products.

Gross Profit

The gross profit of the Group has also recorded significantly growth to
approximately RMB223.8 million, representing an increase of 130.0%
as compared with approximately RMB97.3 million in 2009 while the
gross profit margin was improved by 9.2% to 25.4% when compared
with 16.2% in 2009. The growth is mainly due to (i) the consolidation
of operation and production of the Group that enhanced the overall
effectiveness and (ii) the well established upward vertically integrated
production system enable the Group to better control the production
costs.

Operating Income and Expenses

The other income was mainly comprised (i) gain on disposals of
prepaid land lease payments and property, plant and equipment; (ii)
release of deferred income; (iii) government grants; (iv) rental income;
and (v) bank interest income during the year under review.

Although the total turnover of the Group was increased by 47.2%
when compared with that of in the last year, the selling expenses
were only slightly increased by approximately RMBO.5 million from
approximately RMB22.6 million in 2009 to approximately RMB23.1
million in 2010 as a result of the implementation of stringent costs
control measurements by the Group as well as the direct dealing with
all new customers so that the sales commission remained steady
during the year under review. The selling expenses as a percentage of
the Group’s turnover were decreased to 2.6% in 2010 (2009: 3.8%).

Administrative expenses increased by approximately RMB3.8 million
from approximately RMB26.3 million in 2009 to approximately
RMB30.1 million in 2010. Such increase was mainly due to the
increase of exchange net loss, staff costs, other local taxes, bank
charges and research and development expenses. Administrative
expenses expressed as a percentage of the Group’s turnover were
3.4% in 2010 (2009: 4.4%).

The other operating expenses represented (i) the impairment loss on
the production facilities of fine petrochemical products and an ester
product; and (ii) the removal expenses for relocation of production
plant of Weifang Common during the year under review.
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FINANCIAL REVIEW (Continued)

Finance Costs

The finance costs mainly comprised bank borrowings interest and
discounted bills interest, which were decreased by approximately
RMB3.1 million from approximately RMB10.3 million in 2009 to
approximately RMB7.2 million in 2010. The decrease was mainly
due to the decrease in bank borrowings amount during the year
under review. The bank borrowings of the Group were mainly used
in financing the capital expenditure and general working capital
requirements of the Group.

Profit for the Year

Given by the substantial growth of turnover and gross profit of
the Group as well as the improvement and the enhancement of
operational efficiency during the year under review, the profit of the
Group for the year has also significantly increased by approximately
RMB87.2 million to approximately RMB129.2 million, representing an
increase of 207.4% as compared with that of approximately RMB42.0
million in 2009.

Liquidity and Financial Resources

The Group’s primary source of funding included the net cash inflow
generated from operating activities of approximately RMB154.5
million (2009: RMB47.2 million); newly raised bank borrowings
of approximately RMB47.9 million (2009: RMB124.0 million); net
proceeds from the issuing of new shares of approximately RMB18.5
million (2009: Nil); interest income of approximately RMBO0.2 million
(2009: RMBO0.3 million). For the year under review, there was no
cash inflow from disposals of property, plant and equipment and
prepaid land lease payments (2009: RMB11.3 million). With the
financial resources obtained from the Group’s operations, the Group
had invested approximately RMB61.2 million (2009: RMB48.4
million) in the acquisition of the property, plant and equipment;
borrowing repayments of approximately RMB107.2 million (2009:
RMB134.5 million); interest paid of approximately RMB7.3 million
(2009: RMB10.1 million) and dividend paid of approximately RMB8.8
million (2009: RMB4.4 million) during the year under review. As at 31
December 2010, the Group had pledged bank deposits and bank and
cash balances of approximately RMB52.9 million (2009: RMB16.8
million), of which 92.4% was held in Renminbi, 4.0% was held in
Hong Kong dollars and the remaining balance was held in United
States dollars. During the year under review, the Group did not use
any financial instruments for any hedging purposes.

TIANDE CHEMICAL HOLDINGS LIMITED
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FINANCIAL REVIEW (Continued)

Liquidity and Financial Resources (Continued)

As at 31 December 2010, the Group had recorded net current assets
of approximately RMB129.0 million (2009: RMB17.0 million), the
current ratio of the Group was approximately 1.8 times (2009: 1.1
times), bank borrowings of approximately RMB89.9 million (2009:
RMB149.2 million) and the gearing ratio which is represented by the
ratio of net debts (total borrowings net of bank and cash balances
and pledged bank deposits) to total shareholders’ equity, was
decreased to approximately 7.0% (2009: 34.1%). The decrease in the
gearing ratio was due to the improvement of operating income and
the reduction of bank borrowings during the year under review.

With the continuous positive cash inflow generated from its
operations and its existing cash resources and available banking
facilities obtained from its bankers, the Group has sufficient financial
resources to meet its commitments and working capital requirements.
The Group will continuously manage its cash outflow closely and
cautiously in the coming years and dedicate to maintain a sound
financial position and improve the equity return to its shareholders.

Pledge of Assets

As at 31 December 2010, bank deposits of approximately RMB10.5
million were pledged for bills and letter of credit facilities (2009: Nil).
Prepaid land lease payments of the Group of approximately RMB27.6
million (2009: RMB57.7 million) were pledged to secure the Group’s
bank borrowings and none of the property, plant and equipment of the
Group (2009: RMB19.6 million) was pledged to secure the Group’s
bank borrowings.

Contingent Liabilities
As at 31 December 2010, the Group had no material contingent
liabilities.

Capital Commitment

As at 31 December 2010, the Group had capital commitments which
has been contracted but not yet been provided for in the aggregate
amount of approximately RMB1.0 million (2009: RMB2.7 million) and
none of capital commitment in respect of the authorised but not yet
been contracted (2009: RMB25.7 million) that relating to purchases
of property, plant and equipment and construction in progress.
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FINANCIAL REVIEW (Continued)

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 appreciation of Renminbi during the year 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 year under review. Besides, the Group will
consider cost-efficient hedging methods in future foreign currency
transactions when appropriate.

Employees and Remuneration Policy

As at 31 December 2010, the Group has 881 full-time employees
(2009: 721) of whom 799 were production and warehouse
employees, 18 were sales and marketing employees, 12 were
research and development centre employees, and 52 were
management and back-office supporting employees. The increase
in the number of employees was mainly due to the expansion of the
production capacity of the Group during the year under review.

For the year under review, the total staff costs incurred including
directors’ remuneration increased to approximately RMB39.6 million
(2009: RMB31.5 million).

The Group has established its human resources policies and
scheme with a view to deploying the incentives and rewards of the
remuneration system which includes a wide range of training and
personal development programs to the employees. The remuneration
package offered to the staff was in line with the duties and the
prevailing market terms. Staff benefits, including medical coverage
and provident funds, have also been provided to the employees of the
Group.

The employees would receive discretionary bonuses and monetary
rewards based on their ratings in annual performance appraisals
of the Group. The Group also offered rewards or other incentives to
the employees in order to motivate their personal growth and career
development, such as ongoing opportunities for training to enhance
their technical and products knowledge as well as their knowledge
of industry quality standards. All new employees of the Group are
required to attend an introductory course and there are also various
types of training courses available to all the Group’s employees.

The Company 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
year under review, no share option of the Company has been granted.

TIANDE CHEMICAL HOLDINGS LIMITED
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BUSINESS REVIEW

In light of the improvement of market condition and the products
competitiveness, the Group has recorded a substantial growth in the
turnover during the year under review. Turnover derived from domestic
market was accounted for approximately 78.7% of the Group’s
total turnover and the rest is derived from overseas market. Such
growth of the turnover of the Group are mainly contributed by (i) the
China’s economy continues its growth momentum driven the market
demands; (ii) a revival global economy that the overseas market
has growth at a faster pace when compared with that of in the last
year; (iii) the competitive advantages of the Group’s products; and
(iv) the improvement of product portfolio as well as the adoption of
appropriate marketing strategies to capture larger market share.

Besides, the Group has implemented various measurements to
tighten cost controls and improve production efficiency, including (i)
strengthening the upward vertically integrated production system; (ii)
optimising of production scale; and (iii) consolidating and maximising
the internal resources utilisation in both production and operation
etc. during the year under review, which enable the Group achieved
encouraging results for the year.

Cyanoacetic Acid and its Ester Products

Cyanoacetic acid and its ester products continued to report strong
growth during the year under review. Leveraging on the strong
purchasing power of domestic market as well as the economic of
the overseas markets rebound robustly following the global financial
crisis and the competitive edge of the Group’s products, both the
average selling price and the sales quantity of some products in this
product category were increased notably, such product category was
accounting for 88.7% (2009: 86.1%) of the Group’s total turnover.
Besides, the removal and relocation of production plant provided
the Group a good opportunity to consolidate and integrate the
resources and improve its product portfolio of this product category,
the production efficiency of the Group is enhanced remarkably as a
whole. Furthermore, the production costs were well contained through
its upward vertically integrated production system of the Group. Thus,
such product category has successfully driven the accelerated growth
of the Group during the year under review. In view of this product
category is becoming a dominant force for high growth and it is
expected that it will continuous outperform the rest of the products
of the Group in coming year. With relatively higher profit margins
and remains optimistic about its long-term prospect, the Group
will dedicate to explore more new products and further enhance
the production technologies and capacities of good potential ester
products in order to further reinforce its competitive advantages and
sustain its leading position in the industry.
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BUSINESS REVIEW (Continued)

Alcohol Products

The results of alcohol products still remain stable as the industry is
matured and saturated. The Group will keep a steady development of
this product category in line with the natural growth of the industry in
future.

Chloroacetic Acid and its Derivative Products

The second phase expansion of production capacity of such product
category was completed in the second half of this year. However, the
internal demand was very strong and such products are still mainly
used for internal consumption during the year under review. Thus, the
third phase expansion of production capacity of such product category
will be carried out in 2011 to cope with the internal demand and
eventually achieving external sales. As the production costs of the
other products of the Group will be directly aligned with the production
costs of such product category, the Group will devote to enhance
the production of self supplies advantages and to build up a solid
production foundation ensuring that the internal resources are fully
and comprehensively utilised in future.

Fine Petrochemical Products

Affected by the supply shortage and soaring price of raw materials,
the results of fine petrochemical products was not as promising
as originally planned during the year under review. The turnover of
such product category was insignificant to the total turnover of the
Group and an impairment of the production facilities of such product
category was made during the year under review. Since all negative
factors of such product category has been reflected in this year, the
Group believes such product category would bring positive results
to the Group in future as the broad application of such product
category to the downstream industries that there would be ample
room for development. The Group will continue to refine production
technologies and facilities of such product category and dedicate to
exploit new business development and opportunities in future.

Resumption and Relocation

According to the notice of the resumption of land (please refer to the
Company’s announcement dated 18 November 2008 for details),
the usage of the three plots of land owned by Weifang Common
was changed from industrial use to non-industrial use in accordance
with the working direction laid down by the local government. As the
production plant of Weifang Common was erected on those plots of
land which were not consistent with such working direction and were
subject to resumption. The resumption agreements for the three
plots of land were formally signed in November 2008, December
2009 and September 2010 respectively. The removal and relocation
of the production plant of Weifang Common was completed in the
first half of 2010 and the three plots of land were surrendered to
the local government accordingly. The financial impact related to the
resumption and relocation has been already reflected in the financial
statements of the Group.

TIANDE CHEMICAL HOLDINGS LIMITED
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BUSINESS REVIEW (Continued)

Resumption and Relocation (Continued)

The production and operation of Weifang Common was relocated
and operated in the other nearby production plants of the Group.
The removal and relocation provided an opportunity to the Group to
concentrate and integrate the internal resources so as to improve
the overall operation and production efficiency. It was benefit to the
Group’s long term development as a whole.

Use of Proceeds from Placing

The Company placed 20,000,000 new ordinary shares in July 2010
and the net proceeds of approximately RMB17.8 million were fully
utilised for general working capital up to 31 December 2010. The use
of proceeds was in accordance with the intended purpose as stated
in the placing announcement on 12 July 2010.

OUTLOOK

The Group will concentrate resources on cultivating new business
and diversifying its product portfolio, thus escalating the business
development. With the aim to enhance energy efficiency, the Group
will further promote maximising the utilisation of internal resources,
such as recycle and reduce wastes and water so as to achieve
recycling economy production. The Group will not only continue to
work towards increasing the competitive advantages in core business
but also implement various measures to better prepare itself for next
stage development, which includes planning strategic development
programs and developing new products so as to explore new markets,
to generate future business development with ample room. With the
fully utilisation of the Group’s business edge and its positive future
development plans, the Group will able to keep its leading position in
the industry and continue its business development in a faster and a
better way.

Underpinned by the solid capital structure, strong financial position,
and appropriate business strategies of the Group, the Group will
further strengthen its competitive edge and achieve continued healthy
growth. The Group will capitalise its strengths to seek business
development opportunities through acquisition, self-development or
cooperation with enterprises to generate synergy effects etc. that
enabling the Group becomes stronger. The Group is optimistic to
its future development and will strive to optimise the return to the
shareholders of the Company.
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The Directors have pleasure in presenting the annual report together
with the audited consolidated financial statements of the Company
and its subsidiaries (collectively the “Group”) for the year ended 31
December 2010.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
business of the Group includes the research and development,
production and sale of fine chemical products, which is broadly
categorised into five major product groups, namely the cyanoacetic
acid and its ester products, the alcohol products, the chloroacetic
acid and its derivative products, the fine petrochemical products and
other by-products.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2010 are
set out in the consolidated income statement on page 41 of this
annual report.

The Directors recommend the payment of a final dividend of 8.0
HKcents (2009: 2.5 HKcents) per share, a special dividend of 1.0
HKcent (2009: Nil) per share and a bonus issue of shares on the
basis of one new ordinary share for every one existing ordinary share
held by the shareholders of the Company whose names are on the
register of members of the Company on 13 May 2011, all of which
are subject to the approval of the shareholders of the Company in
the forthcoming annual general meeting (the “2011 AGM”) of the
Company and the issue of the bonus shares is also subject to the
approval of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) on the listing of the bonus shares on the main board of
the Stock Exchange, and if passed, dividends and share certificates
will be paid and posted respectively on or before 27 May 2011.

ANNUAL GENERAL MEETING

The 2011 AGM will be held on Friday, 13 May 2011. Shareholders
of the Company should refer to the details regarding the 2011 AGM
in the circular of the Company of 7 April 2011 and the notice of the
2011 AGM and the form of proxy accompanying thereto.

TIANDE CHEMICAL HOLDINGS LIMITED
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining the identity of the shareholders of the
Company entitled to receive the final dividend, the special dividend,
the bonus shares and attend and vote at the 2011 AGM, the register
of members of the Company will be closed from Friday, 6 May 2011
to Friday, 13 May 2011, both days inclusive, during which period
no transfer of shares will be effected. All transfers accompanied by
the relevant certificates must be lodged with the Company’s share
registrar and transfer office in Hong Kong, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716 on the 17th Floor of
Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong, for
registration not later than 4:30 p.m. on Thursday, 5 May 2011.

SHARE CAPITAL

Details of movements during the year under review in the share
capital of the Company are set out in note 25 to the financial
statements for the year ended 31 December 2010.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 4 of this
annual report.

RESERVES

Details of movements in the reserves of the Group and of the
Company are set out in the consolidated statement of changes in
equity of the Group on page 47 of this annual report and note 26 to
the financial statements respectively.

DISTRIBUTABLE RESERVES OF THE COMPANY

Under Chapter 22 of the Companies Law of the Cayman Islands,
the share premium account of the Company can be used for paying
distributions or dividends to shareholders subject to the provisions
of its Memorandum or Articles of Association and provided that
immediately following the distribution of dividend, the Company
is able to pay its debts as they fall due in the ordinary course of
business. As at 31 December 2010, the Company’s reserves
available for distribution to shareholders amounted in total to
approximately RMB288.9 million (2009: RMB289.2 million).
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PROPERTY, PLANT AND EQUIPMENT

During the year under review, the Group spent approximately
RMB61.2 million on property, plant and equipment to expand its
production capabilities. Details of the movements in the property,
plant and equipment of the Group are set out in note 14 to the
financial statements for the year ended 31 December 2010.

INVESTMENT PROPERTIES

The Group’s investment properties were revalued at the year end
date. The fair value increase on investment properties arising on
revaluation amounting to approximately RMBO.9 million has been
credited to the consolidated income statement. Details of movements
in the investment properties of the Group are set out in note 16 to
the financial statements for the year ended 31 December 2010.

DONATIONS

During the year under review, the Group made charitable and other
donations totaling approximately RMB0.05 million.

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2010, the five largest customers
accounted for approximately 18.7% (2009: 17.5%) of the Group’s
total turnover, whilst the turnover attributable to the Group’s largest
customer accounted for approximately 4.4% (2009: 3.8%) of the
Group’s total turnover.

For the year ended 31 December 2010, the five largest suppliers
accounted for approximately 34.5% (2009: 33.1%) of the Group’s
total purchases, whilst the purchases attributable to the Group’s
largest supplier accounted for approximately 8.1% (2009: 9.6%) of
the Group’s total purchases.

At no time during the year under review did any Director, any
associate of a Director or any shareholder of the Company (which to
the knowledge of the Directors owns more than 5% of the Company’s
share capital) has an interest in any of the Group’s five largest
customers and suppliers.

TIANDE CHEMICAL HOLDINGS LIMITED
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DIRECTORS AND DIRECTORS’ SERVICE CONTRACTS

The Directors during the financial year under review and up to the
date of this report are:

Executive Directors:
Mr. Liu Hongliang
Mr. Wang Zijiang
Mr. Guo Xitian

Mr. Guo Yucheng

Independent non-executive Directors:
Mr. Leung Kam Wan

Mr. Liu Chenguang

Mr. Gao Baoyu

In accordance with Articles 86 and 87 of the Company’s Articles
of Association, Mr. Wang Zijiang, Mr. Guo Yucheng and Mr. Liu
Chenguang shall retire and, being eligible, offer themselves for re-
election as Directors at the 2011 AGM.

The independent non-executive Directors were appointed for an initial
term of not more than three years and will be renewable automatically
for successive term of three years until terminated by not less than
one month’s notice in writing served by either party on the other.

The executive Directors have entered into service contracts with the
Company for a term of 3 years and thereafter shall continue from
year to year until terminated by giving three months’ notice in writing
thereof by either party to the other.

No Directors proposed for re-election at the 2011 AGM has an
unexpired service contract which is not determinable by the
Company or any its subsidiaries within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

Save as disclosed in the paragraph headed “Connected Transactions”
set out in this report and note 31 to the financial statements for the
year ended 31 December 2010 on “Related Party Transactions”, no
contracts of significance in relation to the Group’s business to which
the Company or any of its subsidiaries was a party and in which a
Director of the Company had a material interest, whether directly or
indirectly, subsisted at the end of the year or any time during the
year.
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DIRECTORS’ AND CHIEF EXECUTIVE’'S INTERESTS IN
SECURITIES

As at 31 December 2010, the interests and short positions of the
Directors and chief executive of the Company and their associates
in the shares and/or underlying shares of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)), as recorded in the
register maintained by the Company pursuant to Section 352 of
the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in the Rules
Governing the Listing of Securities on the Stock Exchange (the “Listing
Rules”), were as follows:

REQATRD2HE Long Position in the shares of the Company

FEBRAEE, HE BT
BRH R IR A48 %
Number of B E D (%)
AT EEEE shares held/ Approximate % in
EEHA Company/name of interest in S the total issued
Name of Director associated corporation the Shares Capacity share capital
2tz e 4 FiEEEERAE (MFE1) 292,000,000 AR HEE 69.00%

Mr. Liu Hongliang Cheerhill Group Limited (Note 1) (Mt7E2)  Interest of controlled

(Note 2) corporation

G
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Notes:

1. The 292,000,000 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 292,000,000 Shares referred to
in Note 1 above by virtue of his 38% interest in Cheerhill.

Other than as disclosed above, none of the Directors, chief executive
of the Company nor their associates had any interests or short
positions in any shares, underlying shares or debentures of the
Company or any of its associated corporations as at 31 December
2010.

TIANDE CHEMICAL HOLDINGS LIMITED
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2010, the register of substantial shareholders
maintained by the Company pursuant to section 336 of the SFO
shows that the following shareholder had notified the Company of
their relevant interests in the issued share capital of the Company:

Long position of substantial shareholders in the shares and/or
underlying shares

FERHEE
ROERR HE 81T
ERBE IR 2= 48 %
Number of shares BB D (%)
held/interest in Approximate % in
RREH the Shares and 56 the total issued
Name of shareholders aggregated interest Capacity share capital
& (B FE) 292,000,000 EmER A 69.00%
Cheerhill (Note) Beneficiary owner
Pk Note:

%55 292,000,000 IZAR D REIERE - H2HEBTRAD
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The 292,000,000 Shares were held by 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.

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 31 December 2010, 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.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year under review was the Company, its holding
company, or any of its subsidiaries and fellow subsidiaries, a party to
any arrangements to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in, or debt securities
(including debentures) of, the Company or any other body corporate.
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CONNECTED TRANSACTIONS

Pursuant to a lease (the “Lease”) entered into between Weifang
Common, being a major operating subsidiary of the Group, and Weifang
Tianhong Corporate Management and Consultancy Service Co. Ltd.
(“Weifang Tianhong”), Weifang Common leased the office premises
owned by Weifang Tianhong for a term of three years commencing on
1 April 2010 at an annual rental payment of RMB180,000, payable
at the end of each year. Weifang Tianhong is a connected person to
the Company as Mr. Liu Hongliang, Mr. Wang Zijiang, Mr. Guo Xitian
and Mr. Guo Yucheng, all being executive Directors of the Company,
have full voting control of Weifang Tianhong. The transaction under
the Lease constituted a continuing connected transaction of the
Company. However, as the Lease is a de minimise transaction under
Rule 14A.33(3) of the Listing Rules, it was exempt from the reporting,
announcement and independent shareholders’ approval requirements
under the Listing Rules.

