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Condensed Consolidated Income Statement

AEETERARAA ([ARF])
Ex([Ex))lRzE=zg ([E=F
GMASEMH  ARARENERA
(IREEDBEE-_T——F A=+
BLERNEAZAREELZBAZEEE
BER T -TFERAZLBRET
Ko B AP FELAT

The board (the “Board”) of directors
(the”Directors”) of Tiande Chemical Holdings
Limited (the “Company”) is pleased to announce
the unaudited condensed consolidated results
of the Company and its subsidiaries (the
“Group”) for the six months ended 30 June 2011
together with the comparative figures for the
corresponding period in 2010 and appended the
notes as follows:

BEAXA=1THLAEAR

Six months ended 30 June

—E——f —E—TF

2011 2010

M AR®TFR ARBETFTT
Notes RMB’000 RMB'000

(REEERZ) (REE&EZ)
(Unaudited) (Unaudited)

EER Turnover 4 457,861 393,941
SHE AR Cost of sales (347,309) (296,464)
EF Gross profit 110,552 97,477
EMUA Other income 4 2,186 1,858
HEMZ Selling expenses (11,010) (10,195)
THRAX Administrative expenses (15,400) (13,035)
Hih & &5 Other operating expenses 5 - (26,814)
B 7 B AR Finance costs 6 (3,336) (4,045)
bR BT 1S B AR 7 Profit before income tax 7 82,992 45,246
Fr {535t B X Income tax expense 8 (16,497) (6,331)

RATEEHR AE(LZA Profit for the period

B4 A attributable to the
owners of the Company 66,495 38,915

gEETE AR T A A Earnings per share for
TE(EREPS RS profit attributable to the
ZE/REF owners of the Company

for the period

—HK — Basic

10 AR¥0.079%t ARK¥0.0497T
RMBO0.079 RMBO0.049

—#5E - Diluted

AR#%0.079t AR%0.0487T
RMB0.079 RMBO0.048




Interim Report 2011 Tiande Chemical Holdings Limited

HHEAEEEKRAR
Condensed Consolidated Statement of Comprehensive Income

BEXA=+HLAMEA
Six months ended 30 June

—2-—fF T —TF
2011 2010
AR® T AREFT
RMB’000 RMB'000
(REEER) (RE&EZ)
(unaudited) (unaudited)
7K B3& 7 Profit for the period 66,495 38,915
Hih2mEl = Other comprehensive
income
HEGINERBIEIRAR  Exchange loss on translation
EEXCENESR of financial statements of
foreign operations (372) (66)
ARERE fih 2 E Other comprehensive
income for the period (372) (66)
KAEER AEIS Total comprehensive income
A 2HE KRBT for the period attributable
to the owners of the
Company 66,123 38,849

5
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Condensed Consolidated Statement of Financial Position

—E——fF T -TF
AA=tH +=—A=+—H
30 June 31 December
2011 2010
B at AR%T T AREFT
Notes RMB’000 RMB'000
(REER) (EEZ)
(unaudited) (audited)
EEHEE ASSETS AND LIABILITIES
kRBEE Non-current assets
Y- BB & Property, plant and
B equipment 11 390,827 379,930
L AE Prepaid land lease
FIE payments 55,941 56,587
REME Investment properties 11,710 11,710
EEWE. Deposits paid for
BB RE#EZ acquisition of
EfET& property, plant and
equipment 1,381 1,088
RERIEEE Deferred tax assets 94 126
459,953 449,441
REEE Current assets
FE Inventories 73,426 65,364
5 R R Trade and bills
JE W 2R 55 receivable 12 139,506 117,333
ENRER Prepayments and
H b fE WGGRIE other receivables 23,094 53,238
MBHEBEEE Current tax assets 1,029 1,029
BEHEFRITER Pledged bank deposits = 10,500
IRITHIE S &8 Bank and cash balances 101,246 42,382
338,301 289,846
REBAE Current liabilities
BIRMNER Trade and bills
BN EE payable 13 19,825 24,557
ERAREERKR Accruals and other
Hofth JE S R payables 60,849 67,686
RITEE Bank borrowings 79,000 59,900
mERIABE Current tax liabilities 10,671 8,703
170,345 160,846
RBEEFE Net current assets 167,956 129,000
HWEERRE Total assets less current
=N liabilities 627,909 578,441
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RS RN &

Condensed Consolidated Statement of Financial Position

—E——F —E—TF
AA=tH +=—A=+—H
30 June 31 December
2011 2010
B at AR%T T AREFT
Notes RMB’000 RMB'000
(REER) (EEZ)
(unaudited) (audited)
FREBEE Non-current liabilities
RITEE Bank borrowings 45,000 30,000
EIE U A Deferred income 17,301 18,671
EERBERE Deferred tax liabilities 2,280 2,255
64,581 50,926
EEFE Net assets 563,328 527515
= EQUITY
EAREERA Equity attributable to
Bz the Company’s owners
f& A Share capital 14 7,786 4,216
=] Reserves 555,542 523,299
B Total equity 563,328 527,515
B FFI
LIU HONGLIANG WANG ZIJIANG
EF =

Director Director

7
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Condensed Consolidated Statement of Cash Flows

BEAA=+HLEXEA
Six months ended 30 June

—E——fF T -TF
2011 2010
AR®T T ARMF T
RMB’000 RMB'000
(REERZ) (ReEEZ)
(unaudited) (unaudited)
REEEMBZ Net cash generated from
ReFE operating activities 88,464 78,565
REEBEEZ Cash flows from
RERE investing activities
BEWE- -KE R Purchase of property,
B4 plant and equipment (39,596) (30,155)
BEWE HWER Deposits paid for acquisition
Rz BN of property, plant and
A& equipment (293) (1,110)
BEYE -BE R Proceeds on disposal
BBz B HE of property plant and
equipment 69 _
EERIRITF K Decrease in pledged
R bank deposits 10,500 -
B FIE Interest received 165 33
REEBEMAZ Net cash used in
BEFEH investing activities (29,155) (31,232)
MEXBEEZ Cash flows from
HRERE financing activities
EHH&%\ Dividends paid (32,012) (8,800)
[SEREY P Interest paid (3,356) (3,994)
BRI Repayments of bank
borrowings (32,224) (48,469)
%ﬁi‘ﬁfﬂ%% New bank borrowings raised 66,324 17,900
BT Z FTY Net proceeds from
FEE issue of shares 1,183 702
MEEKMAZ Net cash used in financing
BEFHE activities (85) (42,661)
ReRhESLEEER Net increase in cash and
B nFE cash equivalents 59,224 4,672
HAOZHER Cash and cash equivalents
HeZE@EER at the beginning of
the period 42,382 16,758
NEEZSEH Effect of foreign exchange
2 rate changes (360) (66)
HARZHER Cash and cash equivalents
ReZE@EER at the end of the period 101,246 21,364
HeRELEEER Analysis of balances of
L Ak cash and cash equivalents
BT RB L8 Bank and cash balances 101,246 21,364
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RS ERBE X
Condensed Consolidated Statement of Changes in Equity

HE-_T—FA=+HLA~EA
For the six months ended 30 June 2011

REEH
Unaudited
e
NEE( EMeRE  RALR  WEX
BE  REEE  BREE BBOES % pS: 3 i a% B RERA  RERE 3
Share- Foreign
Surplus  Property Public based Capital  currency
Share Share Special reserve  revaluation welfare  payment contribution translation  Retained  Proposed
capital  premium reserve fund reserve fund reserve reserve reserve profits  dividends Total

ARBTR ARMTT ARRTR ARMTR ARBTZ ARMTZ ARMTR ARRTR ARMTR ARRTR ARMTZ ARMTR
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000

Balance as at 1 January 2011

4,216 108,177 31182 30,144 1,359 633 530 4,162 (1218) 316378 32,012 521515

Dividends paid (note 9/ - - - - B - B - - - (32,012) (32,012)
Issue of shares upon exercise

of share options fnote 4/ 13 1,708 - - - o (543) - - - - 1183

Bonus issue of shares (note 14/
3,552 (3552) = = = = - - - = c -

Equity-settled share-based

payment expenses - - - - - - 3 506 - - - 519
Transactions with owners 3570 (1,844) - - - - (530) 506 - - (32012)  (30310)
Profit for the period - - - - - - - - - 66,495 - 66,495

Other comprehensive income
Exchange loss on translation
of financial statements of

foreign operations - - - - - - - - (372) - - (372)
Total comprehensive income
for the period - - - - - - @ © (372) 66,495 - 66,123
Balance s at 30 June 2011
7786 106,333 31,182 30,144 1359 633 = 4,668 (1650) 382,873 = 563,328

HE-_T—ZFXXA=1+HLEAHEA
For the six months ended 30 June 2010

AER
Unaudited
Wi
pES XZRE  AAHE SMMER
BE BBEE  SIRE BEOWE kS Dig Ei L #E  RE&EH B
Share- Foreign
Surplus Property Public based Capital currency Proposed
Share Share Special reserve  revaluation welfare payment  contribution  translation Retained final
capital ~ premium reserve fund reserve fund feserve reserve feserve profits  dividends Total

