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Executive Directors

Mr. Liu Hongliang (Chairman)
Mr. Wang Zijiang

Mr. Guo Xitian

Mr. Guo Yucheng

Independent Non-Executive Directors
Mr. Gao Baoyu

Mr. Leung Kam Wan

Mr. Liu Chenguang

BOARD COMMITTEES

Audit Committee

Mr. Leung Kam Wan (Chairman)
Mr. Gao Baoyu

Mr. Liu Chenguang
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Mr. Liu Chenguang (Chairman)
(re-designed as a Chairman on 1 January 2012)
Mr. Gao Baoyu
Mr. Leung Kam Wan
Mr. Liu Hongliang (resigned as a Chairman and
re-designated as a member on 1 January 2012)

Nomination Committee
Mr. Liu Hongliang (Chairman)
(appointed on 16 December 2011)
Mr. Leung Kam Wan (appointed on 16 December 2011)
Mr. Liu Chenguang (appointed on 16 December 2011)

Safety and Environmental Protection Committee
Mr. Guo Yucheng (Chairman)

Mr. Gao Baoyu

Mr. Fu Anxu

COMPANY SECRETARY
Ms. Lau Wai Chun

INDEPENDENT AUDITOR
BDO Limited

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited
Industrial and Commercial Bank of China, Weifang Branch
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HONG KONG SHARE REGISTRAR AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor

Hopewell Centre, 183 Queen’s Road East

Wan Chai

Hong Kong

REGISTERED OFFICE
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PO. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Room 2204A, 22nd Floor
Bank of America Tower
12 Harcourt Road, Central
Hong Kong

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
IN THE PRC

Shandong Weifang Economic Development Zone
Weifang City

Shandong Province

The PRC

COMPANY'’S WEBSITE
http://tdchem.hi2000.com

STOCK CODE
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HIEBERAFIHME  Finandal Highlights and Five Years Financial Summary

M —Z2T+E —ZTBENF —EBEHE —T-TF —B—-—-F
Notes 2007 2008 2009 2010 2011
E45 Results
(UARBEFLIR)  (expressed in RMB'000)
e Turnover 574,298 725,199 598,947 881,775 972,163
EF Gross profit 68,983 99,123 97,272 223,768 219,761
KABHEEA A Profit attributable to the
JEAEE F owners of the Company 21,554 24,925 42,044 129,226 132,360
BREKREF Basic earnings per share
(ARE) (in RMB) (as restated,
(BEEF HE1) note 1) 2 0.027 0.031 0.053 0.158 0.156
REtFIE - THIE - Earnings before interest,
WERBMHAAT  taxation, depreciation
([RFHFE - FIE  and amortisation
EREER (“EBITDA")
&F1) 54,295 74,462 90,536 199,611 210,083
BTN Financial Positions
(UANEBEFLAR)  (expressed in RMB'000)
BEE Total assets 3 768,459 640,725 638,082 739,287 858,251
BEE Total liabilities 441,441 291,794 250,134 211,772 228,580
BRFEE (AR®) Net assets per share
(BEEF| KzE1) (in RMB) (as restated,
note 1) 4 0.409 0.436 0.485 0.626 0.744
Bigt = Financial Ratios
TMENLE & Current ratio 5 0.9 0.8 1.1 1.8 2.3
REL X Quick ratio 6 0.8 0.6 0.9 14 1.8
BELE Gearing ratio 7 34.3% 36.8% 34.1% 7.0% 5.0%
I Notes:

1 AREEER([KK])BEERBEARRR -F——
FRAA+T=RABTZERFBEFREMILEZ BITAR
(=) fEHREE-

BRRER

B

3 WEE =

BRFEE =

5 mEHkE =
6 REEHLE =

7 BfERE =

ARBEEAEBIERN - 2FEHT
B mEFE- (BRERBFNT
REBEMEFORMDBEFTE MRE
ERTLE —TTN\F —TTAH

- 5 CF-TER-F— £+ A

=+ —HIEREFEZNEFHRDE
B % Bl £800,000,0008% ~ 800,000,000
fi% + 800,000,0000% * 819,723,2225%
846,229,704f% °)

ERBEE + RBEE

REEE-FREEETRMHDEE - (B
—EELFE ZETNF - ZTTN
F _E-ZTFER-_T——F+=A
=t+—HB ERFEEDNIREER
%17 A% 19:800,000,000/% ~ 800,000,000
fi% + 800,000,0008% * 842,496,000/% &
846,878,000/% 554 °)

MBEE ~ RBAE
(RBEE-FEH) - RAPAE

FEE (HRRIRTTER S AR R EEA
ROTERRBERR) + RREE

1

The number of ordinary shares of the Company (the “Share”) has been
adjusted for the issue of bonus shares (1 for 1) approved pursuant to the
annual general meeting of the Company held on 13 May 2011.

Basic
earnings
per share

Total assets

Net assets
per share

Current ratio
Quick ratio

Gearing ratio

RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

Profit attributable to the owners of the Company =+
Weighted average of issued Shares for the year. (The
calculation of basic earnings per share is based on the
weighted average number of 800,000,000, 800,000,000,
800,000,000, 819,723,222 and 846,229,704 Shares for
the five years ended 31 December 2007, 2008, 2009,
2010 and 2011 respectively.)

Non-current assets + Current assets

Shareholders’ equity == Number of issued Shares at the
year end. (As at 31 December 2007, 2008, 2009, 2010
and 2011, the calculation of net assets per share is
based on the number of issued Shares of 800,000,000,
800,000,000, 800,000,000, 842,496,000 and
846,878,000 respectively.)