Save as disclosed above and in note 31 to the financial statements
for the year ended 31 December 2010 on “Related Party
Transactions”, there were no other transactions which need to
be disclosed as connected transactions in accordance with the
requirements of the Listing Rules and no contract of significance,
between the Company, its controlling shareholders, or any of its
subsidiaries and fellow subsidiaries or in which a Director had a
material interest, whether directly or indirectly, or which are required
to be disclosed under the Listing Rules or the Companies Ordinance
(Chapter 32 of the laws of Hong Kong) subsisted at the end of the
year or at any time during the year under review.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Group was
entered into or existed during the year under review.

CONFIRMATION FROM INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received from each of the independent non-
executive Directors an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers
that all independent non-executive Directors are independent.

TIANDE CHEMICAL HOLDINGS LIMITED
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EMOLUMENT POLICY

The emolument policy of the Group is set up by the Board on the
basis of the merit, qualifications and competence of the employees.

The emoluments of the Directors and senior management of
the Company will be reviewed by the Remuneration Committee,
having regard to factors including the Group’s operating results,
responsibilities required of the Directors and senior management and
the comparable market statistics.

SHARE OPTION SCHEME

Under the share option scheme of the Company, the maximum
number of Shares available for issue upon exercise of all options
granted and yet to be exercised under the Share Option Scheme and
other share option schemes in aggregate shall not exceed 30% of
the number of issued shares of the Company from time to time. The
total number of shares of the Company issued and which may be
issued upon exercise of all options (whether exercised, cancelled or
outstanding) granted in any 12-month period to each participant must
not exceed 1% of the number of shares of the Company in issue
unless approval by the shareholders of the Company in a general
meeting. An option may be exercised in accordance with the terms of
the Share Option Scheme at any time during a period to be notified
by the Board, which must not be more than ten years from the date
of grant. Any Share allotted and issued on the exercise of options
will rank pari passu with other shares of the Company in issue on the
date of allotment.

The offer of a grant of share options may be accepted within 21
days from the date of offer, upon payment of nominal consideration
of HK$1 in total by the eligible participants that become grantees.
Each share option will be vested immediately at the date when the
option is accepted. The share options will lapse immediately after the
grantee ceases to be eligible participant of the Group. The options
will lapse due to the expiry of the option’s exercise period.

The subscription price for the shares of the Company to be issued
upon exercise of the options shall be no less than the higher of (i)
the closing price of the shares of the Company as stated in the daily
quotation sheet issued by the Stock Exchange on the date of grant; (ii)
the average closing price of the shares of the Company as stated in
the daily quotation sheets issued by the Stock Exchange for the five
business days immediately preceding the date of grant; and (iii) the
nominal value of a share of the Company on the date of grant. The
subscription price will be established by the Board at the time the
option is offered to the participants.
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No share option has been offered or granted by the Company under
the share option scheme during the year under review. Details of

[ RARMBEBAEAZI TIRA 2 EREEEFBEZ movements of the existing share options under the share option

HATE: scheme of the Company for the year ended 31 December 2010 are
set out the following table:
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AZE AR Category of grantee beginning of year the year the year the year
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ey Supplier 200,000 100,000 - 100,000
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The fair value of the existing share options of the Company 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.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands which
would oblige the Company to offer new shares on a pro rata basis to
existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

During the year under review, neither the Company nor any of its
subsidiaries purchased, sold or redeemed any of the Company’s
listed securities.

SUFFICIENCY OF PUBLIC FLOAT

As at the latest practicable date prior to the issue of this report,
based on the information that is publicly available to the Company
and to the best knowledge of the Directors, the Directors confirmed
that the Company has maintained sufficient public float as required
under the Listing Rules.

TIANDE CHEMICAL HOLDINGS LIMITED
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COMPLIANCE WITH CODE OF BEST PRACTICES

The Company is committed to maintaining the high standard of
corporate governance practices. Information on the corporate
governance practices adopted by the Company is set out in the
Corporate Governance Report on pages 30 to 38 of this annual
report.

The Company has adopted the Model Code as its code for dealing in
securities of the Company by the Directors. After specific enquiry by
the Company, all the Directors confirmed that they had complied with
the required standards set out in the Model Code for the financial
year ended 31 December 2010.

INDEPENDENT AUDITOR

RSM Nelson Wheeler acted as the auditor of the Company in respect
of the financial year ended 31 December 2008. On 1 December
2009, RSM Nelson Wheeler retired as the auditor of the Company.
Grant Thornton (“GTHK”), now known as JBPB & Co. has been
appointed as the new auditor of the Company to fill the casual
vacancy and held office until the conclusion of the 2010 annual
general meeting of the Company.

The financial statements in respect of the financial year ended 31
December 2009 were audited by GTHK. Due to a merger of the
businesses of GTHK and BDO Limited (“BDO”) to practise in the
name of BDO as announced on 26 November 2010, GTHK resigned
and BDO was appointed as the auditor of the Company effective from
22 November 2010. The financial statements for the year ended 31
December 2010 were audited by BDO.

A resolution will be proposed at the forthcoming annual general
meeting of the Company to re-appoint BDO as the auditor of the
Company.

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 21 March 2011
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The Group recognises the value and importance of high corporate
governance standards in the enhancement of corporate performance
and accountability.

The Company reviews its corporate governance practices periodically
to ensure the practices continue to meet the Code on Corporate
Governance Practices (the “Code”) contained in Appendix 14 to the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”). The Board considered that
the Company has complied with the applicable code provisions of
the Code during the year under review. The key corporate governance
practices of the Group are summarised as follows:

BOARD OF DIRECTORS (THE “BOARD”)

Accountable to the shareholders of the Company, the Board is
responsible for the overall management, business development
and supervising all major matters of the Company, including the
formulation and approval of all policy matters, overall strategies,
internal control and risk management systems, and monitoring the
performance of the senior management. The Directors have to take
decisions objectively in the interests of the Company.

The Board of the Company comprises seven Directors, including four
executive Directors and three independent non-executive Directors.
The biographical details of the Directors are set out on pages 10
to 11 of this annual report. The composition of the Board is well
balanced with each Director having sound knowledge, experience and/
or expertise relevant to the business operations and development of
the Group. All the Directors are aware of their collective and individual
responsibilities to the shareholders of the Company and have
exercised their duties with care, skill and diligence, contributing to the
successful performance of the Group.

There is no financial, business, family or other material or relevant
relationship among members of the Board and the Chairman. All of
them are free to exercise their independent judgement.

The Company has appointed the three independent non-executive
Directors that met the requirements of the Listing Rules, with at least
one independent non-executive Director possessing the appropriate
professional qualifications, or accounting or related financial
management expertise. The Company has received from each
independent non-executive Director a written annual confirmation of
their independence pursuant to Rule 3.13 of the Listing Rules and
is satisfied with their independence in accordance with the Listing
Rules.

All the Directors are permitted to seek independent professional
advice, if required, at the Company’s expenses.

TIANDE CHEMICAL HOLDINGS LIMITED
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BOARD OF DIRECTORS (THE “BOARD”) (Continued)

All regular Board meetings are scheduled in advance to facilitate
the possible fullest attendance. The meeting agenda is set after
consulting with members of the Board. Each Director is invited to
present any businesses that he wishes to discuss or propose at such
meetings. Directors are required to abstain from voting and will not
be counted in the quorum present in the Board meeting if any director
has a conflict of interest in a matter to be considered by the Board.

The Directors have been invited to include any matters which they
thought appropriate in the agenda for the Board meetings. Notice
of at least 14 days has been given for each Board meeting. Board
papers are circulated to all Directors not less than 3 days before the
Board meetings to ensure timely access to relevant information. Each
Director is able to access the management of the Group separately
and independently if more information is required.

The Board papers and minutes of the Company are kept by the
Company Secretary at the Company’s principal place of business in
Hong Kong. All draft and final versions of minutes have been sent to
Directors for review, comment and record within 7 days after each
board meeting.

(1) Responsibilities

The Board is collectively responsible for formulating the
strategic business direction of the Group and setting objectives
for management, overseeing its performance and assessing
the effectiveness of management strategies. The day-to-day
operations and business strategies implementation of the
Group are delegated to the general manager of the Company.
The Board reviews the performance against the agreed targets
and budgets on a regular basis.

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 to the Listing Rules (the “Model Code”) as its own code
governing securities transactions of the Directors. Each of the
Director has confirmed his compliance with the Model Code
for the financial year ended 31 December 2010. The Company
has also adopted written guidelines on no less exacting terms
than the Model Code for the relevant employees. The senior
management, who, because of their office in the Company,
is likely to be in possession of unpublished price sensitive
information, has been requested to comply with the provisions
of the Model Code and the Company’s code of conduct
regarding securities transactions by Directors. No incidence
of non-compliance of the employees’ written guidelines by the
relevant employees was noted by the Company during the year
under review.
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BOARD OF DIRECTORS (THE “BOARD”) (Continued)

)

3)

Chairman and Chief Executive Officer

The Company does not presently have any officer with the title
of chief executive officer but with equivalent to the position
of general manager of the Company. In order to reinforce the
independence and accountability, the roles of the Chairman
and the general manager are segregated and performed by
Mr. Liu Hongliang and Mr. Chak Kwan respectively. There is a
clear distinction responsibility of the Chairman to mainly provide
leadership for the Board and ensure the Directors receive
adequate, complete and reliable information in a timely manner
with support by the management to ensure the effectiveness
of the Board. The general manager is responsible for managing
the day-to-day operations, implementing business strategies
and policies approved by the Board, developing and formulating
the organisational structure, control systems and internal
procedures and processes for the Board’s approval. The
division of responsibilities between the Chairman and general
manager has been clearly defined and set out in writing.

Board Committees

The Board has established three committees, namely the Audit
Committee, the Remuneration Committee and the Safety and
Environmental Protection Committee, for overseeing particular
aspects of the Company’s affairs. All committees have been
established with specific written terms of reference which deal
clearly with their respective authorities and duties.

During the year under review, 4 Board meetings, 2 Audit
Committee meetings and 1 Remuneration Committee
meeting were held and no meeting was held for Safety and

ek 7 SREEEG I Environmental Protection Committee. The attendance record of
each Director at the aforesaid meetings is set out below:
HES R
Attendance of meetings
FMESE

EEg EREE® Remuneration

Board Audit Committee Committee
HITES Executive Directors
BT s Mr. Liu Hongliang? 4/4 1/2 1/1
FFIRE Mr. Wang Zijiang 4/4 1/2 _
PABIE Mr. Guo Xitian 4/4 1/2 2
PEKEE Mr. Guo Yucheng 4/4 1/2 _
BIUFHITES Independent non-executive Directors
REFESLEL 4 Mr. Leung Kam Want4 4/4 2/2 1/1
BB ERLE2 Mr. Gao Baoyu?* 4/4 2/2 1/1
BB orE2 4 Mr. Liu Chenguang2# 4/4 2/2 1/1
Pi%E Notes:
1. BEREEGERE 1. Chairman of the Audit Committee
2. BIZEZEEKE 2. Member of the Audit Committee
3. THEEEER 3. Chairman of the Remuneration Committee
4. FMESEKE 4. Member of the Remuneration Committee

RECTERERLDE
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BOARD OF DIRECTORS (THE “BOARD”) (Continued)

(3) Board Committees (Continued)
The Audit Committee comprises the three independent non-
executive Directors, namely, Mr. Leung Kam Wan, Mr. Gao

Baoyu and Mr. Liu Chenguang. Mr. Leung is the Chairman of
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the Audit Committee and he possesses recognised professional
qualifications in accounting required by the Listing Rules. The
main duties of the Audit Committee include:

review the Group’s financial statements on the
compliance of the accounting standards, the Listing Rules
and other requirements in relation to financial reporting;

oversee the Group’s financial reporting systems and
internal control procedures;

discuss with the Board the system of internal control and
ensure that the Board has discharged its duty and has an
effective internal control system;

review the nature and scope of the audit and reporting
obligations of the independent auditor before the audit
commences;

make recommendation to the Board on the appointment,
reappointment and removal of the independent auditor,
and approve the remuneration and terms of engagement
of the independent auditor;

evaluate the fairness and reasonableness of any
connected transaction and the impact of such transaction
on the profitability of the Group as well as the interest of
the shareholders of the Company as a whole; and

review the independent auditor's management letter and
management’s response.

Two Audit Committee meetings were held during the year under
review to discuss and review the following matters:

EZHMHE_TEEANF+_A=+—HBK 1. review the financial statements as at 31 December 2009
—E-TEEXNA=THILZHBHREE and 30 June 2010 with the compliance of the accounting
=R - AR B & E b B2 B S B R standards, the Listing Rules and other requirements in
HEERT I E A RIE relation to financial reporting;
MEZEE2XINEZEST2HET R 2.  submit and recommend the Board to approve the financial
= statements;

ERAEBFNHGENSHRERERS 3. review the Group’s financial and accounting policies and

practices of the Group;
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BOARD OF DIRECTORS (THE “BOARD”) (Continued)

3)

Board Committees (Continued)

4. review the nature and scope of the audit and reporting
obligations and evaluate the independence of the
independent auditor and to make recommendation to the
Board on the appointment of the independent auditor;

5. approval of the audit fees and terms of engagement of
the independent auditor; and

6. review and discuss with the independent auditor regarding
the issues of management letter.

During the year under review, the Audit Committee has met
the executive Directors and management of the Company with
the independent auditor to review and discuss the integrity and
any significant financial reporting judgements of the financial
statements of the Group. Besides, the members of the Audit
Committee had reviewed the reports of the internal control self-
assessment and the corporate compliance assessment in the
Board meetings.

The Remuneration Committee is chaired by Mr. Liu Hongliang,
an executive Director with Mr. Leung Kam Wan, Mr. Gao
Baoyu and Mr. Liu Chenguang as the three other members, all
being independent non-executive Directors. The Remuneration
Committee is mainly responsible for approving the remuneration
policy of the Group as well as reviewing and evaluating the
remuneration packages of the executive Directors and senior
management to enable the Company to attract, retain and
motivate quality personnel. No Director shall participate in any
discussion about his own remuneration.

During the year under review, the Remuneration Committee
has held one meeting to review and approve the remuneration
packages for all the Directors and senior management of the
Company by reference to the Directors’ responsibilities and
duties, the Group’s operating results and achieved corporate
objectives, after taking into account also the comparable
market conditions.

The Audit Committee and the Remuneration Committee of
the Company are established with defined written terms
of reference which deal clearly with their authorities and
duties. The term of reference of the Audit Committee and
the Remuneration Committee are posted on the Company’s
website and are available to shareholders of the Company upon
request.

TIANDE CHEMICAL HOLDINGS LIMITED
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BOARD OF DIRECTORS (THE “BOARD”) (Continued)

3)

Board Committees (Continued)

The Board has established the Safety and Environmental
Protection Committee to enhance the safety and effectiveness
of production operations so as to eliminate the operating risk of
the Group. The Safety and Environmental Protection Committee
comprised three members, namely Mr. Guo Yucheng, an
executive Director and the Chairman of the Committee, Mr. Gao
Baoyu, an independent non-executive Director and Mr. Fu Anxu,
a chief engineer of the Group. The Committee is delegated by
the Board to perform mainly the following duties:

formulate the Group’s overall safety and environmental
protection plans and regulations for the approval by the
Board;

examine and supervise the production operations in the
subsidiary level to ensure that they are followed to the
Group’s safety and environmental protection policy and
regulations;

ensure the Group’s production operations are complied
with all relevant rules and regulations promulgated by the
local government authorities from time to time; and

handle all complaints regarding safety and environmental
production aspect of the Group.

No meeting was held for the Safety and Environmental
Protection Committee during the year under review.

All Board Committees would report to the Board their works,
findings and recommendations in Board meetings.

The Company has not established a Nomination Committee.
The full Board is involved in the appointment of new Directors by
taking into consideration criteria such as expertise, experience,
integrity and commitment when considering new director
appointments.
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BOARD OF DIRECTORS (THE “BOARD”) (Continued)

(4) Appointment, Re-election and Removal
All Directors are appointed for a specific term of three years and
subject to retirement by rotation at least once every three years
in accordance with the Articles of Association of the Company.

At each annual general meeting, one-third of the Directors for
the time being, or if their number is not a multiple of three, then
the number nearest to but not less than one third, are required
to retire from office by rotation provided that every Director
shall be subject to retirement at least once every three years.
A retiring Director shall be eligible for re-election and shall
continue to act as a Director throughout the meeting at which
he retires. The Directors to retire by rotation will be those who
have been the longest in office since their last re-election or
appointment but as between persons who become or were last
re-elected Directors on the same day those retire will (unless
they otherwise agree among themselves) be determined by lot.

A Director may be removed by an ordinary resolution of the
Company before the expiration of his period of time (but
without prejudice to any claim which such Director may have for
damages for any breach of any contract between him and the
Company).

ACCOUNTABILITY AND AUDIT

The Board aims to present a balanced, clear and understandable
assessment of the Company’s performance, position and prospects
to its shareholders and the public pursuant to all sort of statutory
requirements.

The Board is responsible for the handling of the dissemination
of price sensitive information and other financial disclosure
requirements procedures. The Board is fully aware of its obligations
under the Listing Rules and reviews its compliance controls process
regularly. The Company should make disclosure immediately pursuant
to statutory requirements. The unauthorised use of confidential or
insider information is strictly prohibited under the Company’s policy.
The general manager of the Company is identified and authorised
person to respond the enquiries made in connection with the Group’s
affairs.

TIANDE CHEMICAL HOLDINGS LIMITED
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ACCOUNTABILITY AND AUDIT (Continued)

The Directors are responsible for the preparation of the financial
statements of the Group for each financial year and ensuring that
these statements give a true and fair view of the state of affairs of
the Group, its results and cash flows for that period. The Directors
are also responsible for ensuring that proper accounting records of
the Group which disclose the financial position of the Group are kept
at all times. In addition, the Board has reviewed and considered the
adequacy of resources, qualifications and experience of staffs of the
accounting and financial reporting function of the Group and also
considered the training programs and budget during the year under
review.

Management is required to provide detailed reports and explanation
to enable the Board to make an informed assessment before
approval.

INTERNAL CONTROLS

The Board has overall responsibilities for the Group’s system of
internal control and maintaining a sound and effective internal
control system of the Group to safeguard the Group’s assets and
the shareholders’ investment. All executive Directors closely and
directly monitor the daily operations, business activities and review
monthly financial results of the Group ensuring that compliance
controls and risk management measures and procedures are properly
implemented. All executive Directors participate in the monthly
management meetings or meetings held as and when required
to address irregularities immediately. Besides, the Board takes a
constant review of the Group’s financial and operational procedures
and critical risk management control to ensure the internal control
system is effectiveness.

The Group has implemented some operating controls including clearly
defined lines of responsibilities and ultimate accountability system,
capital expenditure and investment approval procedure, treasury and
budgeting monitoring systems etc.

Besides, the Group has continued to execute the self-assessment
and evaluation mechanism for internal control system during the year
under review that is aimed to test the reasonableness of the existing
internal control mechanism, prompt employee to step in evaluation
of the implementation of internal control system, serves to rectify
control system immediately if any shortcoming, facilitate the Board
and the Audit Committee to assess the internal control system of the
Group more effectiveness.
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INTERNAL CONTROLS (Continued)

The Board has continuously devoted to optimise the Group’s
operation system, minimise its operational risks and any irregularities
areas by periodically review the operation procedures of the Group
and to make continuous improvement during the year under review.
Even though an internal control department has not yet built up until
now, the Board is still continuously monitor the business operation
closely. The Board is planned to establish an internal control
department in near future to formulate more control measures and
put in place an integrated system of internal control so as to support
the business development of the Group.

COMMUNICATIONS WITH SHAREHOLDERS

The Company considers its annual general meeting as an important
channel for face-to-face dialogue with shareholders. The Chairman of
the Board and either the chairman of the Audit Committee and the
Remuneration Committee or their representatives would attend the
annual general meeting of the Company answering and explaining to
shareholders issues relating to the Group’s business strategies and
financial results and proposed resolutions at the general meeting.

During the year under review, all notices of general meeting have
been dispatched by the Company to its shareholders at least 20 clear
business days before the meeting and at least 10 clear business
days in the case of all other general meetings, if any. All resolutions
put to the vote of a general meeting have been passed by way of poll.

At the commencement of the meeting, the Chairman of the meeting
has explained the detailed procedures for conducting a poll and then
answers any questions from shareholders of the Company regarding
voting by way of a poll.

AUDITOR’S REMUNERATION

During the year under review, the remuneration paid and payable to
the Company’s independent auditor of approximately HK$0.5 million
is set out as follows:

Audit services
Non-audit services

HK$400,000
HK$50,000

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 21 March 2011

TIANDE CHEMICAL HOLDINGS LIMITED
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Telephone: (852) 2541 5041

Telefax:  (852) 2815 2239 O

To the shareholders of Tiande Chemical Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

We have audited the consolidated financial statements of Tiande
Chemical Holdings Limited (the “Company”) and its subsidiaries
(hereinafter collectively referred to as the “Group”) set out on
pages 41 to 112, which comprise the consolidated and company
statements of financial position as at 31 December 2010, and the
consolidated income statement, the consolidated statement of
comprehensive income, the consolidated statement of changes in
equity and the consolidated statement of cash flows for the year then
ended, and a summary of significant accounting policies and other
explanatory information.

Directors’ Responsibility for the Consolidated
Financial Statements

The directors of the Company are responsible for the preparation of
the consolidated financial statements that give a true and fair view
in accordance with Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of the Hong Kong Companies Ordinance, and
for such internal control as the directors determine is necessary to
enable the preparation of the consolidated financial statements that
are free from material misstatement, whether due to fraud or error.

Auditor’'s Responsibility

Our responsibility is to express an opinion on these consolidated
financial statements based on our audit. This report is made solely to
you, as a body, in accordance with the terms of our engagement, and
for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

We conducted our audit in accordance with Hong Kong Standards
on Auditing issued by the Hong Kong Institute of Certified Public
Accountants. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are
free from material misstatement.
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Auditor’s Responsibility (Continued)

An audit involves performing procedures to obtain audit evidence
about the amounts and disclosures in the consolidated financial
statements. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material
misstatement of the consolidated financial statements whether due
to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation of
financial statements that give a true and fair view in order to design
audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness
of accounting estimates made by the directors, as well as evaluating
the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and
fair view of the state of affairs of the Company and of the Group as at
31 December 2010, and of the Group’s profit and cash flows for the
year then ended in accordance with Hong Kong Financial Reporting
Standards and have been properly prepared in accordance with the
disclosure requirements of the Hong Kong Companies Ordinance.