ARBTL ARBTL ARETR ARETR ARBTR ARBTL ARETR ARETR ARBTR ARZTR ARSTI AR&TR
RMB'000  RMB'000  RMB'OO0  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000

Balance as at 1 January 2010

4,031 89,544 31,182 18,807 1,359 633 726 3105 (739) 230,501 8,800 387048
Dividends paid (note 9/ - - - - - - - - - - 18,8001 8,800}
Issue of shares upon exercise
__ of share options 11 %87 - - - - (296) - - - - 70
k7 Equitysetled share-based
payment expenses - - - - - - 80 529 - - - 609
REEARS Transactions with owners " 987 - - - - (216) 529 - - (8,801 (7489
REER Profit for the period - - - - - - - - - 38915 - 38915
b 2ERE Other comprehensive income
REENE % Exchange loss on translation
EEZENER of financial statements of
foreign operations - = = = = = = = 66) = = (661
BR2ENEEE  Total comprehensive income
for the period - = = = = = = = (66) 38915 - 38,849

—24 Balance as at 30 June 2010

4082 90,531 31,182 18807 1,359 633 509 3,634 (805) 269,416 = 419,308
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BEE L L E:

Notes to the Condensed Consolidated Financial Statements

—RER MR E AR

AR R —EEREHSRER
ERBENRETMR I 2 EHRR
BRAR - ARRFEMFER
b1k & Cricket Square,Hutchins
Drive, P.O. Box 2681,Grand
Cayman KY1-1111,Cayman
Islands ° AR 8] Z IR 5D R BB
ERGMABARAE ([BAF])
ke

ARBDEBXEBR/REER - A
SETEXB R BENE
ERALIER-

REBSERERRRABERBR
LEBEMK Iz EEEEER

NGIR

FEEBE—Z——F A=+
BlEAREAZAREEXZHRE
ERHBBHRR ([ REEXE
RUBER]) DIRE B G
~E([BEgtmag]) Bk
ZERBEER(TEE G A
A1) 345 [ MBS 3R E | &
B s EmRR ([ LR
ADKET A2 BERARERTE
i 4w % -

General information and basis of
preparation

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, PO. 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 Group are research and
development, manufacture and sales of
fine chemical products.

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

The unaudited condensed consolidated
interim financial statements for the
six months ended 30 June 2011 (the
“Unaudited Condensed Financial
Information”) have been prepared in
accordance with Hong Kong Accounting
Standard (“HKAS"”) 34 “Interim Financial
Reporting” issued by the Hong Kong
Institute of Certified Public Accountants
(the “"HKICPA") and the applicable
disclosure requirements of Appendix 16
to the Rules Governing the Listing of
Securities on the Stock Exchange (the
“Listing Rules”).
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BEE L L E:

Notes to the Condensed Consolidated Financial Statements

—REBRRERRREE
()

AREZEAMBEMAL KRB
FEMBMRAFEZNAAEH
MR TEAAEERE—T
—EFFT_A=+-HIEFEZ
FREMBRER (2T -—TFE
FmE]) —HBE-

BRI TR RSB RT BB T 3R
SEA([FEHBHREEA])
(BREEBETMAGRMHME
A 28R E B M %R 2 A
(IBEBUBRESED]) FE
GRHEANRRE)IN RERE
ERERAMBERNRARAZE
ARRERH T -ZEENE
WA PTRIEE — B

REEZEAMBEERAARKE
(TARK D 27 ERAARRT]
ZENE L AEBTELET
REZYEEMEE R B HHH
I EZBRCOBREAR
BREAN T

ARELEAMBENCR -F
——FNAZTRAEEESH
T E

General information and basis of
preparation (Continued)

The Unaudited Condensed Financial
Information does not include all the
information and disclosures required in the
annual financial statements, and should be
read in conjunction with the Group's annual
financial statements for the year ended 31
December 2010 (the “2010 Annual Financial
Statements”).

The Unaudited Condensed Financial
Information has been prepared in
accordance with the same accounting
policies adopted in the 2010 Annual
Financial Statements, except for the
adoption of the new and revised Hong
Kong Financial Reporting Standards
("HKFRSs"), which collective term
includes all applicable individual Hong Kong
Financial Reporting Standards (“HKFRS"),
Hong Kong Accounting Standards and
Interpretations issued by the HKICPA.

The Unaudited Condensed Financial
Information is 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 thousands except
when otherwise stated.

The Unaudited Condensed Financial
Information has been approved for issue by
the Board on 26 August 2011.
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CEE L L EE:

Notes to the Condensed Consolidated Financial Statements

2. RIAMEIHERT BB
P& Al
BB HAR - A% g B 4R AR
BB R G BMZIATH
EREEETRA BT ARE
B OALEROEARRYE =2
——%F— A— A2 FEHR
2AREMBBEHRE AN

TR BHmE —T-TFYH

ZEA| &I 5 R
(EETA) Rl
#IEH
EF (BB URAT AR
mERE Hemas
ZE®)
—REF1957
BB gL S£@IA:
F3258 25—k
(EETA) sy |

BB GTER BBIEE
F245%

(#&1&357)

B8 (BEBRHE BHGER
mERE F1958 -4
ZEEg REBHNE
—REFE14E ENRH-

BREESH
FRMER
HEEA—
EHEREE
SREME
|

BR DA T SRR S - BRAN L SR AT
MBI BRABREENTE
REREERYE_T—TFEY
MR P RIE 2 SR HUR -

Adoption of new or amended
HKFRSs

In the period under review, the Group has
applied for the first time the following
new and revised 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 2011:

HKFRSs Improvements to
(Amendments) HKFRSs 2010

HK(IFRIC) Extinguishing financial
— Interpretation liabilities with equity
19 instrument
HKAS 32 Financial instruments:
(Amendments) Presentation —
Classification of rights
issue
HKAS 24 Related party disclosures
(Revised)
HK(IFRIC) HKAS 19 - The limit

— Interpretation on a defined benefit

14 asset, minimum
funding requirements
and their interaction
— Prepayments of a
minimum funding
requirement

Other than as noted below, the adoption
of these new and revised HKFRSs did not
change the Group's accounting policies
as followed in the preparation of the 2010
Annual Financial Statements.
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CEE L L EE:

Notes to the Condensed Consolidated Financial Statements

RN RAEERT BB Y
B s 28 (@)
BBHBREER (BT A) =
E-TEYUEBMBRERA
BEEE

BERIERE34% ChEHB
HE) ERERZELHEERA
BB - T A A Lk % R B E9 FE
A IMAEZEZEANLS
MPIF - BT AL EAREES
BECTHRBREABIIERE
BHBREEAETR I BEE
I8 o

B ST ERE245 (KBFT)
BB SR

FR g ERIF245% (KIEFT)
BB R T 2 €% INA]
AR 11 B2 BT X 2 [R) — BT T 42
B KRZEH R EEERZE
N2 BREETRS AIERD#H
8 %5 BUT SRR B8 (R RA R
TR

BEEEY EAEMHERERZ
AT RSERT BB s R
B AEE 2 %8RBI
NEEATE-

Adoption of new or amended
HKFRSs (Continued)

HKFRSs (Amendments) Improvements to
HKFRSs 2010

HKAS 34 Interim financial reporting
places greater emphasis on the disclosure
principles in the standard and includes
additional examples of material event and
transaction to illustrate the application
of these principles. In particular, the
amendment clarifies the need to include
HKFRS 7 disclosures in interim financial
statements.

HKAS24 (Revised) Related Party
Disclosures

HKAS 24 (Revised) 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 controlled or significantly influenced
by the same government.

The Directors anticipate that the application
of other new and revised HKFRSs but not
yet effective will have no material impact
on the results and the financial position of
the Group.
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CEE L L EE:

Notes to the Condensed Consolidated Financial Statements

3. pEER
HTEEDBAEEUTZREA
EQRREERT AEEDEH:

() BB R EEEER:
BOBENEERLER
HERER:

i) BEER GR MR
EREER

(i) ELBEKETFEM:
HOBEMHEERLER
HTHES:

(iv) HEEAMETER: 13-
HERMBEERBAOHLET
Em Rk

v EAEEmR: HEHEWBE

Em- flmzine

REDBIREHED ML EZE
BER MEBAETERE—
HEEEL -SR2DHADHAE
2 REAREEE S &R A
Pi 5 B9 B R DA R a5 HE B 75 2t
THER-MESESEHEERTD
2R REET B mSNRUER R B
1% i YR R -

Segment information

The executive Directors have identified the
following five product and service lines of
the Group as its operating 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;

(iii)  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.

The operating segments are monitored
and strategic decisions are made on the
basis of adjusted segment operating
results. 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.
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Notes to the Condensed Consolidated Financial Statements

DEER (&) 3.
RBE-_T——FXA=1+81

SEAR - AREERLZ DR
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Tiande Chemical Holdings Limited

Segment information (Continued)
During the six months ended 30 June
2011, there have been no changes from
prior periods in the measurement methods
used to determine operating segments and
reported segment profit or loss.