Current assets — Current liabilities

(Current assets - Inventories) =+ Current liabilities

Net debts (Total borrowings net of bank and cash
balances and pledged bank deposits) = Shareholders’
equity
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ERE AmwFr) A AmmFL)
TURNOVER (rn5°000) GROSS PROFIT (rv‘000)
200,162 772,001 219,761
2011 - - ) 2011 -
187,746 694,029 223,768
2010 - ) 2010 .|
85,789 513,158 97,272
2000 | - ) 2009 .|
143,778 581,421 99,123
2008 .| ) 2008 .|
122,599 451,699 68,983
2007 .| ) 2007 -

REARLME (THE])

A8
- #5h Overseas The People’s Republic of China (the”PRC")

KNTBEEAELER AzxrT) REARNE - -BE - FERBEAEF xxr1)
PROFIT ATTRIBUTABLE TO THE OWNERS OF EBITDA (rvB000)
THE COMPANY (rrniB°000)

132,360 210,083
2011 ) 2011 - )
129,226 199,611
2010 - 2010 -
42,044 90,536
2009 .| 2009 -
24,925 74,462
2008 - 2008 -
21,554 54,295
2007 2007
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FEIHRE Chairman’s Statement

Sy Dear shareholders,

RABRERREBCTIERABR AR ([ARAF] R On behalf of the board (the “Board”) of directors (the “Directors”) of
HWBARGHEAIANEE])EE ([EF])HEMK 2 Tande Chemical Holdings Limited (the”Company” and together with
Exg([Eg ) MAEMEBE_Z——F+H its subsidiaries, collectively the “Group”), | am pleased to present the
=t+—HILEEEZFEHRE- annual report for the year ended 31 December 2011.

6 KiE(CTHERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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FEHRE  Chairman’s Statement

RESULTS FOR THE YEAR

During the year under review, the Group kept its business growth at
a steady pace. The Group's turnover climbed record high since listing
reached approximately RMB972.2 million, representing an increase of
10.3% when compared with last year. Even though the gross profit of
the Group was recorded a slight decline to approximately RMB219.8
million, representing a decrease of 1.8% when compared with last year,
the profit attributable to the owners of the Company was increased
to approximately RMB132.4 million, representing an increase of 2.4%
when compared with last year. Such improvement was due to no one-
off provision for impairment loss on production facilities recognised in
this year. Also, the Group has well-established economies of production
scale, with upward vertically integrated production system and broad
products spectrum which can equip the Group to partially offset the
adverse effect of escalating materials and operating costs as a result of
the rising inflation during the year.

Since the Group kept launching new products to enrich its products
portfolio in the past few years, the Group’s products application to the
downstream industries has been expanded continuously. One of the
key drivers of the Group's turnover growth during the year was the
products developed in recent years, in addition to the implementation
of the effective pricing strategies, the Group’s turnover successfully
maintained healthy growth and outperformed the industry average
growth during the year under review.

Along with the turnover growth, the production and resources
utilisation rates of the Group had also been enhanced. During the year
under review, the Group endeavored to increase production efficiencies
through upgraded production facilities to save energy, reduced raw
material consumption and waste gas emission as well as adoption
of advanced technologies to improve production capacities for good
potential products. Besides, the Group increased capital expenditure in
strengthening the capacities of the waste water treatment facilities in
order to support the gradual expansion of business scales of the Group.
Meanwhile, the Group has completed the construction of production
line for a new product. This new product has successfully completed
the trial production and it will be officially launched to the market very
soon. The Group has also introduced proven technologies and seasoned
talents to enhance the capabilities and innovative elements of research
and development. All the above measures were executed during
the year under review which should lay a solid foundation for future
business growth of the Group.
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RESULTS FOR THE YEAR (Continued)

The Group has achieved a significant progress in business development
during the year under review. The Group is successfully exploiting new
business by entering into a conditional joint venture agreement (the
“Joint Venture Agreement”) with a strategic business partner to set up
joint venture company for developing a specialty chemical for industrial
use product (please refer to the announcement of the Company dated
3 July 2011 for details). The establishment of the joint venture company
is in smooth progress and on schedule. The joint venture company
is able to fully leverage the respective resources of its joint venture
partners in terms of advanced production technology and the sound
knowledge in the market to create core competence of the joint venture
company. This investment will enable the Group to tap into a new
market and also provide the new impetus to the Group’s revenue and
profit as well as facilities its long-term business growth. The Group will
use best endeavours to seek for other business opportunities that could
bring growth potential in long run.

During the year under review, one of the key subsidiaries of the Group
is applying for High and New Technology Enterprise status (“HNTE")
because of its advanced production technologies and innovative
production process. If HNTE is awarded by the relevant PRC authorities
then this subsidiary will able to enjoy a lower income tax rate. The
Group expects the application result be available in next financial year.

PROSPECTS

With the economy of the PRC is forecast to maintain fair growth in
future, along with the rising of disposable income and purchasing
power of people in the PRC and the PRC government steadfastly
stick to the practice of expanding its domestic demands in long-
term strategy, all these factors could push the domestic consumption
escalate further and become a driving force for the country’s economic
growth. It is expected a steady growth of the major downstream
industries of the Group such as adhesive, beverage and pharmaceutical
etc. could create a favourable business environment for the Group's
further development. In order to grasp emerging opportunities to
sustain the continuous business growth, the Group will capitalise
on its competitive edges in the industry and solid capabilities of its
research and development to strengthen the products development and
innovation continuously so as further to seek business expansion by
covering additional potential markets. The coming year is an important
phase of development for the future of the Group, the Group will
devote extensive resources and efforts in the construction of production
infrastructure to support business expansion in future. The Board
believes that these capital investments will further reinforce the Group's
leading position in the industry and support business continues to
flourish.

8 RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED
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FEHRE  Chairman’s Statement

PROSPECTS (Continued)

Global economic conditions seem to be improved and become
stable but the risk of further volatility still remains. The sovereign-
debt crisis in the Euro zone will adversely affect the global economy
continuously. It is anticipated that developed countries are going to
implement further loose monetary policy, which will result the further
Renminbi appreciation, in addition to the estimated investment for
capital expenditure will face higher borrowing costs, the profit margin
of the Group will be volatile. With an aim to maintain the profitability
and develop a stronger business platform in coming year, the Group
will spare no effort in continuously and actively strengthening its core
competence and taking various initiatives to enhance shareholder value
in foreseeable future. The Board is committed to achieve a better return
to the shareholders of the Company (the “Shareholders”) as well as
sustain a long term growth of the Group.

DIVIDEND

Although the results for the year under review had been satisfactory, in
view of the tightening of credit by banks and heavy capital expenditure
for production capacities expansion of the Group in coming year, it
is of utmost importance for the Group to preserve cash reserve and
maintain a high level of liquidity. Accordingly, the Board has resolved
that a proposed final dividend of 3.0 HKcents (2010: final dividend of
8.0 HKcents and special dividend of 1.0 HKcent) per share for the year
ended 31 December 2011.