BDO Limited

Certified Public Accountants

Tsui Ka Che, Norman

Practising Certificate Number PO5057

Hong Kong, 21 March 2011

TIANDE CHEMICAL HOLDINGS LIMITED



tr &% Consolidated Income Statement

HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010
B aE —E-ZF ZETNF
Notes 2010 2009
AR®T T ARET T
RMB’000 RMB’000
e Turnover 6 881,775 598,947
HERA Cost of sales (658,007) (501,675)
ER Gross profit 223,768 97,272
HplgA Other income 6 6,786 4,309
BEMES B Revaluation gain on investment properties 16 860 490
HERYS Selling expenses (23,089) (22,634)
THRFAX Administrative expenses (30,126) (26,278)
Hig &R Other operating expenses (17,701) =
B RS AR AR Finance costs (7,237) (10,304)
BRETEBIATRER Profit before income tax 8 153,261 42,855
FriEHi & Income tax expense 9 (24,035) (811)
KEERQTEEA Profit for the year attributable to the owners of
PEfka A the Company 129,226 42,044
MEAEEERATEEA Earnings per share for profit attributable to
EEEAmES 28REF the owners of the Company for the year 13
- EAX — Basic AR#0315T AR#¥0.1057T
RMBO0.315 RMBO0.105
-#E — Diluted AR¥0314 7T TiERA
RMB0.314 N/A

—E-SEER
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tre=mEUE TR Consolidated Statement of Comprehensive Income

HE—ZT-ZF+- A=+—HIL9Z For the year ended 31 December 2010
-5 —TETAA
2010 2009
AR®T T AREETIT
RMB’'000 RMB’000
REEREF Profit for the year 129,226 42,044
Hih2m (Bk) Wi Other comprehensive (expense)/income
- BEHINERIERREE 2 — Exchange (loss)/gain on translation of
PEH (&518),Wax financial statements of foreign operations (539) 2
AEEHME2E(BIX), W Other comprehensive (expense)/income for the year (539)
REERQNTEB A Total comprehensive income for the year
EEEmE N SARE attributable to the owners of the Company 128,687 42,046
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SRS B AR R #F Consolidated Statement of Financial Position

R=ZE—=ZF+=H=+—H As at 31 December 2010
B=E —E-FF —ETNF
Notes 2010 2009
AR®Tx ARETIT
RMB’000 RMB’000
EEHREEE ASSETS AND LIABILITIES
ERBEME Non-current assets
ME - WEREE Property, plant and equipment 14 379,930 364,853
JEf - FE E R IE Prepaid land lease payments 15 56,587 57,880
LB Investment properties 16 11,710 10,850
BEYE BEAEREZ Deposits paid for acquisition of property,
B4 plant and equipment 1,088 2,414
B IBEE Deferred tax assets 17 126 355
449,441 436,352
REEE Current assets
7E Inventories 18 65,364 43,222
B 5 EUER & e i Trade and bills receivable 19 117,333 110,947
B~ 0T8N E e U IR Prepayments and other receivables 53,238 23,448
MERIEE E Current tax assets 1,029 3,708
DIRERITIER Pledged bank deposits 20 10,500 =
SRT1TEAIR & AE R Bank and cash balances 20 42,382 16,758
289,846 198,083
CEEAFEGFEEEZ Non-current assets classified as
EMENE E held for sale 21 - 3,647
289,846 201,730
REAE Current liabilities
B S REMNRRENZE Trade and bills payable 22 24,557 23,767
FEASE AR BR 20 N2 ELAth FE < S0 IE Accruals and other payables 67,686 53,347
RITEE Bank borrowings 23 59,900 107,169
mEHIEaE Current tax liabilities 8,703 451
160,846 184,734
REEERE Net current assets 129,000 16,996
BEERABERS Total assets less current liabilities 578,441 453,348
FRBEE Non-current liabilities
|ITEE Bank borrowings 23 30,000 42,000
TRIEUA Deferred income 24 18,671 21,412
EERIBEE Deferred tax liabilities 17 2,255 1,988
50,926 65,400
EEFRE Net assets 527,515 387,948
P EQUITY
RATHEE AEEERS Equity attributable to the Company’s owners
R& X Share capital 25 4,216 4,031
B Reserves 26 523,299 383,917
R Total equity 527,515 387,948
gu :/\:'E:‘: EE %ﬂ:
LIU HONGLIANG WANG ZIJIANG
EFE EFE
Director Director

—E-SEER
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Ef#& x5 3= Statement of Financial Position

R-ZT—ZF+—- =+—H As at 31 December 2010
B 5 —E-FF ZETNF
Notes 2010 2009
ARETFT AREETIT
RMB’'000 RMB’000
EEHEEE ASSETS AND LIABILITIES
FREBEE Non-current assets
Yz - s Rt Property, plant and equipment 14 5 10
R B AR ZEE Investments in subsidiaries 27 - _
5 10
REEE Current assets
FE USRS B A T FRIE Amounts due from subsidiaries 27 189,455 191,188
FELURR 2, Dividend receivables 86,558 100,557
TEASF FRIE K EAth e U F00E Prepayments and other receivables 322 242
$RYTEAIE & 4565 Bank and cash balances 20 17,171 1,681
293,506 293,668
RBAE Current liabilities
FER RN BEZR R H b fERTZRIE  Accruals and other payables 388 352
FER B A RIF0E Amounts due to subsidiaries 27 - 72
388 424
REEEFR Net current assets 293,118 293,244
EESHE Net assets 293,123 293,254
s EQUITY
[N Share capital 25 4,216 4,031
(== Reserves 26 288,907 289,223
AR Total equity 293,123 293,254
2t FFI
LIU HONGLIANG WANG ZIJIANG
EF EF
Director Director
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=5 S 727 Consolidated Statement of Cash Flows

HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010
k=2 —E-ZF ZETNF
Notes 2010 2009
ARETFT AREETIT
RMB’000 RMB’000
RELEELECHERE Cash flows from operating activities
KR TS H5 BT AN G 2 s ) Profit for the year before income tax 153,261 42,855
TR Adjustments for:
AMEWA Interest income 6 (205) (289)
FERAX Interest expenses 7 7,237 10,304
geiigect Amortisation 8 1,293 1,417
e Depreciation 8 37,820 35,960
JRIE WA £ 3] Release of deferred income 6 (2,740) (2,740)
WK (EBSHK) FFEEE  Write-down/(Reversal of write-down) of
0] &8 FE inventories to net realisable value, net 8 964 (1,328)
KEYEEH =S Revaluation gain on investment properties 16 (860) (490)
IRELEE RN T2 Equity-settled share-based payments
IEREY expenses 8 1,158 1,371
HETER T FR S A R Gain on disposals of prepaid land lease
M - HEMEREZ payments and property, plant and
S equipment, net 6 (2,276) (494)
E Ao R IE R B 18 Impairment loss on other receivables 8 581 _
B S RBER R EEE Impairment loss on trade receivables 8 - 203
Y% - RE K i&iE Impairment loss on property, plant and
B EE equipment 8 14,400 _
KRet2EESEBATZ Operating profit before working
48 A capital changes 210,633 86,769
FEEN Increase in inventories (23,106) (1,934)
B SRR - fEURE S Increase in trade, bills and
B e ke & A other receivables and
FIBHE N prepayments (21,164) (27,690)
S REMNE - ENEER Increase/(Decrease) in trade,
Ho e~ 5B M bills and other payables and
AR ERFRIE I, OB ) accruals 734 (7,846)
KB IRETISIR & Cash generated from operations 167,097 49,299
B FTEH Income taxes paid (12,608) (2,101)
4 UK B 2 B A TH S Net cash generated from operating activities 154,489 47,198
REXBELECRERE Cash flows from investing activities
BEYE  MENMRE Purchase of property, plant and equipment (61,159) (48,418)
HETBN L E A E Proceeds on disposals of prepaid land lease
Y2 -~ B Rkt 2 payments and property, plant and
Frf8sa equipment - 11,305
2 W F & Interest received 205 289
SRR ITER (EIN) B2 (Increase)/Decrease in pledged bank deposits (10,500) 10,000
KB XA ZIREF5 Net cash used in investing activities (71,454) (26,824)

—E-SEER
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ZE5H S 727 Consolidated Statement of Cash Flows

HE—ZT-ZF+- A=+—HIL9Z For the year ended 31 December 2010
B RE —E-ZF ZETNF
Notes 2010 2009
ARETFT AREETIT
RMB’000 RMB’000

MEXBELECESRE Cash flows from financing activities
ERTAE Dividend paid 12(b) (8,800) (4,400)
ENFE Interest paid (7,322) (10,136)
EERITEE Repayments of bank borrowings (105,440) (116,390)
FILIRITEE New bank borrowings raised 47,900 124,000
BEAREE F5E Net repayments of discounted bills (1,729) (18,055)
RIFRSETHRG 2 Proceeds from issue of new shares upon

P8 2RIB placing 25(i) 18,320 -
BEATRAR Issuing cost (500) _
RIE TR IR 321 T IR 9 2 Proceeds from issue of new shares upon

FTiS 508 exercise of share options 702 —
BMEXBMA RS RE Net cash used in financing activities (56,869) (24,981)
HERBEESEEER Net increase/(decrease) in cash and

#Bhn B4 B8 cash equivalents 26,166 (4,607)
FHIzHEE REEEEIER Cash and cash equivalents at beginning of year 16,758 21,363
SNGE FEE R B) 2 S22 Effect of foreign exchange rate changes (542) 2
FRZBEERHAESZEER Cash and cash equivalents at end of year 42,382 16,758
ReRkFESEBEEBERD M Analysis of balances of cash and

cash equivalents

SRITHIIR & AR Bank and cash balances 42,382 16,758
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frefEmE H) %k Consolidated Statement of Changes in Equity

HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010

DYl bt
B8 nE fiz g5 ELff
NEE  EfifE DEE®  FERE HERE  Foeign
BA  ROBE HBAIEE  Suplis  Property Public Share-based Capital  currency REEF EBERE
Share Share Special reserve  revaluation welfare  payment contribution translation  Retained  Proposed aF
capital  premium reserve fund reserve fund reserve reserve reserve profits  dividends Total
ARBTT ARETT ARETRT ARETT ARETT ARETR ARETR ARBTR ARETT ARETR ARETT ARETR
RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000 RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
(Fizk26a) (FizE26b) (P 260) (zk6d) (Mfzt2ee) (Mizt2er) (Hizkoeg)
(note 26a)  (note 26b)  (note 26c) (note 26d)  (note 26e)  (note 26f)  (note 26g)
WZETNE—H—HL%  Balance at 1 January 2009 4,031 89,544 31,182 13,599 1,359 633 425 2,034 (741) 202,465 4400 348931
BB (i 12(0) Dividend paid (note 12(b) = = = = = = = = = - (4400) (4400
REEEURD %2 Equity:settled share-based
FERSY payments expenses - - - - - - 300 1,071 - - - 1371
BEEARS Transactions with owners - - - - - - 300 1,071 = - (44000  (3,029)
KEERF Profit for the year - - - - - - - - o 40M om0
A2 Ak Other comprehensive income
RERHNERIHRR Exchange gain on translation of
EEZERE financial statements of
foreign operations - - - - - - - - 2 - - 2
AEEHM2ANEAE Total comprehensive income
for the year - - - - - - - - 2 42,044 - 42,046
BE Transfer - - - 5,208 - - - - - (5,208) - -
—ESNERERERE 2009 proposed final dividend
(P 12(a) (note 12(a)) - - - - - - - - - (8800) 8800 -
R-ZEBAF+-A=+—H Balance at 31 December 2009
K=2-ZF-F-A%%  and1January 2010 4,031 89,544 31,182 18807 1,359 633 725 3105 (739) 230,501 8800 387948
ENRE (120)) Dividend paid (note 12(b)) - - - - - - - - - - (8800)  (8800)
RERERTHER Issue of new shares upon placing
(BitsE25() (note 25(1) 174 18146 - - - - - - - - - 1832
IR Issuing cost - (500) - - - - - - - - - (500)
RETFERRERT Issue of new shares upon exercise
k(A (K 28() of share options (note 28(i) 1 987 - - - - (296) - - - - 702
RELEURG S 2 Equity-settled share-based
FIBRR payments expenses - - - - - - 101 1,057 - - - 1158
HEEARS Transactions with owners 185 18,633 - - - - (195) 1,057 - - (8800) 10,880
REERR Profit for the year - - - - - - - - - 1292% - 1292%
2 AN Other comprehensive income
REBN R Exchange loss on translation of
E4ZERER financial statements of
foreign operations - - - - - - - - (539) - - (539)
AEEHM2ANRAE Total comprehensive income
for the year - - - - - - - - (539) 129,226 - 128687
B Transfer - - - 11,337 - - - - - (11,337) - -
—T-TEEERE 2010 proposed dividends
(FrsE12()) (note 12(a)) - - - - - - - - - (32012) 32012 -
R=B-Z%+-A=+—F Balance at 31 December 2010
o373 4216 108,177 31,182 30,144 1,359 633 530 4162 (4,278) 316,378 32,012 527,515
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Brf& 7 M5F Notes to the Financial Statements

HE2—ZZF+—-A=+—HILFE For the year ended 31 December 2010
1. —KER General information
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RECTERERDE

Tiande Chemical Holdings Limited (the “Company”) was
incorporated in the Cayman Islands as an exempted company
with limited liability under the Companies Law of the Cayman
Islands. The address of its registered office is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-1111,
Cayman Islands. The Company’s shares are listed on The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The principal activity of the Company is investment holding. The
principal activities of the Company’s subsidiaries (together with
the Company referred to as the “Group”) are set out in note 27
to the financial statements.

The ultimate holding company of the Group is Cheerhill Group
Limited, a company incorporated in the British Virgin Islands.

The financial statements are presented in Renminbi (“RMB”)
which is the Company’s presentation currency and functional
currency of the principal operating subsidiaries of the Group and
all values are rounded to the nearest thousand except when
otherwise stated.

The financial statements on pages 41 to 112 have been
prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) which collective term includes all
applicable individual Hong Kong Financial Reporting Standards
(“HKFRS”), Hong Kong Accounting Standards (“HKAS”) and
Interpretations (“Int”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) and the disclosure
requirements of the Hong Kong Companies Ordinance. The
financial statements also include the applicable disclosure
requirements of the Rules Governing the Listing of Securities on
the Stock Exchange.

The financial statements for the year ended 31 December
2010 were approved for issue by board of the directors of the
Company on 21 March 2011.

TIANDE CHEMICAL HOLDINGS LIMITED
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HE2—ZT—ZF+—- A=+—HILFJZ For the year ended 31 December 2010

Adoption of new or amended HKFRSs

In the current year, the Group has applied for the first time
the following new standards, amendments and interpretations
issued by the HKICPA, which are relevant to and effective for the
Group’s financial statements for the annual period beginning on
1 January 2010:
HKAS 27 (Revised) Consolidated and Separate
Financial Statements
Share-based Payments
— Group Cash-settled
Share-based Payment
Transactions
Business Combinations

Amendments to HKFRS 2

HKFRS 3 (Revised)
HK-Int 5 Presentation of Financial
Statements — Classification
by the Borrower of a Term Loan
that Contains a Repayment
on Demand Clause
Amendments to a number of
HKFRSs issued in May 2009

Improvements to
HKFRSs 2009

Other than as noted below, the adoption of the new HKFRSs
had no material impact on how the results and financial
position for the current and prior periods have been prepared
and presented.

HKAS 17 (Amendments) - Leases

As part of Improvements to HKFRSs issued in 2009, HKAS 17
has been amended in relation to the classification of leasehold
land. Before the amendment to HKAS 17, the Group was
required to classify leasehold land as operating leases and
to present leasehold land as prepaid land lease payments
in the statement of financial position. The amendment to
HKAS 17 has removed such a requirement and requires that
the classification of leasehold land should be based on the
general principles set out in HKAS 17, that is, whether or not
substantially all the risks and rewards incidental to ownership
of a leased asset have been transferred to the lessee. The
Group concluded that the classification of the land use rights
in the People’s Republic China (the “PRC”) as operating leases
continues to be appropriate (see note 4(vii)). The adoption
of HKAS 17 has had no impact during the year and the new
accounting policy has been applied retrospectively.
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T —ZFE+— A=+—H1-4Z For the year ended 31 December 2010
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Adoption of new or amended HKFRSs
(Continued)

HK-Int 5 - Presentation of financial statements -
Classification by the borrower of a term loan that contains
a repayment on demand clause

The Interpretation is a clarification of an existing standard,
HKAS 1 Presentation of Financial Statements. It sets out the
conclusion reached by the HKICPA that a term loan which
contains a clause which gives the lender the unconditional
right to demand repayment at any time shall be classified as
a current liability in accordance with paragraph 69(d) of HKAS
1 irrespective of the probability that the lender will invoke the
clause without cause.

The issuance of HK-Int 5 has had no material impact on the
consolidated financial statements as the Interpretation’s
conclusion was consistent with policies already adopted by the
Group.

At the date of authorisation of these financial statements,
certain new and amended HKFRSs have been published but are
not effective, and have not been adopted by the Group.

The directors of the Company (the “Directors”) anticipate
that all of the pronouncements will be adopted in the Group’s
accounting policy for the first period beginning after the effective
date of the pronouncement. Information on new and amended
HKFRSs that are expected to have impact on the Group’s
accounting policies is provided below. Certain other new and
amended HKFRSs have been issued but are not expected to
have a material impact of the Group’s financial statements.

HKFRS 9 Financial instruments

The standard is effective for accounting periods beginning on
or after 1 January 2013 and addresses the classification and
measurement of financial assets. The new standard reduces
the number of measurement categories of financial assets
and all financial assets will be measured at either amortised
cost or fair value based on the entity’s business model for
managing the financial assets and the contractual cash flow
characteristics of the financial asset. Fair value gains and
losses will be recognised in profit or loss except for those on
certain equity investments which will be presented in other
comprehensive income. The Directors are currently assessing
the possible impact of the new standard on the Group’s results
and financial position in the first year of application.

TIANDE CHEMICAL HOLDINGS LIMITED
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Adoption of new or amended HKFRSs
(Continued)

HKFRS 9 Financial instruments (Continued)

In November 2010, the HKICPA issued additions to HKFRS
9 to address financial liabilities. The changes resulting from
the amendments only affect the measurement of financial
liabilities designated at fair value through profit or loss
using the fair value option (“FVO”). For these FVO liabilities,
the amount of change in the fair value of a liability that is
attributable to changes in credit risk must be presented in other
comprehensive income. The remainder of the change in fair
value is presented in profit or loss, unless presentation of the
fair value change in respect of the liability’s credit risk in other
comprehensive income would create or enlarge an accounting
mismatch in profit or loss. All other requirements in HKAS 39 in
respect of liabilities are carried forward into HKFRS 9. However,
the loan commitments and financial guarantee contracts which
have been designated under the FVO are scoped out of these
additions.

HKAS 12 (Amendments) - Deferred tax: Recovery of
underlying assets

The amendment is effective for accounting periods beginning
on or after 1 January 2012. The amendments to HKAS 12
introduce a rebuttable presumption that an investment property
is recovered entirely through sale. This presumption is rebutted
if the investment property is depreciable and is held within a
business model whose objective is to consume substantially all
of the economic benefits embodied in the investment property
over time, rather than through sale. The amendment will be
applied retrospectively. The Directors are currently assessing
the possible impact of the amendment on the Group’s results
and financial position in the first year of application.

HKAS 24 (Revised) Related party transactions

The standard is effective for accounting periods beginning on
or after 1 January 2011. The standard clarifies and simplifies
the definition of related parties. It also provides for a partial
exemption of related party disclosure to government-related
entities for transactions with the same government or entities
that are controlled, jointly or significantly influenced by the same
government. The adoption of the revised standard will result
in changes in the accounting policy. The revised standard is
unlikely to have any impact on the related party disclosures as
the Group currently does not have any significant transactions
with government-related entities.
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3. Summary of significant accounting policies

(a)

(b)

Basis of preparation

The significant accounting policies that have been used
in the preparation of these financial statements are
summarised below. These policies have been consistently
applied to all the years presented unless otherwise
stated. The adoption of new or amended HKFRSs and the
impacts on the Group’s financial statements, if any, are
disclosed in note 2.

The financial statements have been prepared on the
historical cost basis except for the revaluation of
investment properties which are stated at fair values. The
measurement bases are fully described in the accounting
policies below.

It should be noted that accounting estimates and
assumptions are used in preparation of the financial
statements. Although these estimates are based on
management’s best knowledge and judgement of current
events and actions, actual results may ultimately differ
from those estimates. The areas involving a higher degree
of judgement or complexity, or areas where assumptions
and estimates are significant to the financial statements,
are disclosed in note 4.

Basis of consolidation and business combination

The consolidated financial statements incorporate the
financial statements of the Company and its subsidiaries
made up to 31 December each year.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are excluded
from consolidation from the date that control ceases.

Intra-group transactions, balances and unrealised gains
and losses on transactions between group companies
are eliminated in preparing the consolidated financial
statements. Where unrealised losses on intra-group
asset sales are reversed on consolidation, the underlying
asset is also tested for impairment from the Group’s
perspective. Amounts reported in the financial statements
of subsidiaries have been adjusted where necessary to
ensure consistency with the accounting policies adopted
by the Group.

TIANDE CHEMICAL HOLDINGS LIMITED
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3. Summary of significant accounting policies
(Continued)

(b)

Basis of consolidation and business combination
(Continued)

(M)

Business combination from 1 January 2010

Acquisition of subsidiaries or businesses is
accounted for using the acquisition method.
The cost of an acquisition is measured at the
aggregate of the acquisition-date fair value of
assets transferred, liabilities incurred and equity
interests issued by the Group, as the acquirer. The
identifiable assets acquired and liabilities assumed
are principally measured at acquisition-date fair
value. The Group’s previously held equity interest
in the acquiree is re-measured at acquisition-date
fair value and the resulting gains or losses are
recognised in profit or loss. The Group may elect, on
a transaction-by-transaction basis, to measure the
non-controlling interests either at fair value or at the
proportionate share of the acquiree’s identifiable
net assets. Acquisition-related costs incurred are
expensed.