BE-B--FEXA=THLAER
For the six months ended 30 June 2011

RZEBR HIBR BRAR
HEEER BEER HTHER tIER  HitFER By
Cyanoacetic Chloroacetic
acid and acid and its Fine
its ester Alcohol derivative petrochemical Other
prod prod prod prod by-prod Total
AR%TR  AR®Tr ARETR ARMTR AR%Tn  AR%Tn
RMB'000 RMB’000 RMB’000 RMB'000 RMB'000 RMB’000
(REER)  (REER)  (REER)  (REER)  (REFR)  (REER)
g : Revenue:
RENREF From external
customers 413,630 26,130 4,309 9,396 4,39 457,861
BBz hFE Inter-segment revenue - 21,495 101,817 - 826 124,138
PERVE:PA¢: Reportable segment
revenue 413,630 47,625 106,126 9,396 5,222 581,999
2R P2 ER Reportable segment
profit 94,953 2,366 37221 1,615 954 137,115
2RI P EE Reportable segment
assets 338,783 17,101 81,064 20,464 73,156 530,568

15
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CEE L L EE:

Notes to the Condensed Consolidated Financial Statements

eI O7. SN = | | 1
3. DEEMR (&) 3. Segment information (Continued)
HE-T-Z5/A=THILAEA
For the six months ended 30 June 2010
BLER BLER BARK
EREER ERER ATHER IR  EftEER B8
Cyanoacetic Chloroacetic
acid and acid and its Fine
its ester Alcohol derivative  petrochemical Other
products products products products by-products Total
ABRETIL  ARMTT ARETR AR¥TR ARETR  ARETI
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(REEk)  (RBF%)  (REER)  (RERR) (REER)  (REER)
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
Wz Revenue:
RENREP From external customers 360,619 20,132 1,217 8,501 3472 393,941
AEHEz K& Intersegment revenue - 11,575 53,849 - 20,716 86,140
DE:DEpAe Reportable segment
revenue 360,619 31,707 55,066 8,501 24,188 480,081
DEE:V::94:7 V4 Reportable segment profit/
(B8) (loss) 77441 1519 7807 16,759) 3,291 73,299
A2RNHEE Reportable segment assets 265,914 19,469 56,726 26,339 73,985 442,433

HAEBEEEDAMET 2 &R
BHEAEENBHRERP 20
TEWBREIHRAT

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:

BEANA=tHILAEA

Six months ended 30 June

—E——F —E—TF

2011 2010

AR®T T AREFIT

RMB’000 RMB'000

(REEERZ) (REEZ)

(unaudited) (unaudited)

A 2o ez W Reportable segment revenue 581,999 480,081
D SR 2 Wz Elimination of intersegment

revenue (124,138) (86,140)

EE K E Group revenue 457,861 393,941
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CEE L L EE:

Notes to the Condensed Consolidated Financial Statements

3. »

DH

BER (&) 3. Segment information (Continued)

ZXA=t+HLEKXEA
Six months ended 30 June

—E——F —E-TF
2011 2010
AR T ARETTT
RMB’000 RMB'000
(REEERZ) (RE&EZ)
(unaudited) (unaudited)
AT 23 HE 2% F  Reportable segment profit 137,115 73,299
REWEMRSL WA Rental income from
investment properties 274 236
I i 4 H AR D Equity-settled share-based
Y ZFERT payment expenses (519) (609)
B 75 B AN Finance costs (3,336) (4,045)
TNz Corporate unallocated
JJ:%HSZ/\ income 491 193
Tz Corporate unallocated
m%?ﬁﬁ expenses (15,096) (12,995)
v sl o Elimination of inter-segment
gl profit (35,937) (10,833)
Bk BT 15 756 A g 1) Profit before income tax 82,992 45,246

17
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CEE L L EE:

Notes to the Condensed Consolidated Financial Statements

4. EFEHRHMKA 4. Turnover and other income
AEBEXHERAAEEETEER Turnover of the Group, which is the
2 Wgs - T EFEREBNE revenue from the Group's principal
R HMUY AT activities, and other income recognised

during the period are as follows:

BEAA=1+HLXEA
Six months ended 30 June

—E——fF —T—TF
2011 2010
AR T ARETTT
RMB’000 RMB'000
(REBERZ) (RE&EZ)
(unaudited) (unaudited)
B Turnover
HER LB R Sales of cyanoacetic acid and
ERSEE @ its ester products 413,630 360,619
HEEHESD Sales of alcohol products 26,130 20,132
HERALE R Sales of chloroacetic acid
HETFEM and its derivative products 4,309 1,217
HE B AR Sales of fine petrochemical
L TESR products 9,396 8,501
HEHMBIER Sales of other by-products 4,396 3,472
457,861 393,941
Heth g A Other income
BT 435 B Government grants 176 199
F 2 WA Interest income 165 33
R RE R A B [ Release of deferred income 1,370 1,370
e WA Rental income 274 236
MIEWA Sundry income 201 20

2,186 1,858
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5.

Hi g Emx Other operating expenses
BZEARA=1+HLA<MEA
Six months ended 30 June
—E2——F —ET-TF
2011 2010
ARBT T AREFT
RMB’000 RMB'000
(REER) (RaesEz)
(unaudited) (unaudited)
%ﬁﬁﬁzm Write-off of property, plant
% R = K 5% and equipment in relation
Z?vh’ﬁlﬁi% (H1ai) to the removal (note i) = 9,394
WiEBEM (#iti) Removal expenses (note i) - 3,300
W BE K Impairment loss on property,
BB REEBE plant and equipment
(Ktatii) (note ii) - 14,120
- 26,814
HiaE - Notes:

(i)

(i)

RZZEZNFXA+ZB LE#
Ui ERE R MBI RRBRADA
ZEEEANBLRSHTRELS
BRAR (MM R )2 W
WA SR E =08+ (58 [
E4i ZETHEE L]
[+i2) B [+#3]) 2 iR
o2k TS REEHEHDR
—ETAFEK -RBE-T—T
FEXRA=ZTAILEANEA BRAS
BERBEN T EZ 4 ERN

AREFE X AR 9,394,000 24
¥ WERSHDMER  AEBELY
AR¥3,300,00070 2 #§iE & ARER

RBEZZ-ZTFXA=ZTHLER
A zE%-
REE_T—TFSA=THIERN

@A %% BB KR M2 BREDFE
AR 2= T U] B - T R E T
@ H2REEREARL
TEMZAERBELZRRRAS
IR

(i)

(i)

On 12 June 2008, Shandong Weifang Economic
Development Zone Planning and Construction
Bureau issued a resumption notice to Weifang
Common Chem Co., Ltd. (“Weifang Common”),
an indirectly wholly-owned subsidiary of the
Company, in respect of the resumption of land
use rights of three pieces of land (collectively
referred to as the “Land”, which include “Land
1", "Land 2" and "“Land 3"). The disposals of Land
2 and Land 3 were completed in 2009. During
the six months ended 30 June 2010, property,
plant and equipment with net carrying amount of
approximately RMB9,394,000 were written off due
to the removal of production facilities of Weifang
Common erected on Land 1. The Group also
recognised the removal expenses of approximately
RMB3,300,000 in profit or loss for the six months
ended 30 June 2010.

During the six months ended 30 June 2010,
the net carrying amounts of property, plant and
equipment were reduced to their recoverable
amounts which were determined by reference to
the estimation of future cashflows expected to be
generated from the respective assets in relation to
the production of fine petrochemical products.
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Notes to the Condensed Consolidated Financial Statements

6. WIFEA 6. Finance costs
BZEARA=+HLAMEA
Six months ended 30 June
—E——F —E—TF
2011 2010
AR® T AREF T
RMB’000 RMB'000
(REEERZ) (RE&EZ)
(unaudited) (unaudited)
AT&IEZ Interest charges on:
FEHX:
—RAFRNEHE - Bank loans wholly
BEZiRTT repayable within
% five years 3,336 4,024
—BhIREE — Discounted bills — 21
3,336 4,045

7. BRETSHAT R T

7. Profit before income tax

BEASA=tHLEAEA
Six months ended 30 June

—E——fF —E-EF
2011 2010
ARE T ARBFIT
RMB’000 RMB'000
(REER) (REEZ)
(unaudited) (unaudited)
bR PTS B Al Profit before income tax is
EF kR arrived at after charging/
(5T A) - (crediting):
EEWe Directors’ remuneration
—HE - Fees 158 139
— ¥ & MoERM - Salaries and allowances 1,576 1,140
—iRIKTEFIET & - Retirement benefit
HR scheme contributions 36 31
1,770 1,310
Hi B TR A Other staff costs 19,074 14,462
RIRAEFFHEIEFL Retirement benefit scheme
contributions 1,204 1,023
% 4 45 H AR 1D Equity-settled share-based
Y ZFIERY payment expenses 519 609
@WE TR Total staff costs 22,567 17404
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7. BRETBH AR T

(&) 7.