APPRECIATION

The Group has achieved solid business results during the year under
review, for which | must thank the Board for their wise counsel and our
shareholders, customers and business partners for their unwavering
trust and support. | am also grateful to our employees for their
industrious work, commitment and contribution to the continuous
success of the Group. In future, the Group will continue to develop
more new products and expand the business scale and offer even better
returns to Shareholders.

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 23 March 2012
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EXECUTIVE DIRECTORS

LIU Hongliang, aged 56, is an executive Director, the chairman
of the Board 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 East China Petroleum Institute (now
known as 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 Equity Investment Company
Limited (“Weifang Tianhong") (formerly known as Weifang Tianhong
Corporate Management and Consultancy Company Limited) with
others in 1996. Mr. Liu has over 25 years of experience in the chemical
industry.

WANG Zijiang, aged 47, is an executive Director, the general manager
of the Company and one of the founders of the Group. Mr. Wang
is responsible for the management and supervision of the overall
operation of the Group. He graduated from Nanjing Chemical College
(now known as 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
around 20 years of experience in the chemical industry.

GUO Xitian, aged 50, is an executive Director and deputy general
manager of the Company. Mr. Guo is responsible for the overall
production and technology development of the Group. He graduated
from East China Petroleum Institute (now known as 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 55, is an executive Director. Mr. Guo is
responsible for the overall safety and environmental protection of the
Group. He graduated from East China Petroleum Institute (now known
as 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.

10 RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED
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INDEPENDENT NON-EXECUTIVE DIRECTORS

GAO Baoyu, aged 50, 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 Shandong University. He is also the tutor of
the post-graduate students studying for doctorate degrees of Shandong
University. He was recognised as one of the Middle-aged and Young
Expert with Outstanding Contributions in Shandong Province in 2007.
He graduated from Tsinghua University in 1999 with a doctorate degree
in engineering majoring in environment engineering.

LEUNG Kam Wan, aged 46, has been appointed as an independent
non-executive Director since 1 March 2007. Mr. Leung graduated from
Hong Kong Baptist University and 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 and a director
of CCTH CPA Limited.

LIU Chenguang, aged 50, has been appointed as an independent non-
executive Director since 4 October 2006. Mr. Liu has obtained from
East China Petroleum Institute (now known as 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 University of
Petroleum (Beijing) in 1991. Mr. Liu has been an associate professor of
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 college of chemical engineering of 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.
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FINANCIAL REVIEW

Turnover

During the year under review, the Group's turnover has increased to
approximately RMB972.2 million, representing an increase of 10.3% as
compared with that of approximately RMB881.8 million in 2010. The
sustained strong turnover growth was underpinned by the adoption of
effective marketing strategies and appropriate business strategies of the
Group as well as the continuous growth of demand for cyanoacetic acid
and its ester products of the Group.

Gross profit

The gross profit of the Group has slightly decreased to approximately
RMB219.8 million, representing a decrease of 1.8% as compared with
approximately RMB223.8 million in 2010 while the gross profit margin
was dropped by 2.8% to 22.6% when compared with 25.4% in 2010.
The decrease is mainly due to some adverse external factors such as
(i) the appreciation of Renminbi; (ii) the soaring inflation fueled the
continuous rising materials and operating costs throughout the year
whereas commodity price downward pressure resulting general decline
of the industry average selling price; and (iii) the alignment of PRC taxes
on domestic enterprises and foreign investment enterprises accordingly
the Group needed to pay urban maintenance and construction tax and
education levy since December 2010.

Operating income and expenses

The other income was mainly comprised (i) release of deferred income;
(i) sundry income; (iii) rental income; (iv) interest income; and (v)
government grants during the year under review.

Although the total turnover of the Group was increased by 10.3%
when compared with that of in the last year, the selling expenses were
slightly decreased by approximately RMB1.5 million from approximately
RMB23.1 million in 2010 to approximately RMB21.6 million in 2011 as
a result of the Group increased the proportion of direct sales by which
sales commission was not required and formulated an effective logistic
system to reduce the freight charges during the year under review. The
selling expenses as a percentage of the Group's turnover were further
decreased t0 2.2% in 2011 (2010: 2.6%).
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Management Discussion and Analysis

FINANCIAL REVIEW (Continued)

Operating income and expenses (Continued)

Administrative expenses increased by approximately RMB5.0 million
from approximately RMB30.1 million in 2010 to approximately
RMB35.1 million in 2011. Such increase was mainly due to the increase
of directors’ emoluments, staff costs, repairs and maintenance, and
research and development expenses. Administrative expenses expressed
as a percentage of the Group's turnover were 3.6% in 2011 (2010:
3.4%).

The other operating expenses of approximately RMB17.7 million
incurred in 2010 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 Chem Co. Ltd. ("Weifang Common”). No similar items
occurred during the year under review.

Finance costs

The finance costs mainly represented bank loan interest, which was
decreased by approximately RMBO0.6 million from approximately
RMB7.2 million in 2010 to approximately RMB6.6 million in 2011. The
decrease was mainly due to the decrease in average 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.

Income tax expense

The income tax concession for one of the key subsidiaries of the Group
was expired during the year and subject to a standard applicable
income tax rate of 25% (2011: 12.5%). This accounted for the increase
in tax expenses in this year. In the meantime, this subsidiary is applying
for the HNTE. It is expected the application result will be available in
next financial year.

Profit for the year

Given the absence of the impairment loss on the production facilities
during the year under review, the profit of the Group for the year has
recorded an increase of approximately RMB3.2 million to approximately
RMB132.4 million, representing an increase of 2.4% as compared with
that of approximately R\MB129.2 million in 2010.
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FINANCIAL REVIEW (Continued)

Liquidity and financial resources

The Group's primary source of funding included the net cash inflow
generated from operating activities of approximately RMB91.3
million (2010: RMB154.5 million); newly raised bank borrowings of
approximately RMB124.3 million (2010: RMB47.9 million); net proceed
from the issuing of new Shares of approximately RMB1.2 million (2010:
RMB18.5 million); interest income of approximately RMBO0.4 million
(2010: RMBO0.2 million) and proceeds on disposals of prepaid land
lease payments and property, plant and equipment of approximately
RMB26.8 million (2010: Nil). With the financial resources obtained
from the Group's operations, the Group had invested approximately
RMB75.0 million (2010: RMB61.2 million) in the acquisition of the
property, plant and equipment; borrowing repayments of approximately
RMB105.2 million (2010: RMB107.2 million); interest paid of
approximately RMB6.7 million (2010: RMB7.3 million) and dividends
paid of approximately RMB32.0 million (2010: RMB8.8 million) during
the year under review. As at 31 December 2011, the Group had
pledged bank deposit and cash and bank balances of approximately
RMB77.3 million (2010: RMB52.9 million), of which 94.4% was held
in Renminbi, 0.1% 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.