Any contingent consideration to be transferred by
the acquirer is recognised at acquisition-date fair
value. Subsequent adjustments to consideration
are recognised against goodwill only to the extent
that they arise from new information obtained within
the measurement period (a maximum of 12 months
from the acquisition date) about the fair value at the
acquisition date. All other subsequent adjustments
to contingent consideration classified as an asset
or a liability are recognised in profit or loss.

Changes in the Group’s interests in subsidiaries
that do not result in a loss of control are accounted
for as equity transactions. The carrying amounts
of the Group’s interest and the non-controlling
interests are adjusted to reflect the changes in their
relative interests in the subsidiaries. Any difference
between the amount by which the non-controlling
interests is adjusted and the fair value of the
consideration paid or received is recognised directly
in equity and attributed to owners of the Company.
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TIANDE CHEMICAL HOLDINGS LIMITED

(Continued)

When the Group loses control of a subsidiary,
the profit or loss on disposal is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of
any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and
liabilities of the subsidiary and any non-controlling
interests. Amounts previously recognised in other
comprehensive income in relation to the subsidiary
are accounted for in the same manner as would
be required if the relevant assets or liabilities were
disposed of.

Subsequent to acquisition, the carrying amount
of non-controlling interests is the amount of
those interests at initial recognition plus the non-
controlling interests’ share of subsequent changes
in equity. Total comprehensive income is attributed
to non-controlling interests even if this results in the
non-controlling interests having a deficit balance.

Business combination prior to 1 January 2010

In consolidated financial statements, acquisition
of subsidiaries (other than those under common
control) is accounted for by applying the purchase
method. This involves the estimation of fair value
of all identifiable assets and liabilities, including
contingent liabilities of the subsidiary, at the
acquisition date, regardless of whether or not they
were recorded in the financial statements of the
subsidiary prior to acquisition. On initial recognition,
the assets and liabilities of the subsidiary are
included in the consolidated statement of financial
position at their fair values, which are also used
as the bases for subsequent measurement in
accordance with the Group’s accounting policies.

Non-controlling interests represent the portion of
the profit or loss and net assets of a subsidiary
attributable to equity interests that are not owned
by the Group and are not the Group’s financial
liabilities.
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3. Summary of significant accounting policies

(Continued)
(b) Basis of consolidation and business combination
(Continued)
(ii)  Business combination prior to 1 January 2010
(Continued)

(©

Non-controlling interests are presented in the
consolidated statement of financial position within
equity, separately from the equity attributable to the
owners of the Company. Profit or loss attributable to
the non-controlling interests is presented separately
in the consolidated statement of comprehensive
income as an allocation of the Group’s results.

Where losses applicable to the non-controlling
exceed the non-controlling interests in the
subsidiary’s equity, the excess and further losses
applicable to the non-controlling are allocated
against the non-controlling interests to the extent
that the non-controlling has a binding obligation
and is able to make an additional investment to
cover the losses. Otherwise, the losses are charged
against the Group’s interests. If the subsidiary
subsequently reports profits, such profits are
allocated to the non-controlling interests only after
the non-controlling’s share of losses previously
absorbed by the Group has been recovered.

Subsidiaries

Subsidiaries are entities (including special purpose
entities) over which the Group has the power to control
the financial and operating policies so as to obtain
benefits from their activities. The existence and effect
of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the
Group controls another entity.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment loss
unless the subsidiary is held for sale or included in a
disposal group. The results of subsidiaries are accounted
for by the Company on the basis of dividends received
and receivable at the reporting date. All dividends whether
received out of the investee’s pre or post-acquisition
profits are recognised in the Company’s profit or loss.
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3. Summary of significant accounting policies
(Continued)

(d)

Foreign currency translation

In the individual financial statements of the consolidated
entities, foreign currency transactions are translated
into the functional currency of the individual entity
using the exchange rates prevailing at the dates of the
transactions. At the reporting date, monetary assets and
liabilities denominated in foreign currencies are translated
at the foreign exchange rates ruling at that date.
Foreign exchange gains and losses resulting from the
settlement of such transactions and from the reporting
date retranslation of monetary assets and liabilities are
recognised in profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined and are reported as part of the fair value
gain or loss. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.

In the consolidated financial statements, all individual
financial statements of foreign operations, originally
presented in a currency different from the Group’s
presentation currency, have been converted into RMB.
Assets and liabilities have been translated into RMB
at the closing rates at the reporting date. Income and
expenses have been converted into RMB at the exchange
rates ruling at the transaction dates, or at the average
rates over the reporting period provided that the exchange
rates do not fluctuate significantly. Any differences
arising from this procedure have been recognised in other
comprehensive income and accumulated separately in the
foreign exchange translation reserve in equity.

When a foreign operation is sold, such exchange
differences are reclassified from equity to profit or loss as
part of the gain or loss on sale.

TIANDE CHEMICAL HOLDINGS LIMITED
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3. Summary of significant accounting policies
(Continued)

(e)

Property, plant and equipment

Property, plant and equipment (other than construction
in progress) are stated at cost less accumulated
depreciation and any accumulated impairment losses.
The cost of an asset comprises its purchase price and
any directly attributable cost of bringing the asset to the
working condition and location for its intended use.

Depreciation on property, plant and equipment is provided
to write off the cost less their residual values, if any,
over their estimated useful lives, using the straight-line
method, at the following rates per annum:

4.5%-5% or the lease
term, whichever is
shorter

20% or the lease term,
whichever is shorter

6%—10%

18%—20%

18%—20%

Buildings

Leasehold improvements

Plant and machinery

Motor vehicles

Furniture, fixtures and
office equipment

The assets’ residual values, depreciation methods and
useful lives are reviewed, and adjusted if appropriate, at
each reporting date.

The gain or loss arising on retirement or disposal is
determined as the difference between the sales proceeds
and the carrying amount of the asset and is recognised in
profit or loss.

Construction in progress represents leasehold buildings
and plant and machinery under construction, which is
stated at cost less any accumulated impairment losses.
Depreciation begins when the relevant assets are
available for use.

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future economic
benefits associated with the item will flow to the Group
and the cost of the item can be measured reliably.
All other costs, such as repairs and maintenance are
charged to profit or loss during the financial period in
which they are incurred.
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3. Summary of significant accounting policies
(Continued)

®)

(8

Prepaid land lease payments

Upfront payments made to acquire land held under an
operating lease are stated at cost less accumulated
amortisation and any accumulated impairment losses.
The determination if an arrangement is or contains a
lease and the lease is an operating lease is detailed in
note 3(m). Amortisation is calculated on a straight-line
method over the term of the lease/right of use except
where an alternative basis is more representative of the
time pattern of benefits to be derived by the Group from
use of the land.

Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest to earn rental
income and/or for capital appreciation. These include
land held for a currently undetermined future use and
property that is being constructed or developed for future
use as investment property.

When the Group holds a property interest under an
operating lease to earn rental income and/or for capital
appreciation, the interest is classified and accounted for
as an investment property on a property-by-property basis.
Any such property interest which has been classified as
an investment property is accounted for as if it were held
under a finance lease.

On initial recognition, investment property is measured
at cost, including any directly attributable expenditure.
Subsequent to initial recognition, investment property
is stated at fair value, unless it is still in the course of
construction or development at the reporting date and its
fair value cannot be reliably determined at that time. Fair
value is determined by external professional valuers, with
sufficient experience with respect to both the location
and the nature of the investment property. The carrying
amounts recognised at the reporting date reflect the
prevailing market conditions at the reporting date.

Gains or losses arising from either changes in the fair
value or the sale of an investment property are included
in profit or loss in the period in which they arise.

TIANDE CHEMICAL HOLDINGS LIMITED
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3. Summary of significant accounting policies
(Continued)

(h)

Research and development activities

Cost associated with research activities are expensed
in profit or loss as they occur. Costs that are directly
attributable to development activities are recognised
as intangible assets provided they meet the following
recognition requirement:

(i) demonstration of technical feasibility of the
prospective product for internal use or sale;

(i)  there is intention to complete the intangible asset
and use or sell it;

(iif)  the Group’s ability to use or sell the intangible asset
is demonstrated;

(iv) the intangible asset will generate probable
economic benefits through internal use or sale;

(v)  sufficient technical, financial and other resources
are available for completion; and

(vi) the expenditure attributable to the intangible asset
can be reliably measured.

Direct costs include employee costs incurred on
development activities along with an appropriate portion
of relevant overheads. The costs of development of
internally generated software, products or knowhow
that meet the above recognition criteria are recognised
as intangible assets. They are subject to the same
subsequent measurement method as acquired intangible
assets.

All other development costs are expensed as incurred.
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3. Summary of significant accounting policies
(Continued)

(M)

Financial assets

Financial assets of the Group are classified into loans and
receivables. Management determines the classification
of its financial assets at initial recognition depending on
the purpose for which the financial assets were acquired
and where allowed and appropriate, re-evaluates this
designation at every reporting date.

All financial assets are recognised when, and only when,
the Group becomes a party to the contractual provisions
of the instrument. When financial assets are recognised
initially, they are measured at fair value, plus directly
attributable transaction costs.

Derecognition of financial assets occurs when the rights
to receive cash flows from the investments expire or are
transferred and substantially all of the risks and rewards
of ownership have been transferred.

At each reporting date, financial assets are reviewed
to assess whether there is objective evidence of
impairment. If any such evidence exists, impairment loss
is determined and recognised based on the classification
of the financial asset.

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market. Loans and receivables are subsequently
measured at amortised cost using the effective interest
method, less any impairment losses. Amortised cost is
calculated taking into account any discount or premium
on acquisition and includes fees that are an integral part
of the effective interest rate and transaction cost.
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3. Summary of significant accounting policies
(Continued)

(M

Financial assets (Continued)

Impairment of financial assets

At each reporting date, financial assets are reviewed to
determine whether there is any objective evidence of
impairment.

Objective evidence of impairment of individual financial
assets includes observable data that comes to the
attention of the Group about one or more of the following
loss events:

- Significant financial difficulty of the debtor;

- A breach of contract, such as a default or
delinquency in interest or principal payments;

- It becoming probable that the debtor will enter
bankruptcy or other financial reorganisation; and

- Significant changes in the technological, market,
economic or legal environment that have an adverse
effect on the debtor.

Loss events in respect of a group of financial assets
include observable data indicating that there is a
measurable decrease in the estimated future cash flows
from the group of financial assets. Such observable
data includes but not limited to adverse changes in the
payment status of debtors in the group and, national or
local economic conditions that correlate with defaults on
the assets in the group.

If there is objective evidence that an impairment loss
on loans and receivables carried at amortised cost has
been incurred, the amount of the loss is measured as the
difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original effective
interest rate (i.e. the effective interest rate computed at
initial recognition). The amount of the loss is recognised
in profit or loss of the period in which the impairment
occurs.
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FESTEREMEE) 3. Summary of significant accounting policies
(Continued)
iy HBEEGE) (i) Financial assets (Continued)
B EEZRE(Z) Impairment of financial assets (Continued)
WA EE - REBESERD M If, in subsequent period, the amount of the impairment
FEARLREMBETRERREREEZ loss decreases and the decrease can be related
=4 RIR TR 2R EEEG TRE - objectively to an event occurring after the impairment
HREEREE BV BEEZREET was recognised, the previously recognised impairment
FEMmMBESEEEDRENERL MR loss is reversed to the extent that it does not result in a
JEEETE 2 BESHAK AN - B[O £ ZE R B [ B2 carrying amount of the financial asset exceeding what the
47 SR IR R IR IERR o amortised cost would have been had the impairment not
been recognised at the date the impairment is reversed.
The amount of the reversal is recognised in profit or loss
of the period in which the reversal occurs.
0 =& () Inventories
FEEKAEE S FEMET Z Inventories are carried at the lower of cost and net
RIEESER - ISR FEKXAEERF realisable value. Net realisable value is the estimated
ZIEET S B HMRTEET TR A K T AT 85 selling price in the ordinary course of business less the
BB AT E o B AL e 39755t estimated cost of completion and applicable selling
g mE¥RmMKSs AeEEEM expenses. Cost is determined using the weighted
B BEBEITEREZELFNER UK average basis, and in the case of work in progress and
BENDBER - finished goods, comprise direct materials, direct labour
and an appropriate proportion of overheads, and where
appropriate, subcontracting charges.
k) HERESZEEAB (k) Cash and cash equivalents

RECTERERDE

RekReSERERRRITRTFER
- RITERFRARATEER LG E
MeBR(RIMER=EALAR) -

BERE -

Cash and cash equivalents include cash at bank and in
hand, demand deposits with banks and short term highly
liquid investments with original maturities of three months
or less that are readily convertible into known amounts
of cash and which are subject to an insignificant risk of
changes in value.
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3. Summary of significant accounting policies
(Continued)

M

Financial liabilities

The Group’s financial liabilities include bank borrowings
and trade, bills and other payables. They are included in
line items in the statement of financial position as bank
borrowings under current and non-current liabilities, trade
and bills payable and accruals and other payables.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of the
instrument. All interest related charges are recognised
in accordance with the Group’s accounting policy for
borrowing costs (see note 3(t)).

A financial liability is derecognised when the obligations
under the liability is discharged or cancelled or expires.

Where an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated as
a derecognition of the original liability and the recognition
of a new liability, and the difference in the respective
carrying amount is recognised in profit or loss.

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred. Borrowings are subsequently
stated at amortised cost; any difference between the
proceeds (net of transaction costs) and the redemption
value is recognised in profit or loss over the period of the
borrowings using the effective interest method.

Borrowings are classified as current liabilities unless the
Group has an unconditional right to defer settlement of
the liability for at least twelve months after the reporting
date.

Trade, bills and other payables

Trade, bills and other payables are recognised initially at
their fair value and subsequently measured at amortised
cost, using the effective interest method.
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3. Summary of significant accounting policies
(Continued)

(m) Leases

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to use
a specific asset or assets for an agreed period of time
in return for a payment or a series of payments. Such
a determination is made based on an evaluation of
the substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a lease.

(i) Classification of assets leased to the Group

Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which
do not transfer substantially all the risks and
rewards of ownership to the Group are classified as
operating leases, with the following exceptions:

Property held under operating leases that would
otherwise meet the definition of an investment
property is classified as an investment property
on a property-by-property basis and, if classified
as investment property, is accounted for as if held
under a finance lease (see note 3(g)).

(ii) Operating lease charges as the lessee

Where the Group has the right to use the assets
held under operating leases, payments made
under the leases are charged to profit or loss on
a straight-line method over the lease terms except
where an alternative basis is more representative
of the time pattern of benefits to be derived from
the leased assets. Lease incentives received are
recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent
rental are charged to profit or loss in the accounting
period in which they are incurred.
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3. Summary of significant accounting policies
(Continued)

(m)

(n)

Leases (Continued)

(iii) Assets leased out under operating leases as the
lessor
Assets leased out under operating leases are
measured and presented according to the nature of
the assets. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the
carrying amount of the leased asset and recognised
as an expense over the lease term on the same
basis as the rental income.

Rental income receivable from operating leases is
recognised in profit or loss on a straight-line method
over the periods covered by the lease term, except
where an alternative basis is more representative of
the time pattern of benefits to be derived from the
use of the leased asset. Lease incentives granted
are recognised in profit or loss as an integral part
of the aggregate net lease payments receivable.
Contingent rentals are recognised as income in the
accounting period in which they are earned.

Provisions and contingent liabilities

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, and it is probable that an outflow of economic
benefits will be required to settle the obligation and a
reliable estimate of the amount of the obligation can
be made. Where the time value of money is material,
provisions are stated at the present value of the
expenditure expected to settle the obligation.

All provisions are reviewed at each reporting date and
adjusted to reflect the current best estimate.

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow of
economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more uncertain future events not
wholly within the control of the Group are also disclosed
as contingent liabilities unless the probability of outflow of
economic benefits is remote.
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3. Summary of significant accounting policies
(Continued)

(n)

(0)

(p)

Provisions and contingent liabilities (Continued)
Contingent liabilities are recognised in the course of the
allocation of purchase price to the assets and liabilities
acquired in a business combination. They are initially
measured at fair value at the date of acquisition and
subsequently measured at the higher of the amount
that would be recognised in a comparable provision as
described above and the amount initially recognised less
any accumulated amortisation, if appropriate.

Share capital

Ordinary shares are classified as equity. Share capital is
determined using the nominal value of shares that have
been issued.

Any transaction costs associated with the issuing of
shares are deducted from share premium (net of any
related income tax benefits) to the extent that they
are incremental cost directly attributable to the equity
transaction.

Revenue recognition

Revenue comprises the fair value of the consideration
received or receivable for the sale of goods and the use
by others of the Group’s assets yielding interest. Provided
it is probable that the economic benefits will flow to the
Group and the revenue and costs, if applicable, can be
measured reliably, revenue is recognised as follows:

Sales of goods are recognised upon transfer of the
significant risks and rewards of ownership to the
customer. This is usually taken as the time when the
goods are delivered and the customer has accepted the
goods.

Rental income receivable under operating leases is
recognised in profit or loss in equal installments over the
accounting periods covered by the lease terms. Lease
incentives granted are recognised in profit or loss as
an integral part of the aggregate net lease payments
receivable. Contingent rentals are recognised as income
in the accounting period in which they are earned.

Interest income is recognised on a time-proportion basis
using the effective interest method.
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3. Summary of significant accounting policies
(Continued)

(a)

(n

Government grants

Grants from the government are recognised at their fair
value where there is a reasonable assurance that the
grant will be received and the Group will comply with all
attached conditions. Government grants are deferred and
recognised in profit or loss over the period necessary to
match them with the costs that the grants are intended to
compensate. Government grants relating to the purchase
of property, plant and equipment are included in liabilities
as deferred income in the statement of financial position
and are recognised in profit or loss on a straight-line
method over the expected lives of the related assets.

Government grants relating to income is presented in
gross under “Other income” in the consolidated income
statement.

Impairment of non-financial assets

Property, plant and equipment, prepaid land lease
payments and investments in subsidiaries are subject to
impairment testing.

All these assets are tested for impairment whenever there
are indications that the asset’s carrying amount may not
be recoverable.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s carrying
amount exceeds its recoverable amount. Recoverable
amount is the higher of fair value, reflecting market
conditions less costs to sell, and value in use. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessment of
time value of money and the risk specific to the asset.

For the purposes of assessing impairment, where an
asset does not generate cash inflows largely independent
from those from other assets, the recoverable amount
is determined for the smallest group of assets that
generate cash inflow independently (i.e. a cash-generating
unit). As a result, some assets are tested individually for
impairment and some are tested at cash-generating unit
level.
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3. Summary of significant accounting policies
(Continued)

(n

(s)

Impairment of non-financial assets (Continued)

An impairment loss is reversed if there has been a
favourable change in the estimates used to determine
the asset’s recoverable amount and only to the extent
that the asset’s carrying amount does not exceed the
carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had
been recognised.

Employee benefits

Retirement benefits

Retirement benefits to employees are provided through
defined contribution plans.

The Group operates a defined contribution retirement
benefit plan under the Mandatory Provident Fund
Schemes Ordinance, for all of its employees who are
eligible to participate in the Mandatory Provident Fund
Scheme. Contributions are made based on a percentage
of the employees’ basic salaries.

The employees of the Group’s subsidiaries which operate
in the PRC are required to participate in a central pension
scheme operated by the local municipal government.

Contributions are recognised as an expense in profit or
loss as employees render services during the year. The
Group’s obligations under these plans are limited to the
fixed percentage contributions payable.

Short-term employee benefits

Employee entitlements to annual leave are recognised
when they accrue to employees. A provision is made
for the estimated liability for annual leave as a result of
services rendered by employees up to the reporting date.

Non-accumulating compensated absences such as sick
leave and maternity leave are not recognised until the
time of leave.
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3. Summary of significant accounting policies
(Continued)

(s)

Employee benefits (Continued)

Share-based compensation

The Group operates equity-settled share-based
compensation plans to certain employees and a supplier.
All employee services received in exchange for the grant of
any share-based compensation are measured at their fair
values. These are indirectly determined by reference to
the equity instruments awarded. Their value is appraised
at the grant date and excludes the impact of any non-
market vesting conditions (for example, profitability and
sales growth targets).

All share-based compensation is recognised as an
expense in profit or loss over the vesting period if vesting
conditions apply, or recognised as an expense in full
at the grant date when the equity instruments granted
vest immediately unless the compensation qualifies for
recognition as asset, with a corresponding increase in
the share-based payment reserve in equity. If vesting
conditions apply, the expense is recognised over the
vesting period, based on the best available estimate of
the number of equity instruments expected to vest. Non-
market vesting conditions are included in assumptions
about the number of equity instruments that are expected
to vest. Estimates are subsequently revised, if there is
any indication that the number of equity instruments
expected to vest differs from previous estimates.

At the time when the share options are exercised, the
amount previously recognised in share-based payment
reserve will be transferred to share premium. After vesting
date, when the vested share options are later forfeited
or are still not exercised at the expiry date, the amount
previously recognised in share-based payment reserve will
be transferred to retained profits.

For shares transferred to an employee of the Company
by the Company’s ultimate holding company, the fair
value of services received is determined by reference to
the fair value of shares granted at the grant date, and
is expensed on a straight-line method over the vesting
period with a corresponding increase in equity. At each
reporting date, for shares granted to an employee
with non-market performance vesting conditions, the
Group revises its estimates of the number of shares
that are expected to ultimately vest. The impact of the
revision of the estimates during the vesting period, if
any, is recognised in profit or loss, with a corresponding
adjustment to reserve.
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3. Summary of significant accounting policies
(Continued)

®

(u)

Borrowing costs

Borrowing costs incurred for the acquisition, construction
or production of any qualifying asset are capitalised
during the period of time that is required to complete and
prepare the asset for its intended use. A qualifying asset
is an asset which necessarily takes a substantial period
of time to get ready for its intended use or sale. Other
borrowing costs are expensed when incurred.