Tiande Chemical Holdings Limited

Profit before income tax (Continued)

BEXB=1+HLAEA
Six months ended 30 June

—E——F T -TF
2011 2010
AR¥T T ARMF T
RMB’000 RMB'000
(REER) (ReEEZ)
(unaudited) (unaudited)

FEA LM ERTE  Amortisation of prepaid land

iy lease payments 647 647
MREBHEZ Z7FE  Cost of inventories

RA (Bt ati) - recognised as an expense

BIE: (note i), including: 339,406 290,459

—GFEEERE — Write-down of

ZAEEF inventories to net

(] realisable value 1 1,389
—-FEEERE — Reversal of write-down

B EHF of inventories to net

18,2 5] # realisable value

(Ktatii) (note ii) (553) (356)

W BB Depreciation on property,

R E plant and equipment 19,791 18,631
FEHBXR Exchange losses, net 478 244
EBEEELHHEE  Minimum lease payments

FRLEEHET under operating leases in

7 &K EHIE respect of leasehold land

and building 278 300

REMERE Outgoings in respect of

investment properties 37 39

e gz Research costs 852 540

£ % 7B AH A 2 Write-off of property, plant

- BER and equipment in relation

% 80 AR to the removal

(K1#£5) (note 5) - 9,394
WMiEE M (#725) Removal expenses (note 5) = 3,300
ME - BE & Impairment loss on property,

HEREEE plant and equipment

(B75t5) (note 5) - 14,120
Vit Notes:

(i) FTERAPBEHARE (i) Cost of inventories includes approximately
18,607,000 (BHE-—T— T4 RMB18,607,000 (Six months ended 30 June 2010:
NE=Z+HLEAER: ARK RMB15,988,000) relating to depreciation expenses
15,988,0007T) Z HHEAFT ERM S & and approximately RMB16,052,000 (Six months
#) N R #16,052,0007T (B2 =% ended 30 June 2010: RMB12,588,000) relating to
“BEXA=LRIEABEA:A staff costs.
§M12,588,000ﬁ)2 BRI E TRk

(ii) FTEEBEZRESEENARKE (ii) The write-down of inventories of approximately
553,000C (BE—_ZT— T4 ~A RMB553,000 (Six months ended 30 June 2010:
=+ HiE1f A : AR#¥356,000 RMB356,000) was reversed as the market price of
T)EER RREAMEEN TS these inventories was increased during the period.
BREHANBF -

21
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8.

FTE M= Income tax expense
BEAA=1+BLEAXEA
Six months ended 30 June
—E——F —T—TF
2011 2010
AR T ARETTT
RMB’000 RMB'000
(REER) (RE&EZ)
(unaudited) (unaudited)
BVEARE 1 — Current tax — People’s
REAREME Republic of China (“PRC")
(ThE]) Enterprise Income Tax
PS5 16,440 7,674
PR IE T IE Deferred tax 57 (1,343)
16,497 6,331

MR AEEZ WAL FEERBE
ERKEBD MAEFELEL
MELRE (B2 -2 —2FX
A=+HIEXREA:#&) -

YR % R EHRS(CRERD
=1 ([ 41 ¥ ] ) 78 4 1 8 A4 P
2B EFEHE5% (BE
—E-TFXASHAILEAHE
B 5 FI%  25%  MTIAST
12.5% ) 8 4 o B 1 22 T 19 Bt -

EEEIE THRAREREE
HEz ESHERFTEERRE
24% (BE-_ZT—TF A=+
B8 A 22% ) &b B
ESSECYIR

No provision for Hong Kong Profits Tax has
been made as the Group's income neither
arises in nor derives from Hong Kong (Six
months ended 30 June 2010: Nil).

Weifang Common and Weifang Parasia
Chem Co., Ltd. ("Weifang Parasia”) are
subject to PRC Enterprise Income Tax at
the rate of 25% for the period under review
(Six months ended 30 June 2010: Weifang
Common: 25%, Weifang Parasia: 12.5%).

Shanghai Dehong Chemical Company
Limited is subject to PRC Enterprise
Income Tax at the rate of 24% for the
period under review (Six months ended 30
June 2010: 22%), being the preferential tax
rate in Shanghai Pudong New District.
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gtz (&)

RIEAE R BARIAR - H A
BARBLEIERAR ([HHE
BAERESTHREETERM
HEBBESR 2B LHBEE
B AEBREEERNFER
B2 emEFERESH H
1% = 4 BIIA] = A 50 % i AT &R,
BoENEREHEENFE -
MBS REBENM EER
R126% (BEE T —ZTF A
=+ HBIEXNEA125%)5F
B TS VRS -

MY E G IS BT AL - LARRE
AUEERERETRE BETH
MEacBEMBEEZ AESRREE
it ZHHER SR RFE
REBLEWRA - AREETED
RZZEZEF+A=1+—H%
B - B IR R R A R & E n] F A
FHEEERABRTES -5H
IWAREBTEE FEATR
i o

Income tax expense (Continued)
Pursuant to the relevant laws and
regulations in the PRC, Weifang Binhai
Petro-Chem Co., Ltd. (“Weifang Binhai”)
is eligible for certain tax holidays and
concessions in the PRC. The tax holidays
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
Binhai at the preferential rate of 12.5%
for the period under review as this is the
fourth profitable year (Six months ended 30
June 2010: 12.5%).

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 profit or loss over
the useful lives of the relevant assets. Such
income is taxable for the year in which it is
released to profit or loss.
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10.

FhE

BGEEEHWEEJ HE_ZT-ZTF
T A=+ —RIEFEZRPK
B ATRS.OBI (BHE=-Z—
TEXAZ+THIERNEA:25
AL - 4 A R 28,455,000
E(ai T — TfE/\)E] +
H ik~ 18 B : AR #%8,800,000
L) RERREAEFTRIOE
(22— F A=+
HIEANEA &) EHARE
35570007z(ﬁi T F
/\ﬁf+E|¢/\1 )E] /4?{1\) %
AR B BRI A AR AR
ﬁo

§$T§$ EAMBE—T——FX

=+ B LR E A R E AR
ng(%z?t T-FFEXRNA=T
BLIERER &) -

A
SIREARHERFITIREAT
BEEHE

10.

Dividends

During the period under review, a final
dividend for the year ended 31 December
2010 of 8.0 HKcents per share (Six
months ended 30 June 2010: 2.5 HKcents
per share), amounting to approximately
RMB28,455,000 (Six months ended 30
June 2010: RMB8,800,000) and a special
dividend for the year ended 31 December
2010 of 1.0 HKcent per share (Six months
ended 30 June 2010: Nil), amounting to
approximately RMB3,557,000 (Six months
ended 30 June 2010: Nil) were paid to the
shareholders of the Company.

The Directors do not recommend the
payment of any interim dividend for the six
months ended 30 June 2011 (Six months
ended 30 June 2010: Nil).

Earnings per share

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

BEAA=ZTHLEREAR

Six months ended 30 June

—E——fF —E-TF
2011 2010
AR T AREF T
RMB’000 RMB'000
(REEERZ) (RE&EZ)
(unaudited) (unaudited)
BETESREAARK  Profit for the period
BERAmME 2 attributable to the owners
KATHEA A of the Company for the
JE A 75 B 34 A purposes of basic and
diluted earnings per share 66,495 38,915
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10. Earnings per share (Continued)

EEREE
Number of ordinary shares
BEXA=THLEAEA

Six months ended 30 June

—E——F
2011
TR
‘000 shares

(REERK)

(unaudited)

—E-FF
2010

T’

‘000 shares
(REsEZ R
BE5)
(unaudited
and restated)

MEATEGRER Weighted average number

AFmEZ of ordinary shares for the

3 AR purposes of basic earnings

T per share 845,571 800,992
BELERZ Effect of dilutive potential

Bege: ordinary shares:

B I i Share options 856 1,520

R EGRES Weighted average number

ANWmEZ of ordinary shares for

& B AR hn the purposes of diluted

T earnings per share 846,427 802,512

HE-_Z——FNA=Z1+HIL
NERZEREARREF  THRIE
AABEBAELBBESR[™Z
S AR #66,495,0007T (B =
—E-TEXA=+THIEANE
B : AR #38,915,0007T) & O
BAEAR 2 B 817 @ AR g
¥9%(845,571,0000% (B ZE - &
—ZEFXNAZTHIEANEA:

800,992,0008% ) 5+ & - review.

The calculation of basic earnings per share
for the six months ended 30 June 2011
was based on the profit attributable to the
owners of the Company of RMB66,495,000
(Six months ended 30 June 2010:
RMB38,915,000) and on the weighted
average of 845,571,000 (Six months ended
30 June 2010: 800,992,000) ordinary
shares in issue during the period under
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10.

1.