As at 31 December 2011, the Group had recorded net current assets of
approximately RMB217.6 million (2010: RMB129.0 million), the current
ratio of the Group was approximately 2.3 times (2010: 1.8 times), bank
borrowings of approximately RMB109.0 million (2010: RMB89.9 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
5.0% (2010: 7.0%).

With the continuous positive cash inflow generated from its operations
and its existing cash resources and available banking facilities obtained
from its banks, 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 Shareholders.
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FINANCIAL REVIEW (Continued)

Pledge of assets

As at 31 December 2011, bank deposits of approximately RMB13.4
million (2010: RMB10.5 million) were pledged for bills and letter
of credit facilities. Prepaid land lease payments of the Group of
approximately R\MB23.5 million (2010: RMB27.6 million) were pledged
to secure the Group's bank borrowings.

Contingent liabilities
As at 31 December 2011, the Group had no material contingent
liabilities.

Commitments

As at 31 December 2011, the Group had commitments which has been
contracted but not yet been provided for in the aggregate amount of
approximately RMB150.3 million (2010: RMB1.0 million), among of
that approximately RMB145.5 million relating to the commitment for
the joint venture project and the rest for purchases of property, plant
and equipment as well as construction in progress, while the capital
commitment for authorised but not yet been contracted for in the
aggregate amount of approximately RMB87.9 million (2010: Nil) is
relating to the purchases of property, plant and equipment as well as
construction in progress.

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.
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FINANCIAL REVIEW (Continued)

Employees and remuneration policy

As at 31 December 2011, the Group has 896 full-time employees
(2010: 881) of whom 802 were production and warehouse employees,
18 were sales and marketing employees, 19 were research and
development centre employees, and 57 were management and back-
office supporting employees. The increase in the number of employees
was in line with the expansion in business activities during the year
under review.

For the year under review, the total staff costs incurred including
directors’ remuneration increased to approximately RMB50.7 million
(2010: RMB39.6 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 employees 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 induction 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.
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BUSINESS REVIEW

The results of the Group were still remained stable during the year
under review even though the rising raw materials price and other
external factors adversely affecting the profit margin of the industry.
The Group continued to capitalise on its core competence as well
as implement effective strategies on sale and marketing, enhance
productivity and tighten costs control to achieve higher turnover,
increase market shares and strengthen its competitive edges
continuously driving its business growth. In light of the fast growing
consumer markets in the PRC, the domestic sales of the Group
continued to increase at a faster pace over its export sales. Turnover
derived from domestic market was accounted for 79.4% (2010:
78.7%) of the Group’s total turnover and the rest was derived from
overseas market. Since the Group has broad products spectrum and the
economic scale production system, which alleviated the influence to the
unit cost due to the growing inflation causing the rising materials and
operating costs during the year under review. The gross profit of the
Group was only slightly decreased when compared with the last year.
Due to the absence of the impairment loss on production facilities in the
year, the profit for the year attributable to the owner of the Company
was improved when compared with the last year.

During the year under review, the Group has kept on investing in
expanding production capacities and enhancement of productivities
by introducing new production techniques and upgrading the
existing machinery and equipment to ensure the Group maintains
its competitive edges and continuous business growth. While
driving business growth and development, the Group has also made
various capital expenditures with the aim of raising environmental
consciousness, conserving energy, reducing harmful gases emission,
enhancing recycling economy production as well as maintaining high
standards of safety and environmental protection in the workplace.
The constructions for the expansion of the waste water treatment
capacities and various production technologies improvements have
been completed in the year. The Group will continuously devote effort
to promote green practices in its production facilities.

During the year under review, in order to develop more new products
to create new business and revenue in future, the Group has paid more
effort in research and development, such as introduction of talents
and upgrading lab equipment. The Group has also strived to seize
opportunities to cooperate with the local renowned universities and
industrial experts aiming for improvement on production technologies
and products technological innovation as well as enhancement of
research and development capabilities of the Group.
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BUSINESS REVIEW (Continued)

Cyanoacetic acid and its ester products

Cyanoacetic acid and its ester products were regarded as the core
business segment of the Group which has continuously delivered
higher turnover and won the market shares during the year under
review. The turnover of such products category accounting for 86.8%
(2010: 88.7%) of the Group's total turnover, representing an increase
of 7.9% when compared with that of in the last year. It was mainly
attributable by the introduction of new products in previous years that
enlarged the products application to the downstream industries and
the effective marketing strategies boosting the sales volume growth.
The profit from this products category was lower than the previous
year mainly because of higher raw material prices and operation costs
as well as the commodity price downward pressure resulting a general
decline of the average selling price in the industry. In view of the
business opportunities from downstream industries are still promising,
the Group will enrich its products portfolio by developing new products
as well as enlarge the production scale for the existing products with a
good market potential which will be conducive to the Group’s business
development in future.

Alcohol products

The performance of alcohol products still remained stable during the
year under review. This products category has played a main role
to maintain stable internal supply while seeking external sale. The
Group will maintain appropriated production and operation for the
development of such products category in future.