Borrowing costs are capitalised as part of the cost of
a qualifying asset when expenditure for the asset is
being incurred, borrowing costs are being incurred and
activities that are necessary to prepare the asset for its
intended use or sale are being undertaken. Capitalisation
of borrowing costs ceases when substantially all the
activities necessary to prepare the qualifying asset for its
intended use or sale are complete.

Accounting for income tax
Income tax comprises current tax and deferred tax.

Current income tax assets and/or liabilities comprise
those obligations to, or claims from, fiscal authorities
relating to the current or prior reporting period, that
are unpaid at the reporting date. They are calculated
according to the tax rates and tax laws applicable to the
fiscal periods to which they relate, based on the taxable
profit for the year. All changes to current tax assets or
liabilities are recognised as a component of tax expense
in profit or loss.

Deferred tax is calculated using the liability method on
temporary differences at the reporting date between the
carrying amounts of assets and liabilities in the financial
statements and their respective tax bases. Deferred
tax liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are recognised
for all deductible temporary differences, tax losses
available to be carried forward as well as other unused
tax credits, to the extent that it is probable that taxable
profit, including existing taxable temporary differences,
will be available against which the deductible temporary
differences, unused tax losses and unused tax credits
can be utilised.

TIANDE CHEMICAL HOLDINGS LIMITED



B &5 7%=k Notes to the Financial Statements

HE-ZT—ZTF+—-A=1+—HIL5E For the year ended 31 December 2010

3. FESHHEMEE)

(u)

R zastBE(E)
WERZENIE RS ERT A& E
NREEHEZENRXHNEERNL
R (EBE G MEL - BIREN
REENRBBETTHER -

BEERABBENRR B AR ZREE
EZRERRE R ZRER  ERAEE
MGG ERBE TR EEA
PR R A REEE AIRR SN -

BEXERBAFIE  ZRAMNEAESK
BREEHRNERMN RS ACEE
FARBEEZHERGH -

BEERAEEXBBEZEHINERER
MR MER A2 mKRANEREE
HBHFAZREER  AREMBEE
W sk B N TR

BV IRE E AV R A B R @R IA
TMERAFEERZS

(@) ARBRERBRBIAITERN S HE
RE R R

() FHENFREELEXRARRRE
ERERAE -

=

3. Summary of significant accounting policies
(Continued)

(u)

Accounting for income tax (Continued)

Deferred tax assets and liabilities are not recognised if
the temporary difference arises from goodwill or from
initial recognition (other than in a business combination)
of assets and liabilities in a transaction that affects
neither taxable nor accounting profit or loss.

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary differences and it is
probable that the temporary differences will not reverse in
the foreseeable future.

Deferred tax is calculated, without discounting, at tax
rates that are expected to apply in the period the liability
is settled or the asset realised, provided they are enacted
or substantively enacted at the reporting date.

Changes in deferred tax assets or liabilities are
recognised in profit or loss, or in other comprehensive
income or directly in equity if they relate to items that are
charged or credited to other comprehensive income or
directly in equity.

Current tax assets and current tax liabilities are presented
in net if, and only if,

(@) the Group has the legally enforceable right to set off
the recognised amounts; and

(b) itintends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.
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FESTEREMEE) 3. Summary of significant accounting policies
(Continued)

(uy FIEBizEsTHEE) (u) Accounting for income tax (Continued)
AEEBRSRUATERFREEZIIEL The Group presents deferred tax assets and deferred tax
HEEERREHREBEAE liabilities in net if, and only if,

(@) ZERKEREHIEATITER §ENE (@) the entity has a legally enforceable right to set off
HIBEEHINHIBE ELHHE 0 & current tax assets against current tax liabilities; and
(b) EEFIEEEMELEFIBEELSHE (b) the deferred tax assets and the deferred tax
A — R RE LA ™/ — B FT liabilities relate to income taxes levied by the same
VGO TIEE ST taxation authority on either:

(i) F—ERREERE: K (i)  the same taxable entity; or
(i) FrEIASEARREAM (i faEs (i) different taxable entities which intend either
EEBEBEREE G E to settle current tax liabilities and assets
ABEHEEHERENREE) on a net basis, or to realise the assets and
PURREEELEANERTEES settle the liabilities simultaneously, in each
BEEEENRBEREE R future period in which significant amounts of
HEERENTRERTEE - deferred tax liabilities or assets are expected

to be settled or recovered.

(v) DHRE (v) Segment reporting

RECTERERDE

HITEFTRTHMERANHBEER - U
HEERAEEXBERTONERD
FLAERTE - AR MR E A % AR
DERE  MAREAREZZERS
DREDHMERHED T EFR - AMITE
ERE ZNIFEEMNEFEKER S -
TR AR E 2 X BE M KRR M

The Group identifies operating segments and prepares
segment information based on the regular internal
financial information reported to the executive Directors
for their decisions about resources allocation to the
Group’s business components and for their review of
the performance of those components. The business
components in the internal financial information reported
to the executive Directors are determined following the
Group’s major product and service lines.
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Segment reporting (Continued)
The Group has identified the following reportable
segments:

(i)  Cyanoacetic acid and its ester products: Research
and development, manufacture and sale of
cyanoacetic acid and its ester products;

(i) Alcohol products: Research and development,
manufacture and sale of alcohol products;

(iif) Chloroacetic acid and its derivative products:
Research and development, manufacture and sale
of chloroacetic acid and its derivative products;

(iv) Fine petrochemical products: Research and
development, manufacture and sale of fine
petrochemical products; and

(v)  Other by-products: Sale of other by-products, e.g.
steam.

Each of these operating segments is managed separately
as each of the product and service lines requires different
resources as well as marketing approaches. Inter-
segment sales are priced with reference to prices charged
to external parties for similar orders.

The measurement policies the Group used for reporting
segment results under HKFRS 8 are the same as those
used in its financial statements prepared under HKFRSs,
except that:

expenses related to share-based payments

- rental income, rental costs and revaluation gain on
investment properties

- finance costs

- income tax

- corporate income and expenses which are not
directly attributable to the business activities of any

operating segment

are not included in arriving at the operating results of the
operating segment.
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3. Summary of significant accounting policies
(Continued)

v)

(w)

Segment reporting (Continued)

Segment assets include all assets except investment
properties. In addition, corporate assets which are not
directly attributable to the business activities of any
operating segment are not allocated to a segment, which
primarily applies to the Group’s headquarter.

Segment liabilities exclude corporate liabilities which are
not directly attributable to the business activities of any
operating segment and are not allocated to a segment.
These include deferred tax liabilities attributable to
investment properties and the Group’s headquarters, and
borrowings undertaken specifically to fund the acquisition
of these assets.

No asymmetrical allocations have been applied to
reportable segments.

Related parties
For the purposes of these financial statements, a party is
considered to be related to the Group if:

(i)  the party has the ability, directly or indirectly through
one or more intermediaries, to control the Group
or exercise significant influence over the Group in
making financial and operating policy decisions, or
has joint control over the Group;

(i)  the Group and the party are subject to common
control;

(iif) the party is an associate of the Group or a joint
venture in which the Group is a venturer;

(iv) the party is a member of key management
personnel of the Group or the Group’s parent, or a
close family member of such an individual, or is an
entity under the control, joint control or significant
influence of such individuals;

(v) the party is a close family member of a party
referred to in (i) or is an entity under the control,
joint control or significant influence of such
individuals; or

(vi) the party is a post-employment benefit plan which is
for the benefit of employees of the Group or of any
entity that is a related party of the Group.

TIANDE CHEMICAL HOLDINGS LIMITED
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HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010

Summary of significant accounting policies
(Continued)

(w) Related parties (Continued)
Close family members of an individual are those family
members who may be expected to influence, or be
influenced by, that individual in their dealings with the
entity.

(x) Non-current assets classified as held for sale
Non-current assets are classified as assets held for sale
and stated at the lower of carrying amount and fair value
less costs to sell if their carrying amount is recovered
principally through a sale transaction rather than through
a continuing use.

Impairment losses on non-current assets held for sale
are recognised in profit or loss. As long as a non-current
asset is classified as held for sale or is included in a
disposal group that is classified as held for sale, the non-
current asset is not depreciated or amortised.

Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be reasonable
under the circumstances.

Critical accounting estimates and assumptions

The Group makes estimates and assumptions concerning the
future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and
assumptions that have a significant risk of causing a material
adjustment to the carrying amounts of assets and liabilities
within the next financial year are discussed below:

(i) Property, plant and equipment and depreciation

The Group determines the estimated useful lives and
related depreciation charges for the Group’s property,
plant and equipment. This estimate is based on the
historical experience of the actual useful lives of property,
plant and equipment of similar nature and functions. The
Group will revise the depreciation charge where useful
lives are different to those previously estimated, or it will
write-off or write-down technically obsolete or non-strategic
assets that have been abandoned or sold.
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Critical accounting estimates and judgements
(Continued)

Critical accounting estimates and assumptions (Continued)

(if)

(iii)

(iv)

Estimated fair values of investment properties

The Group appointed a firm of independent professional
valuers to assess the fair values of the investment
properties. In determining the fair values, the valuer has
utilised a method of valuation which involves certain
estimates. The Directors have exercised their judgement
and are satisfied that the method of valuation is reflective
of the current market conditions.

Inventory valuation

Inventory is valued at the lower of cost and net realisable
value. Net realisable value of inventories is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expense. These
estimates are based on the current market condition and
the historical experience of manufacturing and selling
products of similar nature. It could change significantly
as a result of changes in customer taste and competitor
actions in response to serve industry cycles. The Group
will reassess the estimates by each reporting date.

The assessment of the estimated net realisable value
involves judgement and estimates. Where the actual
outcome in future is different from the original estimate,
such difference will impact the carrying value of
inventories and write-down/reversal of write-down in the
period in which such estimate has been changed.

Estimated impairment on property, plant and equipment
At each reporting date, management makes an
assessment on whether there is objective evidence
that the property, plant and equipment are impaired in
accordance with the accounting policy stated in note 3(r).
These calculations require the use of estimates.
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Critical accounting estimates and judgements
(Continued)

Critical accounting estimates and assumptions (Continued)

(v)

(vi)

(vii)

Taxation

The Group is subject to income taxes in numerous
jurisdictions. Significant judgement is required in
determining the provision for income taxes and the
timing of payment of the related tax. There are certain
transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of
business. The Group recognises liabilities for anticipated
tax based on estimates of whether additional taxes will
be due. When the final tax outcome of these matters is
different from the amounts that were initially recorded,
such differences will impact the income tax provision in
the period in which such determination is made.

Withholding taxes arising from the distributions of
dividends

The Group’s determination as to whether to accrue for
withholding taxes from the distribution of dividends from
the subsidiaries in the PRC according to the relevant tax
jurisdictions is subject to judgement on the timing of the
payment of the dividend, where the Group considers that
if it is probable that the profits of the subsidiaries in the
PRC earned after 1 January 2008 will not be distributed
in the foreseeable future, then no withholding taxes
are provided. Details of the unrecognised deferred tax
liabilities in this respect are set out in note 17.

Classification of prepaid land lease payments

The Group has reassessed the classification of its
unexpired land lease in the PRC upon the adoption of the
HKAS 17 (Amendments). The Group amortises its prepaid
land lease payments using the straight-line method over
the lease terms and remains to classify as operating
leases, based on the assessment that substantially all
the risks and rewards associated with the land in the PRC
have not been transferred to the Group.
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PHER 5. Segment information

HITEZEBAEE 2 ARERMRBIERTE The executive Directors have identified the Group’s five product

RIEEDE - FFIERMIEES(v) and service lines as operating segments as further described in
note 3(v).

WELED B BIREHAB S FLEERER These operating segments are monitored and strategic
MR B RTE TNt R — E (B - decisions are made on the basis of adjusted segment operating
results.

—E-BF
2010
HZER
BZBR HTBER BAA
HEEER Chloroacetic ~ {tTEER
Cyanoacetic BEEM acid and its Fine  HittEIEM
acid and its Alcohol derivative  petrochemical Other a5t
ester products products products products by-products Total
ARETRT ARBTR AR%TRT ARETR AR%TR AR%ETn
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Yz Revenue:
KEIREP From external customers 782,474 64,649 4,204 24,234 6,214 881,775
AEbEz Y Inter-segment revenue - 48,636 141,039 - 45323 234,998
DS V=l 6 Reportable segment revenue 782,474 113,285 145,243 24,234 51,5637 1,116,773
AERAHLZ Reportable segment

WL/ (B8 profit/(l0ss) 199,012 5,784 36,604 (17,141) 8,307 232,566
ME - BERRE Depreciation of property,

e plant and equipment 19,019 546 4,671 2,231 6,062 32,529
REFEEEZ Write-down of inventories to net

B FEE realisable value 117 91 1,295 148 - 1,651
LEREZFEBE  Reversal of wite-down of

ZAERFE inventories to net realisable value 21 - - 666 - 687
v ER e Impairment loss on property,

AEEE plant and equipment 1,272 - - 13,128 - 14,400
AERDPBLEE Reportable segment assets 305,653 19,640 64,228 31,260 75,564 496,345
FRBDHEEZ Additions to non-current segment

10 assets 38,458 759 28,530 671 515 68,933
AERNDZERE Reportable segment liabilities 36,122 11,209 15,057 21,474 1,495 85,357

RECTERERDE
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AEER(E) 5. Segment information (Continued)
= j—LE
FLBR e A
HESEER Chloroacetic KL THEEM
Cyanoacetic BEER  acidandits Fne  HigEM
acid and its Alcohol derivative  petrochemical Other =X
ester products products products products by-products Total
ARETT ARETT ARETT ARETE AR%Tr ARETR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Uz Revenue:
REPREF From external customers 515,512 55,423 1,159 26,119 734 598,947
2 EpfE 2 Wk Inter-segment revenue = 27,385 98,495 4 24,942 150,826
BEE P Reportable segment revenue 515,512 82,808 99,654 26,123 25,676 749,773
DS V=i Reportable segment
A/ (1) profit/(loss) 77,168 4,907 20,805 (1,962) 4,149 105,067
M  BERRETE  Depreciation of property,
plant and equipment 17,264 776 4,369 2,037 6,004 30,450
HEFEBEZRA Write-down of inventories to net
ZRFE realisable value 33 = = 233 = 266
LEREZFEBE  Reversal of wite-down of
EAEREE inventories to net realisable value 29 42 374 992 157 1,594
A2RDE 2 BE Reportable segment assets 252,210 26,897 43,938 41,167 79,989 444,201
FREDHBEEL Additions to non-current segment
) assets 38,979 224 10,664 512 1,098 51,477
AERHHzEE Reportable segment liabilities 36,975 10,568 8,334 27,922 3,778 87,577

SRR B E D BT 25 2 & TR 4 BB 15
RPEVN 2 NEBE T B EIE 2 HIRAT

The totals presented for the Group’s operating segments
reconcile to the Group’s key financial figures as presented in
the financial statements as follows:

—E-ZF —ETNF

2010 2009

ARETT ARET T

RMB’000 RMB’000

Al 25 3Bz W Reportable segment revenue 1,116,773 749,773
85 7 2B E 2 e Elimination of inter-segment revenue (234,998) (150,826)
e Group revenue 881,775 598,947

—E-BEEH
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5. DEER(E)

5. Segment information (Continued)

—E-FF —EENF

2010 2009

ARBT T AREET T

RMB’000 RMB’000

A 2375 202 % A Reportable segment profit 232,566 105,067
EMEHRS WA Rental income from investment properties 468 186
REMEE KW= Revaluation gain on investment properties 860 490
P& 45 E DARRAD 2 5 2 ZRIE R S Equity-settled share-based payment expenses (1,158) (1,371)
B TSR AR Finance costs (7,237) (10,304)
ERRED I 2 BA Corporate unallocated income 3,293 1,458
DERENEZFHX Corporate unallocated expenses (32,211) (27,041)
D BB 2 m Al Elimination of inter-segment profit (43,320) (25,630)
R FT1S 50 Bl 4 A Profit before income tax 153,261 42,855
—E-EF —ZETNEF

2010 2009

ARETT ARET T

RMB’000 RMB’000

A E2EWH L BE Reportable segment assets 496,345 444,201
FEF £ b7 & FE Prepaid land lease payments 57,880 59,173
B Investment properties 11,710 10,850
BT HE E Deferred tax assets 126 355
MENTRIEE E Current tax assets 1,029 3,708

EREAREFEEEZ Non-current assets classified as

SEMENEE held for sale - 3,647
IR ITER Pledged bank deposits 10,500 -
RITMIE & &k Bank and cash balances 42,382 16,758
VI - BB RS Property, plant and equipment 89,374 84,421
Hihb¥EEE Other corporate assets 29,941 14,969
EEEE Group assets 739,287 638,082
—F-25 —TTNF

2010 2009

ARETT AREET T

RMB’'000 RMB’000

CIE==52 0 =N - Reportable segment liabilities 85,357 87,577
RITEE Bank borrowings 89,900 149,169
ELEFRIEAE Deferred tax liabilities 2,255 1,988
MEIBEEE Current tax liabilities 8,703 451
HihEERE Other corporate liabilities 25,557 10,949
EHAaE Group liabilities 211,772 250,134
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DERRER (FF

AEBREINAEE Z WS EI D RIAT R :

HE-Z—ZF+- A=+—HIL5FZ For the year ended 31 December 2010

Segment information (Continued)

The Group’s revenue from external customers are divided into
the following geographical areas:

—E-FF —EENEF

2010 2009

AR®T ARBTTT

RMB’'000 RMB’000

A (i) PRC (domicile) 694,029 513,158
EH United States of America 35,391 7,480
& i Taiwan 32,426 9,518
Z RN Ireland 16,368 12,659
ENE India 15,121 10,543
HE United Kingdom 14,434 9,863
EAfth Others 74,006 35,726
881,775 598,947

BEREZREIDIEEMREDRAEE - BN The geographical location of customers is based on the location

TERFRDEEERMUNTE  REZ
BEDZIFRBEE

iz

ERERAEMBA

AEEY EEEHOERHREM 27 RE -
REBEELBARSEHZMA - FEEFR
ZEBEBRAREMBACRZMT -

at which the goods delivered. No geographical location of the
non-current assets is presented as the substantial non-current
assets are physically based in the PRC.

Turnover and other income

The Group’s principal activities are disclosed in note 27 to the
financial statements. Turnover of the Group is the revenue from
these activities. Revenue from the Group’s principal activities

and other income recognised during the year are as follows:

—E-ZF —ETNF
2010 2009
ARET T ARBTTT
RMB’'000 RMB’000
=4 Turnover
HES MM ERfEE M Sales of cyanoacetic acid and its ester products 782,474 515,512
SHE AR E M Sales of alcohol products 64,649 55,423
HER LB R E T Sales of chloroacetic acid and
B its derivative products 4,204 1,159
SHERBMAOR(E THEER Sales of fine petrochemical products 24,234 26,119
SHE AL Bl Em Sales of other by-products 6,214 734
881,775 598,947
Hiug A Other income
HEFEN LA EFRIE K Gain on disposals of prepaid land lease
RN payments and property, plant and
S equipment, net 2,276 494
AT #8 b Government grants 799 165
FEWA Interest income 205 289
IR AR B (Fi7E24) Release of deferred income (note 24) 2,740 2,740
WA Rental income 468 186
E bl A Sundry income 298 435
6,786 4,309

—E-SEER
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HE-ZT—ZF+—-A=+—HILFE For the year ended 31 December 2010
7. B 7. Finance costs
—E-FF —EENF
2010 2009
ARETR AREET T
RMB’000 RMB’000
UTNEHEZMERL : Interest charges on:
RAFANEFEEEZIRITEE Bank loans wholly repayable within five years 7,142 10,107
BRIR =i Discounted bills 95 197
7,237 10,304

82

SMBARBITEE(BEREFEEIERER
ZEHBER)REFBEMABEERABEZ
MR A BE-_ZT—TF+_A=1+—H8it
FE  BEEREREEGRRZEBTEEZFE
AR 164,000 (ZZZTHEF &) o

The analysis shows the finance costs of bank borrowings,
including term loans which contain a repayment on demand
clause, in accordance with the agreed scheduled repayments
dates set out in the loan agreement. For the year ended 31
December 2010, the interest on bank borrowings which contain
a repayment on demand clause amounted to RMB164,000
(2009: Nil).
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E!ﬁ%ﬁﬁi’%ﬁ?}éi Notes to the Financial Statements

BR AR 1§ 5 B A

—Z2—FTF+- A=+—HIFJE For the year ended 31 December 2010

8. Profit before income tax

—E-2F —EENF
2010 2009
AR®T AR®ET T
RMB’000 RMB’000
A EFATSEAN 2%, (5 A) © Profit before income tax is arrived at after
charging/(crediting):
EE=ME (MisE11(a)) Directors’ remuneration (note 11(a))
- — Fees 278 282
- ¥e &ER — Salaries and allowances 2,473 2,488
— RIRFEFIET B X — Retirement benefit scheme contributions 65 52
2,816 2,822
Hith 8 THA Other staff costs 33,472 25,607
RIARBRET IR Retirement benefit scheme contributions 2,112 1,691
% HE 45 & LA R (0 S2 A~ 2 BB R 52 Equity-settled share-based payments expenses 1,158 1,371
488 TR AN Total staff costs 39,558 31,491
1Z RN & Auditors’ remuneration 434 399
FEF A b A S R IE £ Amortisation of prepaid land lease payments 1,293 1,417
RABFZ 2 FEXA () - Cost of inventories recognised as an expense
BFE (note), including 643,462 495,515
- REFEEEEZEFE — Write-down of inventories to net
realisable value 1,651 266
- IERE FEEBEZAEE — Reversal of write-down of inventories to net
HE realisable value (687) (1,594)
ME - MENEHEZITE Depreciation on property, plant and equipment 37,820 35,960
FIE H IR Exchange losses, net 1,752 212
H b e W F BB B 18 Impairment loss on other receivables 581 =
[’%Hﬁlf’f%ﬂ%ﬂﬁ)&ﬁﬁ Impairment loss on trade receivables - 203
Y% BB MR ERERE Impairment loss on property,
(BEEFEEE KSR ) plant and equipment (included in other
operating expenses) 14,400 -
ﬁﬁﬁfﬁfﬁiiﬁ&%%ﬁ’] KEFHET  Minimum lease payments under operating
R IEHEERIE leases in respect of leasehold land and
buildings 551 566
W AR H Rental income less outgoings (389) (78)
KEMES H Outgoings in respect of investment properties 79 108
HBE(EeEEEMEERY®) Removal expenses (included in other
operating expenses) 3,301 -
TN Research costs 1,055 648

MizE: TERABTEARK35268000T(=FF
L AR#30,449,0007T) ABEITERS
KM AR 28,805,000 L (ZTTNF : ARK
21,321,0007t) AR E T -

BEZFEEESEARKE87,000 (=%
TNE: AR 1,594,0007T) B &R - RE
REBAGEZMEBERE_S—ZFLH -

Note: Cost of inventories includes RMB35,268,000 (2009:
RMB30,449,000) relating to depreciation expenses and
RMB28,805,000 (2009: RMB21,321,000) relating to staff
costs.