SREF &)
BE_Z2——FXXA=+81t
NERZEBREERT  THiRIE
RAREE AE(ROEBEMZ
%A AR #66,495,0007T (=
—E-TFENAZ+THIENE
A AR %38,915,0007T) & [E
BAEIR 2 B 817 @ AR E
¥ #1846,427000% (B & - =
—ZEFXA=Z+THIEANEAR:
802,512,0000% ) 5+ & © :Z It F
BRI E TR E R EF AT
BzREBEMN ERETEEARF
FTEBRERIEAASTNAE
15 F 31T 2 EBAR INAE T 8
856,000f% (B E =T —ZFF <
AB=+H8I1<1@A:1,520,000
f&) FTi5 e

HETHERERREERFNE
ZEBBIMEFHHEORE_—F
——FRA-TERETZET
A EHRE-

ER Y
REBEE-_Z——FA=1+H
EREA REBMBAHAR
#30,600,000C (HZ2=—F—=F
FRNAZFTHIERNEA AR
#39,100,00070) Z W ¥ - W =

HREEEEEFEOAR
60,000 (HHE=_T—ZF
NAZFTBIERNEA AR
9,400,0007T) v & TV - W&E
L@ A EFBERE (B2
—E-TEXNA=Z+THIENE
A AR#¥14,100,0007T) °

10. Earnings per share (Continued)

1.

The calculation of diluted earnings per
share for the six months ended 30 June
2011 was based on the profit attributable
to the owners of the Company of
RMB66,495,000 (Six months ended 30
June 2010: RMB38,915,000) and the
weighted average of 846,427,000 (Six
months ended 30 June 2010: 802,512,000)
ordinary shares in issue during the period
under review, as used in the basic earnings
per share calculation plus the weighted
average of 856,000 (Six months ended
30 June 2010: 1,520,000) ordinary shares
deemed to be issued at no consideration
as if all the Company’s share options have
been exercised.

The weighted average number of ordinary
shares for the purpose of basic and diluted
earnings per share has been adjusted for
the bonus issue of shares made on 27 May
2011.

Property, plant and equipment

During the six months ended 30 June
2011, the Group acquired property, plant
and equipment of approximately RMB30.6
million (Six months ended 30 June 2010:
RMB39.1 million); disposed of certain
items of property, plant and equipment
with net carrying amount of approximately
RMBO0.06 million (Six months ended 30
June 2010: RMB9.4 million); and none of
impairment loss was made (Six months
ended 30 June 2010: RMB14.1 million).
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12. ESRWENEKREIE 12. Trade and bills receivable
—E—-—fF —E—TF
~BA=+H +=—A=+—H
30 June 31 December
2011 2010
AR T AREF T
RMB’000 RMB'000
(REEEZX) (&%)
(unaudited) (audited)
B S EWER Trade receivables 100,717 82,427
eI Z ik Bills receivable 38,789 34,906
139,506 117,333

rEEGTEIEPZEES—
BNF—EAENREATE-fE
WRBATHBZRITELR
B WERS B ERRE
ZRRIRERNEA LA - BUE
FHEESEERE RAEEH
77 4 S R YRR SR A R A R RE
2t - EREG R MRE
1T Hiteat -

i B B 5 EUER R EK
SRR EEAHMAEZRE DN

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 date, based on
the invoice date, is stated as follows:

—E2——fF —ZT-TF

ANA=+H +ZA=+—H

30 June 31 December

2011 2010

AR® T AREF T

RMB’000 RMB'000

(REEER) (& EZ)

(unaudited) (audited)

0£90H 0 to 90 days 127,036 114,006
91£180H 91 to 180 days 11,216 3,198
1812365H 181 to 365 days 1,190 129
B :@m365H Over 365 days 64 =
139,506 117,333
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12.

13.

B 5 E R &R E R

/af\
(75 /

RN IR R ERREES 7K
ETREENEPEM MiKE
BRI AR A8 - RIBBE(RE
B BEERGE ARER
BRI EE A BT RIIRE
AERERE - Bt BERZEE
REEBERE - AEELEAD
BHEUR S OB E 2 B 5 U
RFFAEMERS-

%%f B SRR ERER

Qﬁﬁﬁﬁ%ﬁ%l?fﬁ
EK%E FRRZZESENE
HER A -

g RENEREMENREE
REBMEEHERG THOEER
N F30E365H T 5F - R & B
B ZESEMREEZAMME

12.

13.

Trade and bills receivable (Continuead)

Trade and bills receivable related to a large
number of diversified customers for whom
there was no recent history of default.
Based on past credit policy, 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
amounts because these amounts have
short maturity periods.

Trade and bills payable

The Group was granted by its suppliers
credit periods ranging from 30 to 365
days. The ageing analysis of trade and bills

ZIRE DM payable at the reporting date, based on the
invoice date, is as follows:

—B-—fF —E-ZF

AA=1+H +=—HA=+—H

30 June 31 December

2011 2010

AR T AREFT

RMB’000 RMB'000

(REEERZ) (fEZ)

(unaudited) (audited)

0290H 0 to 90 days 18,339 22,814

91£180H 91 to 180 days 651 756

1812365H 181 to 365 days 270 331

B 3m365H Over 365 days 565 656

19,825 24,557
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13. ESENENENEZE 13
(&)

E 5 R 2 R EE IR A RIS ET

E-FEXEHBEY WE5

FEAHBE Z BEEfE B A A B FEE -

Trade and bills payable (Continued)

The carrying amounts of trade and
bills payable are denominated in RMB.
All amounts are short term and hence

THRIEG IR - the carrying amounts of trade and bills
payable are considered to be a reasonable
approximation of fair values.

14. R& 7R 14. Share capital
kx|
Amount
LEREA TER AR¥Tx
Number of
ordinary shares HK$'000 RMB’000
A Authorised:
SREE0.01E T Ordinary shares of
LRk HK$0.01 each
RZZ—FF As at 31 December 2010
TZA=+t-HK and 30 June 2011
—T——F
~NA=1H 100,000,000,000 1,000,000
BETRARE: Issued and fully paid:
SREE0.015 T Ordinary shares of
LRk HK$0.01 each
R-E-ZF As at 31 December 2010
+ZA=+-8Rk and 1 January 2011
—T——%—-f—-H 421,248,000 4,212 4,216
I (#7i£16)  Exercise of share options
(note 16) 2,191,000 22 18
BATELFIR 17 Bonus issue of shares 423,439,000 4,234 3,562
RZE——F As at 30 June 2011
NAZ=TH (Unaudited)
(REER) 846,878,000 8,468 7,786

REERSE NARBE#HITY
i R% 21 B B 1% H1 £846,878,000
B REZRSRREE.648
ﬁﬁﬁ%h%&ﬁﬁihﬁ—
NERARBIRERGET—()
REAT FIRE 9 2 L IR I (B 31T AT
FIRE 17 - 4 3 o BE AR 2 BB AR 4
T{EFIEE M 168 -

During the period under review, the number
of the issued ordinary shares of the
Company was increased to 846,878,000
shares as a result of the exercise of the
share options at the subscription price
of HK$0.64 per share and bonus issue of
shares on the basis of one bonus share
at par for every one existing share of the
Company. Details of the share options
exercised during the period under review
are summarised in note 16.
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15.

16.

BEARNESE
R B B E R
ZEREREMT :

15. Capital commitments

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

—E——F T —TF
ANA=+B +=-ZA=+—H
30 June 31 December
2011 2010
AR T AREFIT
RMB’000 RMB'000
(REEEZX) (K 5iz)
(unaudited) (audited)
Y% BENMRE:  Property, plant and
equipment:
—B2EH — Contracted but not
BREE provided for 6,547 954
—E R - Authorised but not
BRETH) contracted for 8,345 -
14,892 954

AR D S A5 22 7R I8
BEREAEBERETS
ARRRZTEXF+ADAH
o B BR A BB B RE R B ([ BB AL
el B ERBRBHE A E
BZRWIERERZZTT 8%
REBUEM B AR RE 2R F
ZEZE RERER HER.
B BERAWESBEZHEA
HALE 2 A KRR - B
T EFAGTIEE_S—TF
EEBEBMERINR -

16. 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. Details of the
terms of the Share Option Scheme have
been set out in the 2010 Annual Financial
Statements.
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16. AWM 23R8 (&) 16.

BRELAEBRESS (&

PREAR IR ATR 2 B AR e w1
T

Share-based payments (Continued)
Equity-settled share option scheme

(Continued)

Details of the share options outstanding

during the period are as follows:

Six months ended 30 June

HEAAZTHLEAEA

B2 —T-TF
2011
(RBER) (REER)
(Unaudited) (Unaudited)
BRE mETH ke mETH
L L T8 %R 1B
Weighted Weighted
Number of Average  Number of Average
Share Exercise Share Exercise
Option Price Option Price
B BT
HK$ HK$
REFIEATTE  Outstanding at the
beginning of the
period 2,291,000 0.64 3,790,000 0.64
AR Forfeited during the
period (100,000) 0.64 - -
BATE Exercised during the
period (2,191,000) 0.64  (1,248,000) 0.64
REIREAITE  Outstanding at the end
of the period - 0.64 2,542,000 0.64
REIRATIT(E Exercisable at the end
of the period - 0.64 647000 0.64

AR I 8 14 R AT BB AR (=
E-BEXNA=THMKRITERE
REZMEFHEGAENHA
3.5%F) -

REE-Z——F~A=+HIL
NER AEEE AR BN
ZHBRERRA I ABHOARE
13,0007T (EZE2 —ZFE—=FF A
=+HIEAEA : AR¥S80,000
JL) °

No outstanding share option at the end of
the period (30 June 2010: the outstanding
share options have a weighted average
remaining contractual life of 3.5 years).