Chloroacetic acid and its derivative products

The performance of chloroacetic acid and its derivative products have
a rapid and healthy growth momentum through the continuous
expansion of production capacities during the year under review.
Both the turnover and the segment profit have achieved prominent
growth in the year which is conformed to the Group's expectation.
This products category is mainly used for internal consumption which
allows the internal resources of the Group are fully utilised through the
recycling economy production. Meanwhile, the Group has continuously
expanded the production capacities by phases for a few years in order
to exploit the external market. Currently, the production capacities of
such products category are able to meet the internal demands of the
Group as well as realising external sales. In view of the foreseeable
market development of such products category is strong and the
business scale of the Group will also further expand in future that
will increase the demands for such products category, the Group will
closely monitor this products category development and make further
expansion of the production capacity as and when appropriate.
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BUSINESS REVIEW (Continued)

Fine petrochemical products

During the year under review, the performance of fine petrochemical
products has been improved obviously and achieved profitability as
compared with the loss incurred that in the last year. The improvement
is mainly due to (i) an one-off impairment loss on production facilities
happened in previous year only; (ii) the Group has extended the
materials sourcing channel to increase the materials supply; and (iii) the
Group has succeeded in beating out a path to operate at lower costs
of production by adopting a more efficient production technology.
As a result, the overall competitive edge of such products has been
enhanced. As the business scale of this product category was not
sizeable to the Group and the outlook of such market remains volatile,
the Group will adopt a prudent approach and dedicate to improve the
performance of such products category in coming years.

Joint venture

In order to further expand the business, the Group entered into the
Joint Venture Agreement dated 30 June 2011 to set up a joint venture
company with a strategic business partner to develop a specialty
chemical for industrial use product (please refer to the announcement
of the Company dated 3 July 2011 for details) during the year under
review. This co-operation not only enables the Group to participate
in the new business but also brings positive synergy effects to the
present business of the Group as well as benefit to the Group’s business
strategic move to sustain its long-term business growth. Up to the date
of this report, the competition condition set out in the Joint Venture
Agreement has been satisfied and the relevant governmental approvals
for the establishment of the wholly foreign-owned enterprise (the “JV
WFOE") will be obtained in due course. After the duly establishment
of the JV WFOE, the joint venture company will speed up the progress
of the construction of production plant and facilities. At the same time,
the sales and distribution networks will also be established accordingly.
The Group expects that the commercial productions and operations
will be commenced in 2013 and the economic benefit will be gradually
emerging in the years ahead.
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OUTLOOK

Looking ahead, the market of the PRC will continue to be the growth
engine to the Group as the PRC has one of the fastest growing
consumer markets in the world, coupled with the PRC government
initiatives to stimulate domestic consumption. Accordingly, the
downstream industries of the Group are able to keep a healthy growth.
The Group, as a supplier of daily consumer product manufacturers,
would benefit from the growing demands of its downstream industries
that driving the growth of the Group’s turnover and providing ample
room for the Group's future business development. Thus, the Group will
allocate considerable resources to reinforce the strength of research and
development team to keep launching new products to cater the market
with strong demands. The Group will also increase the investment in
several infrastructure projects for new product lines to exploit new
market, expansion and advancement of existing production capacities
and facilities to support the further expansion of business scale of the
Group as a whole in coming years. The Group will keep the continuous
improvement of production technologies and maximising synergies
of upward vertically integrated production system to uplift the overall
productions and operations efficiencies of the Group as well.

The coming year is likely to be challenging. The export business shows
signs of slow growth, the Renminbi continues to appreciate, the PRC
government tightens monetary policy to combat inflation, the labour
costs in the PRC are keep rising, and the volatility of raw material
prices is likely remain in coming operating environment as well as the
capital expenditure of the Group will be increased significantly that
will incur a higher borrowing costs. All of these together will adversely
impact the profit margin of the Group. To cope with the ever-changing
and challenging business environment, the Group will fully leverage
on its solid foundations in the industry and extensive management
experience over the past twenty years to formulate various effective
measures. The Group will use its best endeavor to keep up profitability
while continuously expanding business scale. The Group will grasp the
emerging business opportunities and strive to achieve fast growth rate,
bringing long-lasting and maximise Shareholder value.
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Directors’ Report

The Directors have pleasure in presenting the annual report together
with the audited consolidated financial statements of the Group for the
year ended 31 December 2011.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal business
of the Group includes the research and development, manufacture
and sales 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 2011 are set
out in the consolidated income statement on page 44 of this annual
report.

The Directors recommend the payment of a final dividend of 3.0
HKcents (2010: final dividend of 8.0 HKcents and special dividend
of 1.0 HKcent) per share. The final dividend will be payable by the
Company on Thursday, 14 June 2012 to the Shareholders whose names
appear on the register of members of the Company on Monday, 4
June 2012, which is subject to the approval of the Shareholders at
the forthcoming annual general meeting of the Company (the “2012
AGM").

ANNUAL GENERAL MEETING

The 2012 AGM will be held on Friday, 25 May 2012. Shareholders
should refer to the details regarding the 2012 AGM in the circular of
the Company of 18 April 2012 and the notice of the 2012 AGM and
the form of proxy accompanying thereto.
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CLOSURE OF REGISTER OF MEMBERS

For the purpose of ascertaining the Shareholders who are entitled to
attend and vote at the 2012 AGM, the register of members of the
Company will be closed from Wednesday, 23 May 2012 to Friday, 25
May 2012, both days inclusive. In order to qualify for the right to attend
and vote at the 2012 AGM, all transfers accompanied by the relevant
share certificates should 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 Tuesday, 22 May 2012.

For the purpose of ascertaining Shareholders who qualify for the
proposed final dividend in respect of the year ended 31 December
2011, the register of members of the Company will be closed from
Thursday, 31 May 2012 to Monday, 4 June 2012, both days inclusive.
In order to qualify for the proposed final dividend, all transfers
accompanied by the relevant share certificates should 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
Wednesday, 30 May 2012.

SHARE CAPITAL

Details of movements during the year under review in the share capital
of the Company are set out in note 24 to the financial statements for
the year ended 31 December 2011.

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 50 of this annual report and note 25 to the financial
statements respectively.
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Directors’ Report

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 2011, the Company’s reserves available for distribution to
Shareholders amounted in total to approximately RMB246.4 million
(2010: RMB288.9 miillion).

PROPERTY, PLANT AND EQUIPMENT

During the year under review, the Group spent approximately RMB75.0
million (2010: 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 2011.

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 RMBO0.2 million (2010: RMBO0.9 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
2011.