The write-down of inventories of RMB687,000 (2009:

RMB1,594,000) was reversed as the market price of these
inventories was increased in 2010.
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HE-Z—ZF+—-A=+—HIL%Z For the year ended 31 December 2010

9. FRSHIREX 9. Income tax expense
—E-FF —EENF
2010 2009
ARET T AREFIT
RMB’000 RMB’000
ENEAFRIE — AR B2 TSR Current tax — PRC Enterprise Income Tax 23,539 168
EIERIA (FizE17) Deferred tax (note 17) 496 643
24,035 811

84

T 1575459 S04 AT %8 ) 9 Ao B b B2 TS B
Bik 2 2 BRI -

The reconciliation between the income tax expense and the
profit before income tax multiplied by the PRC enterprise

income tax rate is as follows:

—E-=F —FTNF

2010 2009

AR®TT AREETTT

RMB’'000 RMB’000

R 1S 30 Al s A1) Profit before income tax 153,261 42,855
A B 1 S FTS TR 2 25% Tax at PRC enterprise income tax rate of 25%

—ETNF : 25%) T E 2 FHIB (2009: 25%) 38,315 10,714
DA HTRFESE 2 B & Tax effect of non-deductible expenses 1,642 3,241
KEEHRAARFE Tax effect of prior year’s unrecognised tax

RERGIEEIB 2 MR E losses utilised this year ) a7)
RERERFER 2 Tax effect of temporary difference not

s & recognised 3,600 123
R BB A Rl ES TR IS EA 2 M Effect of tax exemption and concession

HEBER 2 FE granted to the subsidiaries in the PRC (20,826) (13,765)
HAh, Others 1,311 515
PSR~ Income tax expense 24,035 811

HRAEEZ AL FEBTBELEXLRER
B A EELBBNEHEME -

MR Z(CEBR A RARTELEMSHN
KBRHN_—_T—ZTFER_TZENFZHEDL
KFEH

EEEME T AR ARBIR LSRR 2B
ERRMM—T—TER _TTENF2HED
TS - BiED R A&22% K% 20% °

RECTERERDE

No provision for Hong Kong Profit Tax has been made as the
Group’s income neither arises in nor derives from Hong Kong.

Weifang Common Chem Co., Ltd. (4 EI#LZ2HR A F]) is
subject to PRC Enterprise Income Tax at the rate of 25% for
2010 and 2009.

Shanghai Dehong Chemical Company Limited (_t & & 54t T
BPFR/AA]) is subject to PRC Enterprise Income Tax at the rate
of 22% and 20% for 2010 and 2009 respectively, being the
preferential tax rate in Shanghai Pudong New District.

TIANDE CHEMICAL HOLDINGS LIMITED
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B &5 7%=k Notes to the Financial Statements

FrigBim=% ()

RIBBBEDBOERER - MR EERA
Bl ([T ) RSB SR H(E TAR AR
(M 8EE ) HEERESTEE T 2R R
BHESR - 2RARHBEBRZ LA RAEE
BRNFEEREET2REMEFEMSHR  ER
=FAAIZ50%EARERE - R —F—F
FR-TENFDHRAET AL FERERFEN
EEMNFE  BIRERZTELEMEHESR
BE12.6%H IR B BEAEN - R =-F—
TERUDBBE=(ARNFE  #UIRERZ
EPIJ:%FJ'T %R%E%R?lzs%pﬂmqﬂlmi
PRS- —ETNE RN EEF — BN F
f A ER RSN WA EELPBREEM
SHiEE -

D BBBUSBUTAEL - WEMBEESHE
2T ?iTkﬁ&%Z@%ﬁ@i@Zi?@&
RERE  ZMUER _ZEZFHRIARE
WA - AR EETRER _—_ZETLF+ A
=t HERARE=K  BAKRRBREBEE
A R FHIRHRE R AR WA - BREBAR

R R 2 FEATRB -
ENTE XNy

RARBEBEABRBGLBEEGMNARE
129,226,0007t( — T T N F: AR &
42,044,0007T) + HF E1E AR 993,0007T
(ZZEZNF : HF AR 1,420,000 7T) B 7E
N R Z B IS FRE A 5 AR

BE_Z—ZF+_H

10.

=+—HI1L9Z For the year ended 31 December 2010

Income tax expense (Continued)

Pursuant to the relevant laws and regulations in the PRC
Weifang Parasia Chem Co., Ltd. (4 37 1 (L 2 &8 R A &
(“Weifang Parasia”) and Weifang Binhai Petro-Chem Co., Ltd.
(B S AL T AR R A]) (“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.
PRC Enterprise Income Tax has been provided for Weifang
Parasia at the preferential rate of 12.5% for 2010 and 2009
as these were the fifth and fourth profitable years respectively.
PRC Enterprise Income Tax has been provided for Weifang
Binhai at the preferential rate of 12.5% for 2010 as this was
the third profitable year. No provision for PRC Enterprise Income
Tax has been provided for Weifang Binhai for 2009 as this was
the second profitable year and tax exempted.

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
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 profit or
loss.

Profit attributable to the owners of the Company

Of the consolidated profit attributable to the owners of the
Company of RMB129,226,000 (2009: RMB42,044,000), a
loss of RMB993,000 (2009: a profit of RMB1,420,000) has
been dealt with in the financial statements of the Company.
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—E—FTF+- A=+—HIFE For the year ended 31 December 2010

HE

11. EERSHAEEEMS 11. Directors’ and senior management’s
emoluments
(@) E=M< (a) Directors’ emoluments
FNESZMewnT ¢ The emoluments of each Director were as follows:
BUKEF
T B
Retirement
il ) O2RE benefit
wue Salaries and scheme &5t
Fees allowances contributions Total
ARBT T AR¥T R ARBT T ARBT R
RMB’'000 RMB'000 RMB’'000 RMB’000
—_E-FF 2010
HITES Executive Directors
B tt= Liu Hongliang - 745 16 761
B Wang Zijiang - 576 17 593
FHHEH Guo Xitian - 576 17 593
ZEERK Guo Yucheng - 576 15 591
BAFHTES Independent
non-executive Directors
ZiRE Leung Kam Wan 104 - - 104
S ES Gao Baoyu 87 - - 87
=37 Liu Chenguang 87 - _ 87
—T-TF4E5 Total for 2010 278 2,473 65 2,816
—TTNEF 2009
BITES Executive Directors
2= Liu Hongliang - 751 13 764
FFT Wang Zijiang - 579 13 592
HBHEH Guo Xitian - 579 13 592
ZERK Guo Yucheng = 579 13 592
BIUFHTES Independent
non-executive Directors
RiIRE Leung Kam Wan 106 - - 106
2EE Gao Baoyu 88 - - 88
£ I=i5 Liu Chenguang 88 - - 88
—ZETNFAF Total for 2009 282 2,488 52 2,822

86

RAFRER  ARESEAEFIMNE
MME  ERIMARER 2 REN SRR
WBECETAE &) -

RAFEAR - WEAEFLHBEEME
EHRIAAERREFAHFH( TN

FE) e

RECTERERDE

No emoluments were paid by the Group to any Directors
as an inducement to join or upon joining the Group or as
compensation for loss of office during the year (2009:

Nil).

There are no arrangements under which a Director waived
or agreed to waive any emoluments during the year (2009:

Nil).

TIANDE CHEMICAL HOLDINGS LIMITED
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HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010
11. EERSREEEME (&) 11. Directors’ and senior management’s
emoluments (Continued)
by EEZRSMEAL (b) Five highest paid individuals
AEEGESMECERALTEY =4 The five individuals whose emoluments were the highest
(ZZEZNF HR)BRES - HBEFF in the Group during the year included three (2009: four)
BERBR E oM Efp R (= Directors whose emoluments are reflected in the analysis
TTENGF  —B)ATREAFE 2B &0 presented above. The emoluments payable to the
T @ remaining two (2009: one) individuals during the year are
as follows:
—E-=F —ETNEF
2010 2009
AR¥T R AREET T
RMB’'000 RMB’000
E AN B N2 2B Basic salaries and allowances 1,102 526
RS e 45 S LA B (0 2 A~ 2 FX0E Equity-settled share-based payments
53 expenses 1,065 1,071
RIRENFT B R Retirement benefit scheme contributions 21 11
2,188 1,608
BN B A TEE : The emoluments fell within the following bands:
N
Number of Individuals
—g-%F —TENG
2010 2009
T <& 5 [ Emolument bands
£ % 1,000,000/ 7T Nil to HK$1,000,000 1 -
1,500,001 T2 2,000,00078 7  HK$1,500,001 to HK$2,000,000 1 1
12. RE 12. Dividends
(@) FAZEBARKRSAT : (a) Dividends attributable to the year:
—E-=F —EFETNEF
2010 2009
R R HAS B G A% L 3E A% 8.0l Proposed final dividend of 8.0 HKcents per
ZZTNF : 2.58() ordinary share (2009: 2.5 HKcents) 28,455 8,800
R R ERR% B A% L 3mA% 1.0 75{l Proposed special dividend of 1.0 HKcent
(ZZZNEF : &) per ordinary share (2009: Nil) 3,557 =
32,012 8,800
R BB RSN 2 REARE B B ER The final dividend and the special dividend proposed after
REWAERERNREEZEE  EE the reporting date have not been recognised as a liability
RMAEE-_ZE—FTF+_A=1+—H at the reporting date, but reflected as an appropriation of
FEE 2R HZFDIR © retained profits for the year ended 31 December 2010.
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BE— T TF+_A=1+—HItFE

12. BE (&)
(b)  RAEE IS RIEN 2 B I EEE

For the year ended 31 December 2010

12. Dividends (Continued)

(b) Dividend attributable to the previous financial year,

IR R : approved and paid during the year:
—E-=F —ETNF
2010 2009
AR®T T ARET T
RMB’'000 RMB’000

BREBEYMINERE ZRHPRE ©  Final dividend in respect of the previous
FREE @R 2.5 781 financial year, of 2.5 HKcents per

ZETNAF ¢ 1.25810) ordinary share (2009: 1.25 HKcents) 8,800 4,400

13. BERER

ADFA A SR A RS R TR
T B -

13. Earnings per share

The calculation of the basic and diluted earnings per share
attributable to the owners of the Company is based on the
following data:

—E-FF —ZEThF

2010 2009

AR®T T AREET T

RMB’000 RMB’000

N i A Profit for the year 129,226 42,044
ZEBREE

Number of ordinary shares

—E-FF ZETNF

2010 2009

STESRERRN 2 EBBINE

Weighted average number of ordinary shares

EiE for the purpose of basic earnings per share 409,861,611 400,000,000
BEEH ST AR E Effect of dilutive potential ordinary shares:

— BB NS HE — Share options 1,527,584 =
STEEREERF 2 LAk NG Weighted average number of ordinary shares

S5 gL for the purpose of diluted earnings per share 411,389,195 400,000,000
BHE_ZT—ZF+_A=+—HILFESE The calculation of basic earnings per share for the year ended

ERZF DIRERQBEAR A (LR F
AR #129,226,000t( —_EZF N F: AR
#42,044,0007T ) X FAE 7T E @AM
#E 15 B% £1409,861,61108 ( — B & h, F -
400,000,000 &) stE

HE_Z-—ZZF+_A=t+—RHILFESKE
éﬁﬂmw‘“ﬂx RIEA NG AR
129,226,000 7T & F A B F 17 & B A% h14E 15
% 27 409,861,611 &5t & © LALTA%’EE@W*
RERZFETAEER - HEREERIE R
AP A AR T M I LR e EE T
B2 INAET IR $1,527,584 % ©

th

BE_ZThF+_A=1T—RHILEFEITEE
E%“tﬁﬂﬁ - REES G ESREE RN
C MARITEERIE ZTTEBENEINEE -

88 AECTIERERAR

31 December 2010 was based on the profit attributable to
the owners of the Company of RMB129,226,000 (2009:
RMB42,044,000) and on the weighted average of 409,861,611
(2009: 400,000,000) ordinary shares in issue during the year.

The calculation of diluted earnings per share for the year ended
31 December 2010 was based on the profit attributable to the
owners of the Company of RMB129,226,000 and the weighted
average of 409,861,611 ordinary shares in issue during the
year, as used in the basic earnings per share calculation plus
the weighted average of 1,527,584 ordinary shares deemed
to be issued at no consideration as if all the Company’s share
options have been exercised.

There were no dilutive potential ordinary shares for the year
ended 31 December 2009 as the outstanding share options
were out of the money for the purpose of the diluted earnings
per share calculation.

TIANDE CHEMICAL HOLDINGS LIMITED
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HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010

14. Property, plant and equipment - Group and

Company
8 AT
Group Company
& B
HEWE RERRE
£  BERER RE Furniture, HEIR WAERME
g Leasehold Plant and Motor  fixtures and  Construction A3t Office
Buildings improvements machinery vehicles equipment in progress Total equipment
ARETR ARETn ARETR ARBTRT AR%®Tn ARETr ARETR AR%T:x
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
RZEZRE—H—H Asatllanuary 2009
KA Cost 101,007 35 330,152 1,788 5,438 15,680 454,100 30
L i Accumulated depreciation (12,035) (29) (71,616) (827) (2,838) - (87,345) (14)
EEFE Net carrying amount 88,972 6 258,536 961 2,600 15,680 366,755 16
REFE Net carrying amount
W=ZZNE—F—H AsatlJanuary 2009 88,972 6 258,536 961 2,600 15,680 366,755 16
A Additions 43 - 513 251 440 52,547 53,794 -
HE Disposals (7,700) - (10,550) (109) - - (18,359) -
e Depreciation (4,659) (6) (30,197) (299) (799) - (35,960) (6)
BAEGREARE Transfer to non-current assets
BEZERYEE classified as held for sale
(Mzx21) (note 21) 1,377) - - - - - 1,377) =
B Transfer 2,125 - 42,015 - - (44,140) - -
RZZZNE As at 31 December
+-R=1t—H 2009 77,404 - 260,317 804 2,241 24,087 364,853 10
R-ZZRE As at 31 December
+=A=+-H 2009
BN Cost 90,691 35 350,592 1,791 5878 24,087 473,074 30
ZRITE Accumulated depreciation (13,287) (35) (90,275) (987) (3,637) - (108,221) (20)
REFE Net carrying amount 77,404 - 260,317 804 2,241 24,087 364,853 10
REFE Net carrying amount
RZZ—Z4—H[—H AsatlJanuary 2010 77,404 - 260,317 804 2241 24,087 364,853 10
b Additions 4,267 - 10,816 154 352 61,388 76,977 -
e Disposals - - (9,442) - (238) - (9,680) -
& Depreciation (4,566) - (32,114) (321) (819) - (37,820) )
RT3z Impairment loss (1,044) - (13,356) - - . (14,400) N
B Transfer 14,494 - 58,167 - (61) (72,600) - -
R-Z-%% As at 31 December
+=A=t+—-8H 2010 90,555 - 274,388 637 1475 12,875 379,930 5
R-B-5% As at 31 December
+=A=+-H 2010
B Cost 109,452 35 396,819 1,946 3,788 12,875 524,915 30
SEMERFBEBE  Accumulated depreciation and
impairment loss (18,897) (35) (122,431) (1,309) (2,313) - (144,985) (25)
REFE Net carrying amount 90,555 - 274,388 637 1475 12,875 379,930 5

ZIS‘@EIZ@?@WEEPE%EW%EUJmi%f
—ZF+ZA= + HiEF
I ZK%lIﬂ@ﬁfﬁﬁﬁ?ﬁﬁﬁﬂ
ER(ZZEZTNE : AR¥ 19,587, 00071:)

T3 REE

TTREZ

The Group’s buildings are situated on leasehold land under
medium-term in the PRC. None of the Group’s building was
pledged as security for the Group’s banking facilities for the
year ended 31 December 2010 (2009: RMB19,587,000).

—E-BEEH

ANNUAL REPORT 2010

89



Eﬁ%iﬁ%ﬁﬁ% Notes to the Financial Statements

T —ZFE+— A=+—H1-4Z For the year ended 31 December 2010

%ZK

14. ¥ BMERSZE - EEEQT 14. Property, plant and equipment - Group and

15.

20

i
(42

R-T—ZTE+_A=+—H BREERA
BatIEERR—AREEERSE LSS
EAESEEFNEEEEESTES  RES
B E AR 14,400,000 T ( —TZT L4 -
E)BEBEREARRNARESE TEF  BE
MEEZ RABEZEAIKESHE -  ZEEF -
MEREENRAEREREETKE S5
(REAFEBEREZLEXNR(REFRTHEE
BEE)) °

Company (Continued)

As at 31 December 2010, provision for impairment loss of
RMB14,400,000 (2009: Nil) was recognised in profit or loss to
write down the carrying amounts of certain buildings and plant
and machinery to their recoverable amounts as the production
of fine petrochemical products and an ester product has been
persistently making losses and the Group has suspended the
production of certain products during the year. The carrying
amounts of these buildings and plant and machinery were
reduced to their recoverable amounts which were determined
based on the fair value less costs to sell by reference to an
active market for these assets.

N LwEERE - KE 15. Prepaid land lease payments - Group
—E-=F —EFETNF
2010 2009
ARET T AREET T
RMB’'000 RMB’000
n—HA—H As at 1 January 59,173 66,457
HE Disposals - (3,597)
EADBREARESE ZIERD Transfer to non-current assets classified
& (fisE21) as held for sale (note 21) - (2,270)
SE N EiEN = O Amortisation of prepaid land lease payments (1,293) (1,417)
R+=—HA=+—8H As at 31 December 57,880 59,173
BVHERER 7 (B B EFEMNRIE KX Current portion (included in prepayments and
A pEU ZIE ) other receivables) (1,293) (1,293)
FEBNHAES 2 Non-current portion 56,587 57,880

AEE 2 AN LA ERBTIZN B2 5
HERH -

AEBEMPIEARMBRITHE ZERZEN
iiﬂﬂ%?ﬂlﬁz,ﬂﬁﬁ@m%/\ﬁﬁ% 27,593,000
T(ZZEZNF : AR¥57,694,0007T) (KisE
23) ©

RECTERERDE

The Group’s prepaid land lease payments are held under
medium-term in the PRC.

The carrying amount of the Group’s prepaid land lease
payments pledged as security for the Group’s banking
facilities amounted to approximately RMB27,593,000 (2009:
RMB57,694,000) (note 23).

TIANDE CHEMICAL HOLDINGS LIMITED
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HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010
16. BEVX - K8 16. Investment properties - Group
BARR KA REE 2 ZBBMnT Changes to the carrying amounts presented in the statement of

financial position can be summarised as follows:

—E-FF —EENEF

2010 2009

AR®T ARBTTT

RMB’'000 RMB’000

m—H—H As at 1 January 10,850 10,360
B EEH K= Revaluation gain on investment properties 860 490
R+=—A=+—H As at 31 December 11,710 10,850
KWEYMENR_ZE—ZFER_ZFTFENLFE+_8 Investment properties were revalued as at 31 December 2010
=+ —HEB A ERMITKAITEREE and 2009 by RHL Appraisal Limited, an independent firm of
BRAG (A RATEZUE REAUYE 2 chartered surveyors, who have the recent experience in the
RES)VEITEM - A EBETVIRMNE RIEEHER location and category of property being valued. Fair values were
ZHEUMEZERTISR S IER LT - EEW estimated based on recent market transactions for similar
REOERNEEIBZRETER properties in the same location and condition. The revaluation

gain was recognised in profit or loss for the year.

REFBZIRBYEMNIZTHRBEFFE 2P H The Group’s investment properties are situated on leasehold
FRE L o land under medium-term in the PRC.
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REEDHERIATFEREHIBEE (BE)

17.

For the year ended 31 December 2010

Deferred tax — Group

The following is the major deferred tax assets/(liabilities)
recognised by the Group:

E%H
Arising from
RERER REM=
FiIEEE  Pre-operating Investment =X
Tax losses expenses properties Total
ARETRE  ARETR ARETR  ARETR
RMB’000 RMB’000 RMB’000 RMB’000
RZZTTNFE—H—H Asatd January 2009 414 412 (1,816) (990)
EEE il Charge to profit or loss
(KtzE9) (note 9) (359) (112) 172) (643)
RZEZNGF As at 31 December 2009
+=Z—A=+—A8k and 1 January 2010
—2—2F—HF—H 55 300 (1,988) (1,633)
BiEmERNR Charge to profit or loss
(MtzE9) (note 9) (55) (474) (267) (496)
RIE—FF As at 31 December 2010
+=-A=+—H~ - 126 (2,255) (2,129)

AT RSB SRR R A IR IR 45

RO -

92

The following is the analysis of the deferred tax balances for the
statement of financial position purposes:

—E-BF —TTHEF

2010 2009

AR®T R AREET T

RMB’'000 RMB’000

EIEFITE & B Deferred tax assets 126 355
EEFRIBAE Deferred tax liabilities (2,255) (1,988)
(2,129) (1,633)

RIRE R - ANEE &R R AR EE
(ZEZThF : AR¥3,621,0007T) ' BFA
B E =7 AR 14,400,000 T (ZFZ 1
& E) DRSS IORF o Fitt - WERERELT
MBEE(CZTNG  CHRERELCHBEEEZ
RISEBARE 221,00070) ° ARRRIKEER
Al FEA - LA R 14, 400 ooofc( -
T h4F  ARM3,400,0007T) IRIERIIE

MRAR BRI BRRNIRERE 8T
B B A B B A B SR BE B 2 FE S TE AN AR T R
BREEERIB S B AR 19,839,0007T(=
TTNE : AR¥E6,404,0007T) @ WHER B
RETSERBEZERE=E R —ZTF+=
A=+—H BEWBARMNKRELBFER
A ARK198,390,000 L (ZETNF : AR
# 64,042,000 7T) °

RECTERERDE

At the reporting date, the Group has no unused tax losses
(2009: RMB3,621,000) available but has deductible temporary
difference of RMB14,400,000 (2009: Nil) for offset against
future profits. No deferred tax asset has been recognised
in this respect (2009: deferred tax assets on tax losses of
RMB221,000 had been recognised). No deferred tax asset
has been recognised in respect of RMB14,400,000 (2009:
RMB3,400,000) due to the unpredictability of future profit
streams.