The Group recognised a total expense
of approximately RMB13,000 for the six
months ended 30 June 2011 (Six months
ended 30 June 2010: RMB80,000) in
relation to share options granted by the

Company.
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18.
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17.

18.

Related party transactions

During the six months ended 30 June
2011, the Group had rental payments of
approximately RMB90,000 (Six months
ended 30 June 2010: RMB84,000) to
Weifang Tianhong Corporate Management
and Consultancy Company Limited in which
all the executive Directors have beneficial
interests and can exercise significant
influence.

Event after the reporting date

On 3 July 2011, the Board announced
that the Company entered into the
conditional joint venture agreement (“JV
agreement”) with Henkel Hong Kong
Holding Limited (“Henkel Hong Kong")
on 30 June 2011 to form the joint venture
company which will establish the wholly
foreign-owned enterprise (“WFOE") in
Weifang City, Shangdong Province, the
PRC to principally engage in the business
of manufacture, marketing and sale of a
type of specialty chemical for industrial
use upon obtaining all the relevant PRC
governmental approvals and subject to
the terms and conditions as contained in
the JV agreement. The Group and Henkel
Hong Kong intend that the total investment
amount and the registered capital of
the WOFE will be EUR32.4 million and
EUR10.8 million respectively. Subject to the
satisfaction of a number of conditions set
out in the JV agreement, the Group agrees
to make 55% capital contribution towards
the registered capital of WOFE through
the joint venture company. The Group has
also agreed to advance loans towards the
difference between the total investment
amount and the registered capital of the
WOFE by way of shareholder loans in
accordance with 55% of its shareholding
in the joint venture company. Details of the
JV agreement are set out in the Company's
announcement dated 3 July 2011. The
transaction is still in the process of being
finalised as at the date of the approval of
these financial statements.



EEENWRE DN

Interim Report 2011 Tiande Chemical Holdings Limited

Management Discussion and Analysis

¥ 75O

FERBHN AEEREZEEER
FRESAEEEFRBEHEER -
AEBERTEANEEHEME
TR A S B ES  E R B B EIR
FIREMSEK - REBEATSEZE
EHEWRI126% HAEBBEER
779% MR B/EINTIHZ EEREIT
BEFERBPANRBIERE3I0% - BESE
BRICESR O BEEAN BRLEAE

HEMBRAER TS ERE - XE
RARBZEENEERLEEME KA

BEICEE TARRFET  A5E
HEF IR EF R EIER13.4% - 7£
@EEE;@W WA EERMIELIEL

R EEE TEARBE
é@%ﬁéi%%;ﬁﬁﬁ%&%%
FAEE MR A& F AR MN70.9% -
E 4 AR #66,500,0007T © 55 A B
BN EERMRT AEBZ EBKE
BoEAFEBAORIRE TR E
%E@Eﬁllﬁiﬁwjaw

Summary of operating results

Business review

During the period under review, the Group
recorded growth in both turnover and net profit
as compared with those of the Group recorded
in the last corresponding period. The Group
has implemented effective sales promotion
and aggressive marketing strategies to seize
market opportunities arising from the continuing
recovery of the global economy. The turnover
derived from the domestic market grew by
12.6%, accounting for 77.9% of the Group's
total turnover, while the turnover derived
from overseas market has also substantially
increased by 31.0% as compared with that
of last corresponding period. Following the
global economic recovery, the surging inflation
urged the cost of raw materials recorded
unusual volatilities during the period under
review. Benefited from the well established
complementary production chain and effective
scale production of the Group, the gross profit
margin can be maintained steady. The gross
profit of the Group has also increased by 13.4%
as compared with that of last corresponding
period. The absence of non-recurrent one-off
provision for impairment of production facilities
and the removal expenses for relocation of
production plant during the period under review
explained the substantial increase of the net
profit of the Group by 70.9% as compared
with that of last corresponding period, reached
approximately RMB66.5 million. The encouraging
financial results reflected the business edges
of the Group which offer a strong defensive
position during adverse business environment.
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Summary of operating results (Continued)
Business review (Continued)

In line with its development strategies, the
Group has self-developed a new product during
the period under review and planned to launch
it into the market in second half of this year.
As new product can bring in new revenue and
profit, the Group will keep developing new
products by capitalising its existing business
edges aiming to expand the products range
further so as to solidify its profitability and also
to seize the new development opportunities for
supporting the continuous business growth of
the Group.

On the other hand, in view of the promising
market of specialty chemical for industrial
use, the Group entered into a conditional joint
venture agreement with a strategic business
partner on 30 June 2011, details of which were
stated in the Company’s announcement dated
3 July 2011. The Group expects that the joint
venture, if established, will provide new impetus
to the Group's revenue and become new profit
growth point that contributes the long-term
business growth of the Group.
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Summary of operating results (Continued)
Business review (Continued)

By virtue of the Group's successful development
of certain new products and continuous
enrichment of its product portfolio in recent
years, the turnover of the cyanoacetic acid and
its ester products sustained continuous growth
as compared with that of last corresponding
period. These products accounted for 90.3%
of the Group's total turnover, and continued
to be the Group's major revenue driver during
the period under review. Along with the
further improvement in the integration internal
supply, such products category achieved better
economies of scale and the reportable segment
profit has been increased by 22.6% as compared
with that of last corresponding period. As such
products are mainly used in daily consumable
goods and the demands for such products has
continued to grow for a long period of time, that
offers a good opportunity to the Group for its
further development. The Group has laid strong
foothold and market edges and will continuously
devote its effort in product development and
expansion of the product portfolio to cover
downstream application field more broadly and
broaden future profit margins in order to sustain
the future business expansion of the Group.
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Summary of operating results (Continued)
Business review (Continued)

The market for alcohol products are still
developed stably but it did not contribute much
to the Group’s overall results during the period
under review. The Group will maintain the
stable development of such products category
in line with the Group’s business development
strategies.

Given the expanded production capacity of
chloroacetic acid and its derivative products,
the advantages of scale production were
further enhanced and the economic benefit of
such products category was obvious gradually
during the period under review. This products
category is still mainly used for the Group's
internal consumption due to the robust in
house demands. The third phase expansion
of production capacity was just completed in
July 2011. Besides, the Group has continuously
optimised and advanced its production facilities
during the period under review that can
further maximise the resources utilisation and
enhance the production effectiveness. The
above measures enable the supplementary and
synergistic role of the cyanoacetic acid and its
ester products be played fully. This products
category did not only provide an effective way
on cost control but also provide the Group
with a development opportunity for generating
external revenue directly. In view of the potential
growth of such products category, the Group
will spare no efforts to keep its good momentum
of development and further advancement of
production facilities and technologies in order to
grasp its positive prospect in future.
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Summary of operating results (Continued)
Business review (Continued)

Due to the adverse market conditions, the
book value of the Group's production facilities
of fine petrochemical products was impaired
in last year. For the period under review, lower
operating costs contributed to the positive
results for this products category. Despite of the
market outlook of such products category is still
uncertain, the Group will continue to optimise
its production and operation layout together
with adoption of prudent and stable policies
aiming to improve the profitability and grasp
the development opportunities of such products
category in future.

In order to keep on further development
and to comply with the China government's
environmental policies that encourage the
use of clean energy, the Group persists in
reinforcing its policies on energy saving and
carbon emission reduction to further refine
environmental friendly production system
as well as through advancement of the
production technology with the well established
complementary production chain to reduce
the energy consumption to promote the
recycling economy production system so as
to attain a better utilisation rate of production
facilities and further reduce the production
costs simultaneously. Besides, in view of the
continuous business expansion, the Group has
made capital investment to increase the waste
water treatment facilities to strengthen the
overall waste water treatment function during
the period under review which enable the Group
to achieve the target of near zero pollution. The
Group considers the environmental protection
policy as a vital issue to uphold its long-term
business development.
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Summary of operating results (Continued)
Business review (Continued)

Outlook

China has been threatened with signs of
overheated economy, coupling with the
continuous relatively loose monetary policy
implemented in the developed countries, the
global inflation surges. Although the production
and operation of the Group was facing cost
pressure arising from the rising of inflation,
the Group has proactively implemented various
measures, at least but not limited to further
promotion of recycling economy production
processes and reinforcing the synergistic effect
of internal complementary supply to strengthen
its business edge and to partially offset the
impact of rising production and operating
costs as well as continuously simplifying and
centralising business process to improve the
operating efficiency. On the other hand, the
Group will continuously increase resources and
efforts in product innovation and advancement
of production technology to sustain future
profitable growth and the long-term business
development. The development strategies of
the Group are forward-looking and well planned
to maintain sustainable business growth and
striving to be the market leader in the fine
chemical industry in China.