DONATIONS

During the year under review, the Group made charitable and other
donations totaling approximately RMB0.07 million (2010: RMB0.05
million).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2011, the five largest customers
accounted for approximately 16.8% (2010: 18.7%) of the Group's
total turnover, whilst the turnover attributable to the Group’s largest
customer accounted for approximately 4.8% (2010: 4.4%) of the
Group's total turnover.

For the year ended 31 December 2011, the five largest suppliers
accounted for approximately 42.3% (2010: 34.5%) of the Group's
total purchases, whilst the purchases attributable to the Group's largest
supplier accounted for approximately 13.6% (2010: 8.1%) 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 (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.
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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. Gao Baoyu

Mr. Leung Kam Wan

Mr. Liu Chenguang

In accordance with Articles 86 and 87 of the Company’s articles of
association (the “Articles of Association”), Mr. Liu Hongliang, Mr.
Guo Xitian and Mr. Gao Baoyu shall retire and, being eligible, offer
themselves for re-election as Directors at the 2012 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 2012 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 30 to the financial statements for the
year ended 31 December 2011 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 2011, 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 of Hong Kong
Limited (the “Stock Exchange”) pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model
Code") contained in Appendix 10 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), were as follows:

R ZFR Long position in the Shares
FERGBEE HERT
RS IR 2 48 2
Number of BAOE DL (%)
AT/ EEEE Shares held/ Approximate % in

BEERR Company/name of associated interestin &1 the total issued

Name of Director  corporation the Shares Capacity share capital

El)E b TEEBARAE (K1) 584,000,000  RIFEE 69.0%

Mr. Liu Hongliang Cheerhill Group Limited (Note 1) (MI5E2)  Interest of controlled

(Note 2) corporation

B 5 Notes:

1. 584,000,000 iy DA EBEBEBER A G ([H 1. The 584,000,000 Shares were held by Cheerhill Group Limited
B])iFH HEEBTRAS BIR LS LA - ("Cheerhill”), the entire issued share capital of which is ultimately
ITHI%4E BHAMEE B+ BEREER beneficially owned as to 38.0% by Mr. Liu Hongliang, 26.0% by Mr.
BLBEERIKEEEF38.0%26.0%11.5%" Wang Zijiang, 11.5% by Mr. Guo Xitian, 11.5% by Ms. Zheng Hong,
11.5% * 6.5% }6.5% ° 6.5% by Mr. Guo Yucheng and 6.5% by Mr. Fu Anxu.

2. HRBIE EREIEER38.0%Em IR AR E3XX 2. Mr. Liu is deemed to be interested in 584,000,000 Shares referred to in

P 51 P it 2 584,000,0000% A% {7 % B A %

B EXPEEEN BE-_T——F+-H=1+—H
b BEE ARAEIBTHRABREE ZBEAL
EEA AN R S E AR AREDEE 2 (E Rt - SRR
N EHZ EMERIIXR -

Note 1 above by virtue of his 38.0% 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 2011.
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SUBSTANTIAL SHAREHOLDERS

As at 31 December 2011, 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

FERGEE
R ERR HE BT
A R 7 48 2
Number of Shares WA E D (%)

held/interest in Approximate % in

RREB the Shares and 54 the total issued
Name of Shareholders aggregated interest Capacity share capital
L (fH3EE) 584,000,000 BEwnEBA 69.0%
Cheerhill (Note) Beneficiary owner

5T Note:

584,000,0000& B A Ty AR &5 B - K2 B TR A S A
BHERSLEE TP IAE SHFEREE BT L+ 3E
A REL B E SRR E S #HB38.0%26.0% 11.5%
11.5% ~6.5%%6.5% °

BREXFBEEEN HE_T——F+-A=+—H
1 ARD B A A T SRR BRI R
o R EAREE S M ROIZAME RN AR 2
BIORR B AR RIREE S M E GPI5E336
GEREBRMPRH I EEIAE -

BERONES 2L

ARRA] - HEERRA A SREAE A KB A F MR F S
N AL AE (O R R N B R AT S (AR & B - B
EFEMHEBEARANEMEMEABRBZ RO LE
BEs (BREESR) MR-

The 584,000,000 Shares were held by Cheerhill, the entire issued share capital of
which is ultimately beneficially owned as to 38.0% by Mr. Liu Hongliang, 26.0%
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 as at 31 December 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.

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 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 wholly owned subsidiary of the Company, and
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. Besides, Weifang Parasia Chemical Co. Ltd.
("Weifang Parasia”), being one of the key operating subsidiaries
of the Group, has supplied steam to Weifang Xiang Rui Properties
Management Ltd. (“Weifang Xiang Rui”), an indirect subsidiary of
Weifang Tianhong, at fair market terms in total sum of approximately
RMB313,000 during the year under review (the “Supply”).

Weifang Tianhong and Weifang Xiang Rui are connected persons
to the Company as Mr. Liu Hongliang, Mr. Wang Zijiang, Mr. Guo
Xitian and Mr. Guo Yucheng, all being executive Directors, have
majority voting control of Weifang Tianhong and Weifang Xiang Rui.
The transaction under the Lease constituted a continuing connected
transaction of the Company and the transaction of the Supply also
constituted a connected transaction of the Company. However, as both
of the Lease and the Supply are de minimise transactions under Rule
14A.33(3) of the Listing Rules, they were exempted from the reporting,
announcement and independent shareholders’ approval requirements
under the Listing Rules.

Save as disclosed above and in note 30 to the financial statements for
the year ended 31 December 2011 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.
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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 “Share Option
Scheme") adopted by the Company on 4 October 2006, 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 from time to time. The total number of Shares 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 in issue unless
approval by the Shareholders 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
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 to be issued upon exercise of
the options shall be no less than the higher of (i) the closing price of
the Shares 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 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 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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Directors’ Report

No share option has been offered or granted by the Company under
the Share Option Scheme during the year under review. Details of
movements of the existing share options under the share option scheme
of the Company for the year ended 31 December 2011 are set out the
following table:

RENERITRE FRETRE FRERK  RERERTE

Outstanding at Exercised Forfeited Outstanding at

the beginning of during during the end of

AR AER Category of grantee the year the year the year the year
EE Employees 2,191,000 2,191,000 - -
PR Supplier 100,000 - 100,000 -
aqt Total 2,291,000 2,191,000 100,000 -

ERPTERBZ LA RER RG] s EMBZARR
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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 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.
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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 31 to 41 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 2011.