Deferred tax liabilities of RMB19,839,000 (2009:
RMB6,404,000) have not been established for the withholding
tax that would be payable on the unremitted earnings of certain
subsidiaries in the PRC because the Company controls the
dividend policy of these subsidiaries and it is not probable
that the temporary differences will reverse in the foreseeable
future. Such unremitted earnings for investment in subsidiaries
totalled RMB198,390,000 as at 31 December 2010 (2009:
RMB64,042,000).

TIANDE CHEMICAL HOLDINGS LIMITED
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HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010

18. 7E - K&H 18. Inventories - Group

—E-FF —EENEF
2010 2009
AR®T AR®ET T
RMB’000 RMB’000
BERE Raw materials 30,933 21,466
E e Work in progress 6,787 8,110
B o Finished goods 27,644 13,646
65,364 43,222

EFERWREERRRE - £8 19. Trade and bills receivable - Group
—E-EF —ZETNF
2010 2009
AR¥T T AR®ET T
RMB’000 RMB’000
2 5 R Trade receivables 82,427 59,402
e Bills receivable 34,906 51,545
117,333 110,947

AEBEETESEFPZEER RN F— (@
AZEXNEATE - BREBRS TG B ZRITA
REE RMERER  BRERZEREDS
NERAA - BUEFHEAG ZEEREE -
AEBERN#EFHRUCRFTBRIEHBREZE
i o B BB R FEITE HRAT o

RBEEH  BFRUEMERFERIRER

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 aged
within six months at both reporting dates. Each customer has
a maximum credit limit. The Group seeks to maintain strict
control over its outstanding receivables. Overdue balances are
reviewed regularly by management.

The ageing analysis of trade and bills receivable at the reporting

HAFT1E Z BRER D AT A0 T ¢ date, based on the invoice date, is stated as follows:
—E-FF ZETNF
2010 2009
ARET T AREFTT
RMB’000 RMB’000
0% 90H 0 to 90 days 114,006 94,608
91 %180 H 91 to 180 days 3,198 15,722
181 %2 365 H 181 to 365 days 129 617
117,333 110,947
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19. ESEWRNEWEE - £8(2&)

R-ZE—ZFE+—_FA=+—H BFRWENR
ERZE L AR 2,519,000 T( — T NF ¢
AR¥8,325,0007T) Ei@H - AN EEE
ZWESE AL EAEENRAEZZFRIAAIK
[ - RS EARBUERE - BIREE A 5
i A TAERBREBEEBMER EREZE
S FEMR R FE W SRR 2 BRER AT

For the year ended 31 December 2010

19. Trade and bills receivable - Group
(Continued)

As at 31 December 2010, trade and bills receivable of
approximately RMB2,519,000 (2009: RMB8,325,000) were
past due but not impaired as there has not been a significant
change in credit quality and the amounts are still considered
recoverable. The ageing analysis of these trade and bills
receivable that were past due as at the reporting date but not
impaired, based on the due date, is as follows:

—E-FF —ZETHHF

2010 2009

ARET T AREET T

RMB’'000 RMB’000

Ei@E81E=90H 1 to 90 days past due 2,516 7,734
B @891 £ 180 H 91 to 180 days past due 3 484
EiEE181 £ 365 H 181 to 365 days past due - 107
2,519 8,325

RZT—ZTF+-_A=+—H ZZEKEK
EWZE AR 114,814,000 L(ZZEZ A,
F: AR% 102,622,000 70) WABE © JAIE
BE ° ;Z%%%MAZEEWEH&%EW@%%XQ
TREANEFPAR  MiKkSHalERNL

EBHEREREZEZEREES LKA
TRABENEFER %ZEEFPNAKEHES
RFMEERE - RIEBEEERE  BEE
BE IRNEEERYBEEAEHMARIER
fERI 2B E - I BARZEFERIERER
e AKEYEACBHERERE LS E
WRRRS A (T o o

EERR BHRBRERBRERZ AFEE
HERAEC HYTFEERER  RRRE%

As at 31 December 2010, trade and bills receivable of
RMB114,814,000 (2009: RMB102,622,000) were neither past
due nor impaired. These related to a large number of diversified
customers for whom there was no recent history of default.

Trade receivables that were past due but not impaired related
to a large number of diversified customers that had a good
track record of credit with the Group. Based on past credit
record, management believes that no impairment allowance
is necessary in respect of these balances as there has not
been a significant change in credit quality and the balances are
still considered to be fully recoverable. The Group did not hold
any collateral in respect of trade receivables past due but not
impaired.

The Directors considered that the fair values of trade and
bills receivable are not materially different from their carrying

Lo RR 2| HA AR R - amounts because these amounts have short maturity periods.

B oEWEE N EWEE 7 EEmMEIRN NEt The carrying amounts of the trade and bills receivable are
1B : denominated in the following currencies:

—E-=F —ETNF
2010 2009
AR®T ARETTT
RMB’000 RMB’000
AR RMB 88,028 88,487
Erx((=mxl) United States Dollars (“US$”) 29,305 22,460
117,333 110,947

94 AECTIERERAR
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ERFRITER
- KEEQF

R-B—TE+-_A=+—0 KXEEZDE
HIRTER IR EARNEEERIRITRE 2
REATIRIT2ER - WEFIREMERE
MizE22 - TRAARBE  BEREF XA
220% R—_ZEZNF+_A=+—H ' L&
B ZRITIER ©

% SRATER I £ 4R ER

REE 2 BEBRITE R RIRITERIT S A HRIA
AREEE  H9B AR 48,887,000 T(=F
TNF : ARB14,429,0007T) ° /\E%Pﬁ
BHNEEF - BIRP E 2 INEE FHED &4

EIE R TEEEREPIE -

BERRTERRRITRASHH 2 REER
AT EHEHHE

HE-T-2F 1A

20.

=-+—HIL4FJE For the year ended 31 December 2010

Pledged bank deposits and bank and cash
balances - Group and Company

As at 31 December 2010, the Group’s pledged bank deposits
represented deposits pledged to banks to secure banking
facilities granted to the Group as set out in note 22 to the
financial statements. The deposits were in RMB and carried
interest at the rate of 2.20% per annum. There were no pledged
bank deposits as at 31 December 2009.

The Group’s pledged bank deposits and bank and cash
balances amounted to approximately RMB48,887,000 (2009:
RMB14,429,000) were denominated in RMB. Conversion of
RMB into foreign currencies is subject to the PRC’s Foreign
Exchange Control Regulations and Administration of Settlement,
Sales and Payment of Foreign Exchange Regulations.

The carrying amounts of pledged bank deposits and bank and
cash balances are denominated in the following currencies:

58 NS
Group Company
—E-EF —ETNF —E-EF —ETNF
2010 2009 2010 2009
ARBT T ARET T AREBT T ARET T
RMB’'000 RMB’000 RMB’'000 RMB’000
T HK$ 2,135 1,681 2,135 1,681
X uss$ 1,860 648 - _
AR RMB 48,887 14,429 15,036 -
52,882 16,758 17,471 1,681
CEREEABESEEEZIRHBE 21. Non-current assets classified as held for sale -
E_-&£F Group
R-EEhE+—A=+—0 A=EZEHE As at 31 December 2009, the assets related to the prepaid
o EEES S RIEN A EZ0E (FiE land lease payments (note 15) and the buildings (note 14) had

15) R 5 (5 14) 2 AET 25U AR RS
A% N-F-FF+-A=t—A £%H
BSRMRH RS ARE -

been presented as held for sale, following the approval of the
Group’s management to sell these assets. As at 31 December
2010, the Group completed the sale of these assets.
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22, ESRTERRENREE - &8 22. Trade and bills payable - Group
—E-FF —TTNF
2010 2009
ARETFT AREETIT
RMB’000 RMB’000
B 5 ERNER Trade payables 21,557 23,767
ANES Bills payable 3,000 =
24,557 23,767

96

AEEEHERAT 2 EEHR30E366A °
RBERH  BZENEMNENZRRERA
HFEZ BRI AMTAN T

The Group was granted by its suppliers credit periods ranging
from 30 to 365 days. The ageing analysis of trade and bills
payable at the reporting date, based on the invoice date, is as
follows:

S —TENF

2010 2009

AR®Tx AREFTT

RMB’000 RMB’000

090 H 0 to 90 days 22,814 22,114
91%£180H 91 to 180 days 756 268
181 £ 365 H 181 to 365 days 331 524
#8365 H Over 365 days 656 861
24,557 23,767

ENRETAREENEEMRITER (T
20) fE#EAR

BZRNERENEE 2 REER ARE
B -IBERBEBREY  HEZEMNEREN
SR EAERAFEERS  DEFERRE -

The bills payable are secured by the Group’s pledged bank
deposits (note 20).

The carrying amounts of trade and bills payable are
denominated in RMB. All amounts are short term and hence the
carrying values of trade and bills payable are considered to be a
reasonable approximation of fair value.

RECTERERAF TIANDE CHEMICAL HOLDINGS LIMITED



23.

B &5 7%=k Notes to the Financial Statements

HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010

RITEE - KE 23. Bank borrowings - Group
JEEEIBITERWT : The bank loans are repayable as follows:
—EB-FF ZZETNF
2010 2009
ARBTR ARETT
RMB’000 RMB’000
REEE Current liabilities
R—EFEREEZRITER Bank loans repayable within one year and
(T BERERER do not contain a repayment on demand
&%) clause 39,900 107,169
R—EFRERZIBITER Bank loans repayable within one year and
(BIEIRERERIER) contain a repayment on demand clause 20,000 -
59,900 107,169
FERBERE Non-current liabilities
NE_F In the second year 12,000 12,000
RE=ZZFZRFRN(BREEERFE) In the third to fifth years, inclusive 18,000 30,000
30,000 42,000
FERTER(BREAREREZENAEHET) The interest-bearing bank borrowings, including the term loans
TRk S AR AT BE o 2R AR T AE RN E S5 repayable on demand, are carried at amortised cost. The
ZHEEERBHAERE - B ARAAREMIKRE amounts due are based on the scheduled repayment dates
SKIEBIERZHE - IERBRITEEN EIRE set out in the loan agreements and ignore the effect of any
SKIEIZB Y IER © repayment on demand clause. None of the non-current bank
borrowings contains a repayment on demand clause.
FERTEENEFEEEAUNARETE - & The carrying amounts of all bank borrowings are denominated
HEREHETEEZ ZESEFNENF5.31% % in RMB. Shortterm and long-term bank borrowings are arranged
6.37% (—ZEZNF : 5.31% E£ 8.96%) * ZF A at floating interest rates ranged from 5.31% to 6.37% (2009:

SEAZREMENERE

&8 Ty A 5.31% to 8.96%) per annum exposing the Group to cash flow

EERFEN LA ERIE (M5 15) (EAEFH - interest rate risks, and are secured by the Group’s prepaid land

lease payments (note 15).

—EEEEH ANNUAL REPORT 2010 97



Bt #4715+ Notes to the Financial Statements

HE-ZT—ZF+—-A=+—HILFE For the year ended 31 December 2010

24,

25.

98

BEEWA - £E 24. Deferred income - Group

REE 2 REWAEHETEL - (EREER The Group’s deferred income represents a government grant
HEETK BRETHERABZEEGREE obtained for subsidising the construction of the production
S he 2 f A o lines and ancillary facilities for the manufacture of isobutylene,

polyisobuylene and chloro acetic acid.

R EMETEZ AT : Analysed for reporting purpose as:
—E-FF —TTNF
2010 2009
ARETFT AREETIT
RMB’'000 RMB’000
TEEE (B eEEEMARMNERER Current liabilities (included in accruals and
N EHAbfERFRIE) other payables) 2,740 2,740
FERBEE Non-current liabilities 18,671 21,412
21,411 24,152
& 2 25. Share capital
8
Amount
REHAE
Number of TER ARETR
shares HK$'000 RMB'000
Yyl Authorised:
FREE.01BTEEMR Ordinary shares of HK$0.01 each
RIZZNF—A—H " As at 1 January 2009 and
ZETNER 31 December 2009 and
—E-FF+-A=1+—H 2010 100,000,000,000 1,000,000
BEIRAR : Issued and fully paid:
BREB0.0LAT LR Ordinary shares of HK$0.01 each
R-EZNFE—A—HER-_ZEENE As at 1 January 2009 and
+-HA=+—H 31 December 2009 400,000,000 4,000 4,031
TR AR (=T 28(i)) Exercise of share options (note 28(i)) 1,248,000 12 11
BITER (iaED) Issue of new shares (note i) 20,000,000 200 174
R-Z—ZTFE+-F=1—H As at 31 December 2010 421,248,000 4212 4216
PiE Note:
(i) RIE—ZFELA-+=-H  AARTKRAE (i) On 22 July 2010, the Company completed the placing of

3 25 = 7 B2 & 20,000,000 B % 19 © FRAXEE
1.0587C - FBEFBERRBENR =T —ZF
tA-t+t-HFEZRAER -

20,000,000 shares at HK$1.05 each to the independent
third parties, details of which are set out in the Company’s
announcement dated 22 July 2010.

RECTERERAF TIANDE CHEMICAL HOLDINGS LIMITED
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HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010

26.

Group
The amounts of the Group’s reserves and the movements

Reserves - Group and Company

RIIR ° therein are presented in the consolidated statement of changes
in equity.
AT Company
BHER DY) JhEs
HARE X2 % E R e
Merger  HEBRHE HERE Foreign
R EE relief Share-based Capital currency  REEA EERE
Share  contributed payment contribution  translation Retained Proposed ar
premium surplus reserve reserve reserve profits dividends Total
ARETT ARETT ARETT ARETT ARETT AR%®TnT AR¥ETT ARET:H
RMB’000 RMB’000 RMB’'000 RMB’000 RMB’'000 RMB’'000 RMB’000 RMB’'000
(Kizta) (FizEn) (Fizte) (KizEr) (FizEe)
(note a) (note h) (note e) (note f) (note g)
R-ZEEHE Balance at 1 January
—R—B#&&% 2009 89,544 111,137 425 2,034 (26,850) 109,311 4,400 290,001
EAKRE Dividend paid - - - - - - (4,400) (4,400)
R 3 AR A S A+ Equity-settled
ZHERX shared-based payments
expenses - - 300 1,071 - - - 1,371
“TTNEER 2009 proposed final
RERE dividend - - - - - (8,800) 8,800 -
FREF Profit for the year - - - - - 1,420 - 1,420
HEi2Eh Other comprehensive
income - - - - 831 - - 831
—ZTHE Balance at 31 December
‘I'_H =t-Ak 2009 and 1 January
ZZ-TF 2010
—R—R#&& 89,544 111,137 725 3,105 (26,019) 101,931 8,800 289,223
B Dividend paid - - - - - - (8,800) (8,800)
BEREETHR Issue of new shares upon
(BizE25()) placing (note 25(i)) 18,146 - - - - - - 18,146
BIARA Issuing cost (500) - - - - - - (500)
BB T BT Issue of new shares upon
FA% (P &E28()) exercise of share
options (note 28(i)) 987 - (296) - - - - 691
RRAE A E AR A S A+ Equity-settled share-based
ZRERY payments expenses - - 101 1,057 - - - 1,158
“Z-TFEERE 2010 proposed dividends
(i3t 12(a)) (note 12(a)) - - - - - (32,012) 32,012 -
FRBER Loss for the year - - - - - (993) - (993)
Hi2mAY Other comprehensive
expense - - - - (10,018) - - (10,018)
RZZE—TF Balance at 31 December
+-A=+-H 2010 108,177 111,137 530 4162 (36,037) 68,926 32,012 288,907
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26. f#fE - KERAF(E)

100

(a)

()

(d)

(e)

RECTERERDE

IR 15 E

REFSHEREE  NARKRMEE
FAZEZAIHDIKRTARRHEE A -
HEEZZE D KRS B BR - NAFA
BRENEEERBEXHBRTIHZ
&7 o

BRI

FhlEREREARER _TTMEE
T2 BRI EM B LR 228K
ANELAR N B AERTS % 5 MY B A~ w4
MET 2 AR BRMDEEL FHELE °

EHRARS

RRAFR PR BRI 2 B AR 2 EFRAM
BIRE  ZEMBARAGFEEERK
FiEfi@afhzETEILERBKBA
Be HERAHEDNEBANB ARG
MERZB50% B E—RBERT @ &
BRATESENREBRESE  ZRER
tEAFMERARETRMB AR Z£E
R BRCEREBATESEEM
BRI REZBETESLONEFMER
2 25% °

YN

BREPEARDE(R-_ZEZRAFER
“ETRE A BRMRTZBERM
FErP BIRK SZ 2 AN B P B 1 B 78 5 EL 5%
E10% 2RI REENBEERRS
MARERAAREEZEEBERAIMAR
BEAMEZER BEETERZIE

AT RRETMEHIK °

BARAD 324 iz SRR 18

PARS AR 3215 22 SR OB fef 5 1 4% PO 4 B DA
BOXHTFTAREETRERER —AHE
B2 IR 0 B BRI IR R I R R Y
1 3(s) AT & 3L DA B A7 32 2 SRR T 2R 44
ZERRMER

26. Reserves - Group and Company (Continued)

(a)

(b)

(c)

(d)

(e)

Share premium

Under the Companies Law of the Cayman Islands, the
funds in the share premium account of the Company are
distributable to the owners of the Company provided that
immediately following the date on which the dividend
is proposed to be distributed, the Company will be in a
position to pay off its debt as they fall due in the ordinary
course of business.

Special reserve

Special reserve represents the difference between the
paid in capital of the PRC subsidiaries acquired pursuant
to the Group reorganisation in 2004 and the nominal
value of the Company’s shares issued in exchange for the
control in these subsidiaries.

Surplus reserve fund

Articles of Association of the Company’s subsidiaries
established in the PRC require the appropriation of certain
percentage of their profit after income tax each year to
the surplus reserve fund until the balance reaches 50%
of their registered capital. In normal circumstances,
the surplus reserve fund shall only be used for making
up losses, capitalisation into registered capital and
expansion of the subsidiaries’ production and operation.
For the capitalisation of surplus reserve fund into
registered capital, the remaining amount of such reserve
shall not be less than 25% of the registered capital.

Public welfare fund

Pursuant to relevant regulations before the enactment of
Company Law of the PRC (revised in 2005) on 1 January
2006, the Company’s subsidiaries established in the PRC
shall make allocation from their profit after income tax
at the rate of 5% to 10% to the public welfare fund. The
public welfare fund can only be utilised on capital nature
items for collective welfare of employees. The public
welfare fund is not distributable other than in liquidation.

Share-based payment reserve

The share-based payment reserve represents equity-
settled share-based payments to certain employees and
a supplier of the Group recognised in accordance with the
accounting policy adopted for equity-settled share-based
payments in note 3(s) to the financial statements.

TIANDE CHEMICAL HOLDINGS LIMITED
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26. #E - FERQATR (&)

()

(€3]

(h)

BEXRHERBE

R-ZZELF ARAZHKREERAF]
BYARAEl—ETI—E#HE ZARF
Betn - B IR RE R BRI - PT
RERE 2 AFEELI2ERMIRE L
ERZATEEMNERE  LABERER
5 B HI S SH 2 IR A A B PARR A7) ST S 5R0R
ZFX - WRRHEIENEARHE R

SMNESBE R R AR

SNESTE SR B R R B NB R 2 B 7
WERAMEEZMABERLZ®E - ELHE
R A% B 75 3 3R I 5 3(d) P 8 & AT R
e

BHERBARR
EHERBABSKERREARASEN
ZEMEETZEARMRBHENER
RlZ BEFEEAR R R RERGZEN B
NEMESREM BT 2 AR R EEM
HYZE%E °

26. Reserves - Group and Company (Continued)

()

(€3]

(h)

Capital contribution reserve

In 2007, certain number of the Company’s shares were
granted to an employee of the Company by the Company’s
ultimate holding company, with non-market performance
vesting conditions, with its fair value of services received
determined by reference to the fair value of shares
granted at the grant date, expenses on a straight-line
method over the vesting period as equity-settled share-
based payments expenses, with a corresponding increase
in capital contribution reserve.

Foreign currency translation reserve

The foreign currency translation reserve comprises all
foreign exchange differences arising from the translation
of the financial statements of foreign operations. The
reserve is dealt with in accordance with the accounting
policies set out in note 3(d) to the financial statements.