Looking ahead, the Chinese government has
taken measures to cool down the economy,
curb inflation and promote price stability. It is
envisaged that wage cost and inflation will be
stabilised gradually in the second half of 2011.
The Group will keep focus on the domestic
market as the domestic demands on daily
consumable goods increase continuously in
line with the continuous growth momentum of
gross domestic product in China. Riding on the
competitive edges and solid business foundation
of the Group, the Directors are confident that
the Group is capable of seizing the development
opportunities whenever they arise and putting
forward its business expansion keeping the
business of the Group remains competitive and
sustained profitability.
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Summary of operating results (Continued)
Financial review

The Group recorded satisfactory growth in its
turnover and gross profit for the six months
ended 30 June 2011 which amounted to
approximately RMB457.9 million and RMB110.6
million respectively, representing an increase of
approximately RMB64.0 million and RMB13.1
million or 16.2% and 13.4% as compared with
approximately RMB393.9 million and RMB97.5
million recorded in the corresponding period of
last year. The satisfactory results were primarily
attributable to the Group having adopted
effective sales promotion and aggressive
marketing strategies along with the continuing
recovery of the global economy that driving
the growth in turnover of the Group during
the period under review. In light of the further
improved complementary production chain
and effective scale production, the Group can
still maintain the gross profit margins level
continuously albeit the rising of inflation during
the period under review.

Given by the effective cost controls, the selling
expenses slightly increased by approximately
RMBO0.8 million from approximately RMB10.2
million in the corresponding period of last year
to approximately RMB11.0 million. The selling
expenses as a percentage of the Group's
turnover was 2.4% (six months ended 30 June
2010: 2.6%) during the period under review.
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Summary of operating results (Continued)
Financial review (Continued)

The administrative expenses amounted to
approximately RMB15.4 million, which was
increased by approximately RMB2.4 million
from approximately RMB13.0 million in the
corresponding period of last year. Such an
increase was principally due to the increase in
director and staff costs, repair and maintenance,
legal and professional costs and research and
development costs during the period under
review. The administrative expenses accounted
for 3.4% of the Group’'s turnover, which was
slightly higher than 3.3% in the corresponding
period of last year.

The other operating expenses recognised in
the corresponding period of last year were
represented by the following one-off items: (i)
the impairment loss on the production facilities
of fine petrochemical products; (ii) the written-off
on production machinery of Weifang Common
due to the removal of production plant; and (iii)
the related removal expenses.

The finance costs represented interest on
bank borrowings which were decreased by
approximately RMBO0.7 million to approximately
RMB3.3 million (six months ended 30 June
2010: RMB4.0 million). The decrease was mainly
due to decrease of bank borrowing amounts and
no discounted bank acceptance bills were made
during the period under review.



EEENWRE DN

Interim Report 2011 Tiande Chemical Holdings Limited

Management Discussion and Analysis

S LB E (48)
B ERE (&)

R 78 PR I AR &4 B AN - N - 7E B B8
HA N 8 78 b A BE BB M 1R H — R MR
EXE NTEARBEEREMEL
HRBER ARQRERSIFEAEWN
i A A i 49 A R #66,500,0007T °
81 75 & [F #3 49 A R #38,900,0007T
e R AR B27600,0007T 3
70.9%

REBEHA RARREERHE —
AR RRRE R AT EET— (DK
ALRBD 2 L PR E B 3T AL A & 58
P FRERBT EAEHARKET
D(BEZZE-FFXA=ZTHLR
BA: AR¥4.95) -

Summary of operating results (Continued)
Financial review (Continued)

As a result of the effective control in the
operating costs and the absence of one-off
provision for impairment of production facilities
and the removal expenses for relocation of
production plant made during the period under
review, the profit attributable to equity holders
of the Company amounted to approximately
RMB66.5 million, representing an increase of
approximately RMB27.6 million or 70.9% as
compared with approximately RMB38.9 million
recorded in the corresponding period of last
year.

During the period under review, the Company
has made a bonus issue of ordinary shares on
the basis of one (1) bonus share at par for every
one (1) existing share of the Company. Basic
earnings per share increased to approximately
RMB7.9 cents (six months ended 30 June 2010:
RMB4.9 cents).
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Summary of operating results (Continued)
Financial review (Continued)

Liquidity and financial resources

For the six months ended 30 June 2011, the
Group's primary source of funding included
the net cash inflow generated from operating
activities of approximately RMB88.5 million (six
months ended 30 June 2010: RMB78.6 million);
newly raised bank borrowings of approximately
RMB66.3 million (six months ended 30 June
2010: RMB17.9 million); newly raised fund from
issue of shares under share option scheme of
approximately RMB1.2 million (six months ended
30 June 2010: RMBO0.7 million) and interest
received of approximately RMBO0.2 million (six
months ended 30 June 2010: RMBO0.03 million).
With the financial resources obtained from
the Group's operations, the Group had paid
approximately RMB39.9 million (six months
ended 30 June 2010: RMB31.3 million) in the
acquisition of the property, plant and equipment,
bank borrowing repayments of approximately
RMB32.2 million (six months ended 30 June
2010: RMB48.5 million); interest paid of
approximately RMB3.4 million (six months
ended 30 June 2010: RMB4.0 million) and
dividends paid of approximately RMB32.0 million
(six months ended 30 June 2010: RMB8.8
million).



EEENWE DN

Interim Report 2011 Tiande Chemical Holdings Limited

Management Discussion and Analysis

RELEME (&#)

B ERE (&)
FEEERYBER (&)
RZTE——FXA=+H KNEHIR
THEFRRBITHRSESKROAARE
101,200,000 (ZZE—ZTF += A
:+ BH: AR#¥52,900,0007T) ° &
BEEEERENHARKI124,000,000
T(ZE—ZTF+_A=+—H:A
K #89,900,000T) *ARAEERK
EIEHNEMR T AL H BN &
EEMEERA AEEBRBHES MK
NBFERE BEBBLX (AFEE
(EEgEREReRReSE) B
RESWE L ER)BEERZL40% (=
Z—ZTE+-_A=1+—H:70%)
B FRBEELAZODARE
168,000,000t (=2 —ZF+ A
=+—H8: AR#%129,000,0005T) °
ERAEBEKEEBHEBRER
MNBEERSEREAERBITIREY
ERABRTEEEE A5EEARE
W B &R - R LA FE (S AT R, 6 ok e
EMEEESTER - AEEBFER
PREEWEBELEES WES
wEER2RBESRR BRREE
XE’1IHX$@#&°

AN S B A B BEEA P9 I 48 P AR AR & Rl
TAEEME PRS-

BERF
R-E——F X A=Z+H X£EH
WEBBRITBREEFERITER (=
Z—ZTF+-_A=+—H: AR%
10,500,0007T) » AN E @ 7 FE A £t
FAEREH ARE29,000,0007T (=
E-TFE+_A=+—H: ARK
27,600,00070) B FHEFIEA A EE
RITEEZEMH -

Summary of operating results (Continued)
Financial review (Continued)

Ligquidity and financial resources (Continued)
As at 30 June 2011, the Group had bank
deposit and bank and cash balances of
approximately RMB101.2 million (31 December
2010: RMB52.9 million). The total amount of
outstanding borrowings was approximately
RMB124.0 million (31 December 2010: RMB89.9
million). The liquidity position of the Group was
continuously improved, the gearing ratio (which
is represented by the ratio of net debts (total
borrowings net of cash and cash equivalents) to
total shareholders’ equity) decreased to 4.0%
(31 December 2010: 7.0%) and the net current
assets increased to approximately RMB168.0
million (31 December 2010: RMB129.0 million)
as a result of the effective control on capital
expenditure and production and operating costs
implemented by the Group during the period
under review. With the positive cash inflow from
the Group's operations, existing cash resources
and its available banking facilities obtained from
its bankers, the Group has sufficient financial
resources to meet its commitments and working
capital requirements in foreseeable future. The
Group will continuously manage its working
capital closely and cautiously and dedicate to
keep a sound liquidity position to optimise the
equity return to its shareholders.

During the period under review, the Group
did not use any financial instruments for any
hedging purposes.

Pledge of assets

As at 30 June 2011, no bank deposit was
pledged by the Group for banking facilities
(31 December 2010: RMB10.5 million). The
Group has prepaid land lease payments of
approximately RMB29.0 million (31 December
2010: RMB27.6 million) was pledged to secure
the Group's bank borrowings.
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Summary of operating results (Continued)
Financial review (Continued)

Contingent Liabilities

As at 30 June 2011, the Group had no material
contingent liabilities.

Exposure to Fluctuations in Exchange Rates
The Group's operation is mainly in the PRC and
its assets, liabilities, revenue and transactions
are mainly denominated in Renminbi, Hong Kong
dollars and United States dollars.

The Group's foremost exposure to the foreign
exchange risk was caused by the fluctuation
of Renminbi during the period under review.
Most of the Group’'s income and expenses were
denominated in Renminbi except those for the
Group's export sales which were, in majority,
denominated in United States dollars. The Group
has not experienced any material difficulties
or effects on its operations or liquidity as a
result of the fluctuations in currency exchange
rates during the period under review. Besides,
the Group will consider cost-efficient hedging
methods to cope with future foreign currency
transactions when appropriate.