INDEPENDENT AUDITOR

The financial statements in respect of the financial year ended 31
December 2009 were audited by Grant Thornton (“GTHK"), now
known as JBPB & Co. Due to a merger of the businesses of GTHK and
BDO Limited ("BDO") to practice 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 years ended 31 December 2010 and 2011
were audited by BDO.

A resolution will be proposed at 2012 AGM to re-appoint BDO as the
auditor of the Company.

On behalf of the Board
Liu Hongliang
Chairman

Hong Kong, 23 March 2012
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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
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

Accountable to the Shareholders, 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 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 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.
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Corporate Governance Report

BOARD OF DIRECTORS (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 of the Company 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 as its own code
governing securities transactions of the Directors. Each of the
Directors has confirmed his compliance with the Model Code
for the financial year ended 31 December 2011. 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 (Continued)

(2

(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. Wang Zijiang (Mr. Wang has been
appointed as a general manager of the Company with effective
from 1 January 2012 as the terms of appointment of Mr. Chak
Kwan as a general manager of the Company has been expired
on 31 December 2011) 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 four committees, namely the Audit
Committee, the Remuneration Committee, the Safety and
Environmental Protection Committee and the Nomination
Committee (established on 16 December 2011), for overseeing
particular aspects of the Company’s affairs. All Board
committees have been established with specific written terms of
reference which deal clearly with their respective authorities and
duties.
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Board Committees (Continued)

During the year under review, 4 Board meetings, 2 Audit
Committee meetings, 1 Remuneration Committee meeting and
1 Safety and Environmental Protection Committee meeting were
held. No meeting was held for Nomination Committee. The

g attendance record of each Director at the aforesaid meetings is
set out below:
HEERLTH
Attendance of meetings
22K
BREEE
Safety and
ENEEE HFMZEE  Environmental
=g Audit  Remuneration Protection
Board Committee Committee Committee
HTES Executive Directors
Bt s Mr. Liu Hongliang*® 4/4 12 17N -
FFIkAE Mr. Wang Zijiang 444 12 - -
BHRELE Mr. Guo Xitian 4/4 12 - -
BEMFEE Mr. Guo Yucheng’ 4/4 12 - 1/1
BUFHTES Independent non-executive Directors
PREF g4 Mr. Leung Kam Wan'46 4/4 2 17N
REERfETE Mr. Gao Baoyu48 4/4 22 1/1 1/1
== LAEN Mr. Liu Chenguang?35 4/4 22 1/1 -
EEE Management
BB M. Fu Anxué - - - 111
B 5E Notes:
1. ERZEGTE 1. Chairman of the Audit Committee
2. BEREZEEKE 2. Member of the Audit Committee
3. FMEZEEER 3. Chairman of the Remuneration Committee
4. FMZEEKE 4, Member of the Remuneration Committee
5. REZEGEE 5. Chairman of the Nomination Committee
6. REZEEGKE 6. Member of the Nomination Committee
7. ZERIBREEGER 7. Chairman of the Safety and Environmental Protection
Committee
8. ZERIRREEGKE 8. Member of the Safety and Environmental Protection Committee
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BOARD OF DIRECTORS (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
the Audit Committee and he possesses recognised professional
qualifications in accounting required by the Listing Rules. The
main duties of the Audit Committee include:

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

o review the Group's financial controls, internal control
and risk management systems;

o 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;

o review and monitor the external auditor’s independence
and objectivity and the effectiveness of the audit
process, and to discuss with the external auditor the
nature and scope of the audit and reporting obligations
before the audit commences;

o make recommendations to the Board on the
appointment, reappointment and removal of the
external auditor, and approve the remuneration and
terms of engagement of the external auditor and any
questions of its resignation or dismissal;

o consider major investigation findings on internal control
matters as delegated by the Board or on its own initiative
and senior management’s response to these findings;

o review the Group's financial and accounting policies and
practices; and

o review the external auditor’'s management letter,
any material queries raised by the external auditor
to management about accounting records, financial
accounts or systems of control and management’s
response.
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BOARD OF DIRECTORS (Continued)
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Board Committees (Continued)
Two Audit Committee meetings were held during the year
under review to discuss and review the following matters:

1. review the financial statements as at 31 December
2010 and 30 June 2011 with the compliance of the
accounting standards, the Listing Rules and other
requirements in relation to financial reporting;

2. review and discuss the integrity and any significant
financial reporting judgements of the financial
statements of the Company;

3. review the Group'’s financial and accounting policies and
practices;
4. submit and recommend the Board to approve the

financial statements;

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

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

The members of the Audit Committee had met with the
executive Directors to (i) review the reports of the internal
control self-assessment and the corporate governance
compliance assessment of the Group; (ii) evaluate the
sufficiency of resources, the qualification and the experience
of the employees who were responsible for the accounting
and financial reporting of the Company, and the sufficiency of
training courses received by the employees and the relevant
budget and (iii) make recommendations to the Board in a Board
meeting held during the year under review.
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BOARD OF DIRECTORS (Continued)
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Board Committees (Continued)

The Remuneration Committee is chaired by Mr. Liu Chenguang
with effective from 1 January 2012, an independent non-
executive Director with Mr. Liu Hongliang, an executive Director,
Mr. Leung Kam Wan, an independent non-executive Director
and Mr. Gao Baoyu, an independent non-executive Director,
as the three other members. The Remuneration Committee is
mainly responsible to (i) make recommendations to the Board
on the Company's policy and structure for remuneration of
all Directors and senior management of the Company and
on the establishment of a formal and transparent procedure
for developing remuneration policy; (ii) review and approve
the management’s remuneration proposals with reference
to the Board’s corporate goals and objectives; (iii) make
recommendations to the Board on the remuneration packages
of individual executive Directors and senior management of
the Company after considering salaries paid by comparable
companies, time commitment and responsibilities and
employment conditions elsewhere in the Group; (iv) review
and approve compensation payable to executive Directors and
senior management of the Company for any loss or termination
of office or appointment to ensure that it is consistent with
contractual terms and is otherwise fair and not excessive; and (v)
ensure that no Director or any of his/her associates is involved in
deciding his/her own remuneration.