Merger relief contributed surplus

Merger relief contributed surplus represents the difference
between the net assets value of the PRC subsidiaries
acquired pursuant to the Group reorganisation in 2004
and the nominal value of the Company’s shares issued in
exchange for the control in these subsidiaries.
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27. RMBATI 2% BUHIB AT 27. Interests in and due from/to subsidiaries -

102

EEAMBATRE - AF Company
—E-ZF —ETNF
2010 2009
AR% AR
RMB RMB
JEETIRE KA Unlisted investments, at cost 3 3

HE—_T—THF+-_A=+—HAIF K&EE Particulars of the subsidiaries of the Group as at 31 December
WMEBATZZEBWT 2010 are as follows:
AR L BRITEE/
REBEE BEREMRAZEE
Place of Nominal value RAFELEE
incorporation/ of issued ordinary/ 2B
28 establishment paid-up registered Percentage of equity TEXK
Name and operations share capital attributable to the Company Principal activities
HiE B
Direct Indirect
BRERERAA BB 18T 100% - RESER
Great Growth Holdings Limited Hong Kong HK$1 Investment holding
BInERERAR B 187 100% - REZR
Great Spirit Holdings Limited Hong Kong HK$1 Investment holding
BEERERAA BB 18T 100% - REZR
Great Promise Holdings Limited Hong Kong HK$1 Investment holding
BEIERAER AR RERIHS 2680 = 100% REER
Smartcham Holdings Limited British Virgin Islands US$268 Investment holding
BHCEERAT RERZEHS 1,251%7T - 100%  HEER
Smartpoint Enterprises Limited British Virgin Islands US$1,251 Investment holding
BRERERAA REEZEHS 4TTET - 100% REER
Techsmart Holdings Limited British Virgin Islands us$477 Investment holding
HIRECEERAE H 600,00037T - 100%  BiE  BERHERMETER
Weifang Common Chem Co., Ltd. PRC US$600,000 Research and development,
manufacture and sales
of fine chemical products
FaEMETIERAR H AR # 5,000,000 7T - 100% % HERSHBAEIER
Shanghai Dehong Chemical PRC RMB5,000,000 Research and development,
Company Limited selling and distribution
of fine chemical products
A ERRAT] H 5,200,000 57T - 100% % REREERACIER
Weifang Parasia Chem Co., Ltd PRC US$5,200,000 Research and development,
manufacture and sales
of fine chemical products
M EERBMEITARAR A 10,800,000 37T - 100% % SLEREERALCIER
Weifang Binhai Petro-Chem Co., Ltd PRC US$10,800,000 Research and development,

FER SRR - BB R B MIRERIA

RECTERERDE

manufacture and sales of
fine chemical products

The amounts due are unsecured, interest-free and repayable on

demand.

TIANDE CHEMICAL HOLDINGS LIMITED



28.

B &5 7%=k Notes to the Financial Statements

LUR 3 Y 2 IR
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E%%%ﬁ%@%h%ﬁ%)~aﬁﬁﬁ&m
%%$%l2%%¢ﬁ§ﬁz%ﬁv@%$%
EERKEARKBMEARIZES R ERE
8 fEm - BF BREIBSESAZHEA
RAEEZ BRI AA c BIREFER -
TRE+ANBRER  ERE+F - RIFE
A% st &) AT 4% H 5 2 40,000,000 17 BB AE - fE
FHIFH AEFREE &% 40,000,000 fEAZD

D

RZZEZENE_A—HB  ARAIREARRF]
ZHEREFEREERKEEREEERED
4,000,000 BERE - R=ZFE—FTF+=-1
=+—H - ERETEIE T EE LA M ARITE
2 BBIERT S MR D ER B A5 2,291,000% (==
TEF : 3,790,000 %) - HHE R Z AR QA
BT 2 0.54% (ZZZH4F  0.95%) °

FrE AR R BB TIE A T

HE-T—ZHF+- A=+—HIFE For the year ended 31 December 2010

28. Share-based payments

Equity-settled share option scheme

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 the 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.

On 1 February 2008, the Company granted 4,000,000 share
options to the eligible employees and a supplier under the
Share Option Scheme of the Company. As at 31 December
2010, the number of shares in respect of which options had
been granted and remained outstanding under the Share Option
Scheme was 2,291,000 (2009: 3,790,000), representing
0.54% (2009: 0.95%) of the shares of the Company in issue at
the date.

Details of the specific categories of options are as follows:

BRERE
AR AR & B BEAH 1TfEHAMS {TfEE  Number of
Category of grantee Date of grant Vesting date Exercise period Exercise price share options
BT
HK$
B8 “ET)N\F=-A—H —ZTTNF-_A—H —ZEENF_A—H 0.64 161,000
Employees 1 February 2008 1 February 2009 E-T—NF
—A=+—8
1 February 2009 to
31 January 2014
“ZET)N\F=-A—H —ET—ZTF-A—H Z=—ZTF=-A—H 0.64 372,500
1 February 2008 1 February 2010 E-T—F
—A=+—H
1 February 2010 to
31 January 2014
—TTN\F=ZA—H ZE——F=H—H :?**E_ﬂ = 0.64 1,657,500
1 February 2008 1 February 2011 22T —Y4F
—HA=+—H
1 February 2011 to
31 January 2014
g —TENFHA—H —ET——F=H—H *:f——i A—H 0.64 100,000
Supplier 1 February 2008 1 February 2011 E-T—EF
—HA=+—H
1 February 2011 to
31 January 2014
aEr 2,291,000
Total
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28.

Share-based payments (Continued)

Equity-settled share option scheme (Continued)
Details of the share options outstanding during the year are as

follows:
BB —ETHE
2010 2009
IEFHITEE INFEFH1TEE
BREHE Weighted HEAREZ B Weighted
Number of average Number of average
share option exercise price share option exercise price
BT 7T
HK$ HK$
REA] Outstanding at the
M ARTTE beginning of the year 3,790,000 0.64 3,790,000 0.64
FRNZI Forfeited during the year (251,000) 0.64 = =
FRTTEE Exercised during the year
(P&ED (note i) (1,248,000) 0.64 = =
RER Outstanding at the end
W ARITIE of the year 2,291,000 0.64 3,790,000 0.64
RER Exercisable at the end
AJ1T{E of the year 533,500 0.64 758,000 0.64
Bt Note:

1,284,000 3 B 1A T{E(B /% 0.64 57T 2 HEAR 1
BEFATE(CZENF  8) - REAFER
MARTTERBRE Z BT MRE A3
F(ZETNF  441F) °

BEAXEE

rEE

R|ER  BEREEEEREB 2 ERNAEN
T

29.

(i) 1,284,000 share options at the exercise price of HK$0.64 per
share were exercised during the year (2009: Nil). The options
outstanding at the end of the year have a weighted average
remaining contractual life of 3.1 years (2009: 4.1 years).

Capital commitments
Group

The Group’s capital commitments in respect of production
facilities at the reporting date are as follows:

—ET-EF —ZETNF
2010 2009
AR®TT ARBFIT
RMB’000 RMB’000

Y~ B K& Property, plant and equipment
B RTAE R B Contracted but not provided for 954 2,742
BEREERETA Authorised but not contracted for - 25,739
954 28,481

RAF Company

R_F-—ZFER_FFANF+_A=1+—8"

AN R BAE A AN A

o

104 RE{IERERDT

December 2010 and 20009.

TIANDE CHEMICAL HOLDINGS LIMITED

The Company does not have any capital commitments as at 31
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KEHE  AEERK ARREREWRFTR
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30. Operating lease commitments

Group - as lessor

As at 31 December 2010, the Group had future aggregate
minimum lease receipts under non-cancellable operating leases
as follows:

—g-25 —TTNG

2010 2009

AR®T T AREETIT

RMB’000 RMB’000

—FZN Within one year 523 487
RE—ZRAFAN(BEEEMRTF) In the second to fifth year inclusive 79 514
602 1,001

EARBEERERHT - BR@AT R T
B—E=ETE  HEBRK—RERAS L
HARES -

ARATEREHEA
R_E—ZTFR-_FTFNF+_A=+—8"
AR RWEEF A BHEECEHERERER
Ao,

REBIEREEA
R-ZB—FE+-A=+—0  REFATHM
KERE  ASEREMZBRREREN RS
R

Under operating lease arrangements of the Group, the leases
are negotiated for an average terms of one to three years. The
terms of the leases generally require the tenants to pay security
deposits.

Company - as lessor

The Company does not have any minimum lease receipts under
non-cancellable operating leases as at 31 December 2010 and
2009.

Group - as lessee

As at 31 December 2010, the total future minimum lease
payments by the Group under non-cancellable operating leases
payable are as follows:

— —ETNE

2010 2009

AR® T AREFTT

RMB’'000 RMB’000

—F 7R Within one year 264 320
NE_ZRFAN(BFEEERSE) In the second to fifth year inclusive 241 6
505 326

REHENKDEASEREETHAE
ENzEE  HRAKLAPRERTIER—E=FT
£ MREBAARNESEE - WA BHEERSK
AT ©

Operating lease payments represent rental payable by the
Group for certain of its offices. Leases are negotiated for an
average term of one to three years and rentals are fixed over
the lease terms and do not include contingent rentals.
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30. KEHEREE)
EATMEBEBA
RoZT—ZE+=A=+—8 - BB M
CBTE  AATIREMNZ ALSEREN RS

30. Operating lease commitments (Continued)

Company - as lessee
As at 31 December 2010, the total future minimum lease
payments by the Company under non-cancellable operating

FAE ¢ leases payable are as follows:
—E-ZF —ETNEF
2010 2009
ARBTT ARBETTT
RMB’000 RMB’000
—FE 7R Within one year 53 270
REEAFN(REEERTE) In the second to fifth year inclusive - 6
53 276

REBENFKDEARRREETHIEME
fele  BHMAHRFHR—F  MNE
BANEEEE - X TEFEEMIAEE

31 BEBARS

(@) RERN  AEBRAEHRLAGEETER
ERARARSNHEESL AR 174,000
T(ZZZTNF : ARM155,0007T)
MARRFTERITE BEMRADE
EIEREMERAREEESER LA
TEERTES -

by ETEEEABZMEFHBHRTHHRE
MfsEdd o

106 REATEZERBIRAR

Operating lease payments represent rental payable by the
Company for certain of its offices. Leases are negotiated for an
average term of one year and rentals are fixed over the lease
terms and do not include contingent rentals.

31. Related party transactions

(@) During the year, the Group had rental payment of
approximately RMB174,000 (2009: RMB155,000)
to Weifang Tianhong Corporate Management and
Consultancy Company Limited in which all the executive
Directors of the Company have beneficial interests and
can exercise significant influence.

(b)  The remuneration of key management personnel are set
out in note 11 to the financial statements.

TIANDE CHEMICAL HOLDINGS LIMITED
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32. MK EkREE 32. Financial risk management

AEEEH 2 WHRREH - mERR(BREE
BRERENZER) - FERRRRBERR
AEEzBERAREEAZEERTIS DA
FBRIZEE - BRBERE ALY AREN
REERZAEMPE - NKE B [ EAE A
XHREBREERRIIES - T8 EFEETEH
HIZEREEAMETIZEEERNAE
BAZ A B2 ) FE B B M B R U A PR B M RS

AEEYRRREENMETUHEEE - TR
B E B - REEART &K E AR BER
FET Skl o thoh - MR 32(v) A LA RI B D
MPHEERAEBEME -

(i) IMNER
HRAEBEETEBRS  BEEMEBE
BT RETFE  MASEEESE T
HNEE R B o 7N £5 B35 B 37 4 kL i O BE
R BENBESIEINE L HHE -
AEEBEZYEREIINERR  wEE
BERE R ZRERERINERLE ©

RZE—ZTFF+_A=+—H AR
B S S TT R ETLMIE B TR EF 5%
FrEHMAISERAREITTE  AAEE
F R R B R =8, w4
AR¥E1,249,000 L (ZZEZNF : AR
#£823,0007T) * EB R E UFEITLAEN
Z SRR ME K i B 1R o

RE-TTAE+-A=+—BILES
{081 B 9 L ) B 17 TS AR
LRS-

The Group is exposed to financial risks: market risk (including
currency risk and interest rate risk), credit risk and liquidity
risk. The Group’s overall risk management focuses on
unpredictability of financial markets and seeks to minimise
potential adverse effects on the Group’s financial performance.
The Group currently does not have any written risk management
policies and guidelines. However, the Directors meet periodically
and cooperate closely with key management to analyse and
formulate strategies to manage and monitor financial risks.

The Group is not engaged in the trading of financial assets
for speculative purposes nor does it write options. The most
significant financial risks to which the Group is exposed are
described below. See also note 32(v) for a summary of financial
assets and liabilities by category.

(i) Foreign currency risk

The Group has exposure to foreign currency risk as certain
of its business transactions, assets and liabilities are
denominated in HK$ and US$. The Group currently does
not have a foreign currency hedging policy in respect of
other foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency exposure
closely and will consider hedging significant foreign
currency exposure should the need arise.

As at 31 December 2010, if the RMB had weakened/
strengthened 5% against HK$ and US$ with all other
variables held constant, the Group’s profit for the year
and retained profits would have been approximately
RMB1,249,000 (2009: RMB823,000) higher/lower,
arising mainly as a result of the foreign exchange gain/
loss on trade receivables denominated in US$.

The sensitivity analysis included in the financial
statements for the year ended 31 December 2009 had
been prepared on the same basis.
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(i) FIEEE
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For the year ended 31 December 2010

32. Financial risk management (Continued)

(i) Interest rate risk

The Group’s exposure to interest rate risk for changes
in interest rates relates primarily to the Group’s floating
interest rate borrowings. The Group has not used any
derivative contracts to hedge its exposure to interest
rate risk. However, management monitors interest rate
exposure and will consider hedging significant interest
rate exposure should the need arise.

Sensitivity analysis

The following table illustrates the sensitivity of the
Group’s profit for the year and retained profits to a
possible change in interest rates of +/— 0.5% (2009:
+/— 0.5%), with effect from the beginning of the year. The
calculations are based on the Group’s financial assets
and liabilities held at the reporting date. All other variables
are held constant.

rEH RAF]
Group Company
FERARREEF FERANRREEF

Profit for the year and
retained profits

Profit for the year and
retained profits

AEETT ARETT
RMB’000 RMB’000
+0.5% -0.5% +0.5% -0.5%
“T-TF+-A=+—H
31 December 2010 (314) 314 47 (47)
“EENF+ZA=+—H
31 December 2009 (462) 462 4 (4)

REHBAITHRHNBREME  RENH
REBHRIEASBA IR - W A{E
REEBHMERARE+ @A BEN
BRI B AIER AT o

HE_ZTTNF+_A=+—HILFE
#Y B 75 R 3R P B RO B E D AT Th R AR R
HERE -

108 RECTERBRQE

The assumed changes in interest rates are considered to
be reasonably possible based on observation of current
market conditions and represents the management’s
assessment of a reasonably possible change in interest
rate over the next twelve months period.

The sensitivity analysis included in the financial
statements for the year ended 31 December 2009 had
been prepared on the same basis.

TIANDE CHEMICAL HOLDINGS LIMITED
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(iii)

(iv)

FERE

FIRERE TGN KR RIRTT MRS AR -
BRI - EBIREE R HEAME KGR
MEREE  BEREAKERATMBEE
AENRREERR - RITEMEEE
HHEERRER  REARYFTHHES

SEEFE -

AEBDHERE - WERAABRERE
Bk EFHEEm °

AEEVESANEESTER 56
EROBEZEEEREFH - A &
FRFEMEZAFE  h=FT—TF
+ZA=+—HESEUENGI%(=F
THE :62%) - A REEERR
EEERBNELBMERNEZRS
Mg KMREERPRE S ROE
ERk o

B B

EEERBUERRE  AREEERR
MBEEER/RRARNRASMASEE
HE FRAKEZEMFENES U
EifEReRERPNTE  TARED
ErEmEARERORSRERALY
BEERBENIIHES -

MR ANEE 8RB RT B B AN SRITH
ERRBEA  ATHAKERBRERF
EE BEFERA FERAKEBERAR
MBEBEERARTREREK  NEE
BERHNEERS - BRARNB AT
T AEEKBBRTEEEREREE
EHEEHRR o

HE-Z

—ZF+= A=+—HILFJZ For the year ended 31 December 2010

32. Financial risk management (Continued)

(iii)

(iv)

Credit risk

The carrying amount of the bank and cash balances
and trade, bills and other receivables included in the
consolidated statement of financial position represented
the Group’s maximum exposure to credit risk in relation to
the Group’s financial assets. The credit risk on bank and
cash balances is limited because the counterparties have
high credit ratings.

The Group has policies in place to ensure that sales are
made to customers with an appropriate credit history.

The Group has no significant concentration of credit risk
with exposure spread over a number of customers and
counterparties. However, the geographical location of
customers is mainly on the PRC which accounted for 64%
(2009: 62%) of the trade receivables as at 31 December
2010. In order to minimise the credit risk, management
will endeavor to build an extensive customer base that
spread over the world, which can minimise the credit risk
by geographical location.

Liquidity risk

In the management of the liquidity risk, the Group
monitors and maintains a level of cash and cash
equivalents deemed adequate by management to
finance the Group’s operations and mitigate the effects
of fluctuations in cash flows, by continuously monitoring
forecast and actual cash flows and matching the maturity
profiles of financial assets and liabilities.

As the Group has short term bank borrowings which could
be renewed on an annual basis at the discretion of the
Group within limit approved by banks, the Directors are
of the opinion that, taking into account the presently
available facilities and internal financial resources of
the Group, the Group has sufficient working capital for
its present requirements. The Group relies on bank
borrowings as a significant source of liquidity.

—E-BEFR ANNUAL REPORT 2010 109



Bt #4715+ Notes to the Financial Statements

HE-ZT—ZF+—-A=+—HILFE For the year ended 31 December 2010

32. BIBEAKER (&) 32. Financial risk management (Continued)
(iv) mBEHEREREE) (iv) Liquidity risk (Continued)
TERBMIRE AREBA RS THIEDT The table below summarises the maturity profile of the
EMBEEDEHER non-derivative financial liabilities based on contractual

undiscounted payments:

=EAR Z@RE
REER —FR RERETE
Within Between —ZHER Total BREE
3 months or 3 months to Between 1  undiscounted Carrying
on demand 1 year to 5 years amount amount

ARETT AR®TT ARETE ARBETT ARETR
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

KEH Group
—ZE-FF 2010
2SN - JERNZ  Trade, bills and other

R EL A e FRIE payables 56,424 28,258 - 84,682 84,682
RITEE Bank borrowings 1,288 50,336 44,035 95,659 89,900
&3r Total 57,712 78,594 44,035 180,341 174,582
—ETNF 2009
B S EMNEE - JEfZ3E  Trade, bills and other

R E A S Z0E payables 56,494 17,880 - 74,374 74,374
RITEE Bank borrowings 35,819 77,634 46,039 159,492 149,169
At Total 92,313 95,514 46,039 233,866 223,543
AT Company
—T-TF 2010
H A fE 1 5018 Other payables 388 - - 388 388
EEr Total 388 - - 388 388
—TENF 2009
H A fEFRIA Other payables 308 44 = 352 352
FEATF B A 7] Amounts due to

WA subsidiaries 72 - - 72 72
&t Total 380 44 = 424 424

110 REATEZERBRAR TIANDE CHEMICAL HOLDINGS LIMITED
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32. BIKEKRER(&Z

v)

32. Financial risk management (Continued)

RENE WM KEEREEHME (v) Summary of financial assets and liabilities by
category
AN RN ZE—EFER_ETNF The carrying amounts of the financial assets and liabilities
TZA=T—BERANUBEEREE recognised as at 31 December 2010 and 2009 may
HEBEEREUANTSE - ERAE BT % also be categorised as follows. See notes 3(i) and 3(l)
TEMBRMAZEEENGE  F2 for explanations about how the category of financial
BB 5E 3(i) M 3(1) IR PR © instruments affects their subsequent measurement.
rEE ADF
Group Company
—E-EF ZTTHEF —E-%F ZTTNF
2010 2009 2010 2009
ARETR ARETT ARETR ARETT
RMB’000 RMB’000 RMB’000 RMB’000
BEE Financial assets
B REWIE :  Loans and receivables:
- B SRR - Trade receivables 82,427 59,402 - _
- B ER — Bills receivable 34,906 51,545 - =
- H e s — Other receivables 51,945 22,155 322 242
- BEMETER - Pledged bank deposits 10,500 - - -
-7 RIEL4% - Bankand cash balances 42,383 16,758 17171 1,681
- KB AR — Amounts due from
EQE subsidiaries - - 189,455 191,188
- BUREE — Dividend receivables - = 86,558 100,557
222161 149,860 293,506 293,668
BisEE Financial liabilities
RESER AT 2H)  Financial liabilities measured
BsaE: at amortised cost:
- BIEMNK — Trade payables 21,557 23,767 - =
- ERER - Bills payable 3,000 - - =
- HibpER A - Other payables 60,125 50,607 388 352
- RITEE ~ Bank borrowings 89,900 149,169 - =
- BB AR — Amounts due to
R subsidiaries - _ _ 72
174,582 223,543 388 424
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34.
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AEESERKERANESH R ELEEN
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33. Capital management

The Group’s capital management objectives are to ensure
the Group’s ability to continue as a going concern and to
provide an adequate return to shareholders by pricing goods
commensurately with the level of risk.

The Group manages the capital structure and makes
adjustments to it in the light of changes in economic conditions
and the risk characteristic of the underlying assets. In order to
maintain or adjust the capital structure, the Group may adjust
the amount of dividends paid to shareholders, issue new
shares, return capital to shareholders, raise new debt financing
or sell assets to reduce debts.

The Group monitors capital on the basis of the debt-to-equity
ratio. This ratio is calculated as set out in the table below.

The debt-to-equity ratio at the reporting date was as follows:

rEE
Group
—E-ZF ZETNF
2010 2009
ARBT R ARBT T
RMB’000 RMB’000
B Borrowings
- B — Current 59,900 107,169
- 3ERE — Non-current 30,000 42,000
W BRI RBS &SRB Less: Bank and cash balances and pledged
RITIER bank deposits (52,882) (16,758)
B 55 Net debt 37,018 132,411
AR Total equity 527,515 387,948
BERERE R Debt-to-equity ratio 7.02% 34.13%
WERARSEE 34. Events after the reporting date

RZZ-ZF+_A+H ARAEBYE=
TR EBZBERE LR ELCTARAR (A
REFEEMKLZZ BRAF]) 2 2 HRERE
BEENRNIZBEME R_ET——F=AF
B EBRBEERRIDABLIEX G &
ERECHZAR ERNAHEZERKBER
Z#E  EERARRNFINR-_T-TF+ =
ATBER=ZZE——F=ATHFE2RE-

RECTERERDE

On 10 December 2010, the Company and the independent third
party entered into a non-legally binding letter of intent in relation
to the proposed acquisition of the entire equity interests on
Shandong Haiheng Chemical Limited, a company incorporated
in the PRC with limited liability. On 10 March 2011, as the
Company could not reach any formal agreement in respect
of the proposed acquisition after the expiry of the exclusive
period, the letter of intent has lapsed. Details of the proposed
acquisition are set out in the Company’s announcements dated
10 December 2010 and 10 March 2011.

TIANDE CHEMICAL HOLDINGS LIMITED
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