Human resources

As at 30 June 2011, the Group has 784 full time
employees (31 December 2010: 881 full time
employees) of which 695 were production and
warehouse, 18 were sales and marketing, 17
were research and development centre, and
54 were back-office supportive employees. The
number of employees was reduced due to the
enhancement in operation efficiency.
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Human resources (Continued)

The Group has established its human resources
policies and procedures with a view to deploying
more motivated incentives and rewards of the
remuneration system which include 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 insurance and
provident funds, have also been provided to the
employees of the Group.

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

The Group has also adopted a share option
scheme for the purpose of providing incentives
and rewards to eligible participants who
contribute to the success of the Group's
operations. The Company has granted 4,000,000
share options to eligible employees and a
supplier to recognise their contribution to the
Group so far. No share option of the Company
was granted during the period under review.
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Directors’ and chief executive's
interests and short positions in shares,
underlying shares and debentures

As at 30 June 2011, the interests and short
positions of the Directors, chief executive
of the Company and their associates in the
shares, underlying shares and debentures of
the Company and its associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance (“SFQO")) which were
notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions
which any such director or chief executive was
taken or deemed to have under such provisions
of the SFO) and were recorded in the register
maintained by the Company pursuant to section
352 of the SFO, or which were notified to the
Company and the Stock Exchange pursuant
to the Model Code for Securities Transactions
by Directors of Listed Companies (the “Model
Code") contained in the Listing Rules, were as
follows:

REQNTARBZEFR Long position in the shares of the Company
IV FiEROHE HEBRTRALY
EEnE FEEE RiEE S BWHAE D (%)
Number of
Company/name  shares held/ Approximate %
of associated interest in the total
Name of Director  corporation in the Shares  Capacity issued share capital
£z ERp e FEEEBRAAF 584,000,000 XEEEHEH 69.00%
Mr. Liu Hongliang  Cheerhill Group (K#7£2)  Interest of
Limited (Note 2) controlled
(Htat1) corporation

(Note 1)
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Directors’ and chief executive's
interests and short positions in shares,
underlying shares and debentures
(Continued)

Notes:

1. The 584,000,000 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. Except Ms. Zheng
Hong and Fu Anxu, all others are the executive Directors.

2. Mr. Liu is deemed to be interested in 584,000,000 Shares
referred to in Note 1 above by virtue of his 38% interests
in Cheerhill.

Save as disclosed above, as at 30 June 2011,
none of the Directors and chief executive of
the Company, nor their associates had or was
deemed to have any interests or short positions
in the shares, underlying shares or debentures
of the Company and any of its associated
corporations (within the meaning of Part XV
of the SFO) which had been recorded in the
register maintained by the Company pursuant
to section 352 of the SFO or which had been
notified to the Company and the Stock Exchange
pursuant to the Model Code as set out in the
Listing Rules.

At no time during the period under review, was
the Company or any of its holding companies,
its subsidiaries or its fellow subsidiaries a party
to any arrangement that enables the Directors
and chief executive of the Company or their
spouse and children under 18 years of age to
purchase any shares or underlying shares in, or
debentures of, the Company or its associated
corporation.

47



48

RELCIZRERAF

Hth &

Other Information

—Z-—FhRE

ERANAA R 2 3
MR B

RZEB-——FR A=+H KBE=
Sh FAARRBEEITIRAE% KA L
a2z THAL ELHERARRIR
BESF M ERIIEIBHEMFEZ
BRERAMA :

Substantial shareholder’s interests and
short positions in the shares of the
Company

As at 30 June 2011, the following person who
held interests of 5% or more of the issued share
capital of the Company, other than the Directors,
was recorded in the register of members
required to be kept by the Company pursuant to
Section 336 of the SFO:

REARAFRRBZHE Long position in the shares of the Company
FEROHE
RooEHER HEBITRAEY
RRERB ERBE 54 BAE D (%)
Number of
shares held/
interest in Approximate %
the Shares and in the total
aggregated issued
Name of shareholder interest Capacity share capital
HE (Hi) 584,000,000 E#m#EA A 69.00%
Cheerhill (Note) Beneficiary owner
et - Note:

#%%584,000,000 IR A MEIEFHE MEEZ R
HBEBITRADRIBRIM AL - FFIEE B
FHEE BOLZ+ BEXREERBLBEER
RESHEA38% 26% 11.5% * 11.5% * 6.5% K&
6.5% - BREU L T FELBRAEIN HthATH
RMTES-

BREXFREEEN RZB——FX
A=+TH ARFALEEEFALH
GRARAZ B KARRI A0 o -
BEEAREBEZESRAEGIANEA
REIZERIORR  ZEBEARFIR
BEAFARHEKRIEIKRTFE 2E
R Rlik z XA

The 584,000,000 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. Except Ms. Zheng Hong and
Fu Anxu, all others are the executive Directors.

Save as disclosed above, the Company has
not been notified by any person who had any
interest or short position in the shares or
underlying shares of the Company as at 30 June
2011, 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.
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Share options

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

On 1 February 2008, the Company granted
4,000,000 share options to the eligible
employees and its supplier under the Share
Option Scheme of the Company. Details
movement for the share option of the Company
for the six months ended 30 June 2011 are as
follows:
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Share options (Continued)

R® R
—E--F —E2--fF
—-A—H ~A=1H
ARA R BH BRTEE CEXGEd BRTE BRRK i AT B
Outstanding Exercised Forfeited Outstanding
Exercise price as at during the during the as at
Grantee Date of grant per share 1/1/201 period period 30/6/2011
(B7x) (Biit)
(HKD) (Note)
= 01.02.2008 0.64 2,191,000 (2,191,000) - -
Employees
HER 01.02.2008 0.64 100,000 - (100,000) -
Supplier
w@Er 2,292,000 (2,191,000) (100,000) -
Total
et - Note:

SEBBETERMALZ MEFHRTESSK

1.74787T

A © 3% BB B i ) 57 I8 B 7T 2 1

m

HERHBRES 2L (%)

% of the options granted

The weighted average closing price per Share immediately

before the date of exercise of the options is HK$1.74.

All options granted are subject to vesting

schedules and exercise periods as follows:

HEH
Vesting period

TEH

Exercise period

20%
30%
50%

EEEREREADBIEAMIHME
AmERMI 2 WHELER061E

JT °©

PREIEEEAN - 3 EAR R B R A IR

HH R A o

01.02.2008-31.01.2009
01.02.2008-31.01.2010
01.02.2008-31.01.2011

01.02.2009 - 31.01.2014
01.02.2010 - 31.01.2014
01.02.2011 - 31.01.2014

The closing market price per Share immediately
before the date on which the options were

granted as quoted in the Stock Exchange’s daily
guotation sheets was HK$0.61.

No options were granted under the Share Option

Scheme during the period under review.
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Model code for securities transactions
by directors of listed companies

The Company has adopted a code of conduct
with standards no less than those prescribed
under the Model Code as set out in Appendix 10
to the Listing Rules for securities transactions
by Directors. Upon enquiry by the Company,
all Directors have confirmed that they have
complied with the required standards as set
out in the Model Code and the Company’s code
of conduct regarding securities transactions by
Directors throughout the six months ended 30
June 2011.

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

Purchase, sale or redemption of the
Company'’s listed shares

During the six months ended 30 June 2011,
neither the Company nor any of its subsidiaries
had redeemed, purchased or sold any of the
Company's listed shares.

Corporate governance practices

The Company has complied with all the
applicable code provisions of the Corporate
Governance Practices as set out in Appendix 14
to the Listing Rules during the six months ended
30 June 2011.
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Remuneration committee

The Remuneration Committee currently
comprises an executive Director of the
Company, namely Mr. Liu Hongliang (Chairman
of the Remuneration Committee) and three
independent non-executive Directors of the
Company, Mr. Leung Kam Wan, Mr. Gao Baoyu
and Mr. Liu Chenguang. During the period
under review, the Remuneration Committee
has reviewed and approved the remuneration
package of all Directors and senior management
of the Company for the year ended 31
December 2011 by reference to the scope
duties and responsibilities of the Directors,
corporate goals and objectives of the Group,
after taking into account also the comparable
market conditions. No Director shall participate
in any discussion and decision about his own
remuneration.

Audit committee

The Audit Committee of the Company comprises
the three independent non-executive Directors,
namely Mr. Leung Kam Wan (Chairman of the
Audit Committee), Mr. Gao Baoyu and Mr. Liu
Chenguang. The Audit Committee has reviewed
the accounting principles and practices adopted
by the Company and discussed internal control
and financial reporting matters with our
management and independent auditor relating
to the preparation of the unaudited condensed
consolidated financial statements of the Group
for the six months ended 30 June 2011. There is
no disagreement raised by the Audit Committee
on the accounting treatment adopted by the
Company during the period under review.

By order of the Board
Liu Hongliang
Chairman

Hong Kong, 26 August 2011
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