During the year under review, the Remuneration Committee has
held one meeting to review and approval of the remuneration
packages for all the Directors and senior management of the
Company by reference to their responsibilities and duties, the
Group's operating results and achieved corporate objectives,
after taking into account also the comparable market
conditions. No Director shall participate in any discussion and
resolution about his own remuneration.

The Company has established a Nomination Committee
since 16 December 2011. The Nomination Committee is
chaired by Mr. Liu Hongliang, an executive Director, with Mr.
Liu Chenguang and Mr. Leung Kam Wan, as the two other
members, both are independent non-executive Directors. The
Nomination Committee is mainly responsible to (i) review the
structure, size and composition (including the skills, knowledge
and experience) of the Board and make recommendations
on any proposed changes to the Board to complement the
Company’s corporate strategy; (ii) identify individuals suitably
qualified to become Board members and select or make
recommendations to the Board on the selection of individuals
nominated for directorships; (iii) assess the independence
of independent non-executive Directors; and (iv) make
recommendations to the Board on the appointment or re-
appointment of Directors and succession planning for Directors,
in particular the chairman and the general manager of the
Company.
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BOARD OF DIRECTORS (Continued)
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Board Committees (Continued)
No meeting was held for the Nomination Committee during the
year under review.

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:

o to formulate the Group’s overall safety and
environmental protection plans and regulations and
make recommendations to the Board for approval;

o to establish and maintain a safety and environmental
production environment of the Group;

o to examine and supervise the productions and
operations of the Group and ensure the Group's safety
and environmental protection policy and regulations are
implemented effectively;

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

o to handle all complaints regarding the safety and
environmental aspect of the Group and make
recommendations to the Board for improvement.

The Safety and Environmental Protection Committee has held
one meeting during the year under review to discuss and review
the following issues:

1. to review the latest developments of integrated
utilisation of hydrochloric acid system and make closely
monitoring on its overall performance;

2. to review the latest safety and environmental protection
status of the Group with reference to the current rules
and regulations implemented by the State; and

3. to access and anticipate the safety and environmental
protection issues for the new production lines
constructed during the year and make recommendations
to the Board for enhancing its safety and environmental
protection functions.
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BOARD OF DIRECTORS (Continued)

(3) Board Committees (Continued)
All Board Committees are established with defined written terms
of reference which deal clearly with their authorities and duties.
The term of reference of the Board Committees are posted on
the Company’s website and are available to Shareholders upon
request.

(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.

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 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 an strictly prohibited under the Company’s policy. The
general manager of the Company is an identified and authorised person
to respond the enquiries made in connection with the Group's affairs.
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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. 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 business
operation is sound and 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 on internal control operations during the year
under review that is aimed to test the reasonableness of the existing
internal control operations, prompt employee to step in evaluation of
the implementation of internal control system, serves to rectify internal
control operations immediately if any shortcoming, facilitate the Board
and the Audit Committee to assess the internal control operations of
the Group more effectiveness.

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.

40 RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED



ERRNEE

ARRRR BRBEFRERERRIEMEE SR
EREB -EFEIRLBRZBERTMEZES L
ITRIFEIRRDGHEARBZBRRBERE
PATRBCR R & R it BR A B AR SR B S 7 R RE e B A5 AR
ZEH UERRBERAERE ZRZER -FIARRS
BAERNARBRREIAG LR ZREZFHEHEBER

=

=
AR

EREFER ARAERD - TEZBEXBAR
HERFHERRAFAGRS EREMERAE
(mE) ANERD HEBEXRBAMEL -MBEER
RAG LREMRBROURETARR-

EREFGR AGXTFOHBETRRENARR
ZEARRF Y E R ERRUAERT AR RMEEH
B L fr] T o

R ETIN

ERESEER SN RERNAR RTINS 2 26D B
£ #9800,000/ 7T IREFIAT

T IR
FEEA RS

400,000 7T
350,000/ 7T

AEEED
E
gt=

BEE —T——F=-A=+=H

Corporate Governance Report

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. All
Shareholders have statutory rights to call for special general meetings
and put forward agenda items for consideration by Shareholders.

During the year under review, the notice of annual general meeting has
been despatched 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 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 external auditor of approximately HK$0.8
million is set out as follows:

Audit services HK$400,000
Non-audit services HK$350,000
On behalf of the Board
Liu Hongliang
Chairman
Hong Kong, 23 March 2012
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BIUAZEEIFRE  Independent Auditor’s Report
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Tel : +852 2218 8288 25t Floor Wing On Centre
Fax: +852 2815 2239 111 Connaught Road Central
www.bdo.com.hk Hong Kong

TEEE 1 +852 2218 8288 ERTHER1155

85 : +852 2815 2239 KRAD251

www.bdo.com.hk

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
44 to 116, which comprise the consolidated and company statements
of financial position as at 31 December 2011, and the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of cash flows and the consolidated
statement of changes in equity 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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Independent Auditor’s Report

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’s considers internal control relevant to the
entity’s preparation of the 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 2011 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, 23 March 2012
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#ralkzEER Consolidated Income Statement
HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

B 5 —E——F —E-EF

Notes 2011 2010

AR¥T T ARET T

RMB’000 RMB’000

= Turnover 6 972,163 881,775
HEKA Cost of sales (752,402) (658,007)
EF Gross profit 219,761 223,768
HAto g A Other income 6 5,023 6,786
WEYFEEMIEE Revaluation gain on investment properties 16 230 860
HEMX Selling expenses (21,611) (23,089)
THAX Administrative expenses (35,140) (30,126)
H e & Fsz Other operating expenses = (17,701)
B T5 A AN Finance costs 7 (6,642) (7,237)
B Fr B 8 A S R Profit before income tax 8 161,621 153,261
IS fiA > Income tax expense 9 (29,261) (24,035)
AR EEF Profit for the year 132,360 129,226

SREF Earnings per share 13

(BEF))

(Restated)

—HE R — Basic ARK#0.156t  ARK®0.1587T
RMBO0.156 RMBO0.158

—#58 ~ Diluted AR¥0.156t ARM0.1577T
RMBO0.156 RMBO0.157
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mEZMEWERK Consolidated Statement of Comprehensive Income
HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

—E——F —T-TF
2011 2010
ARET T ARBTT
RMB’000 RMB’000
AEERR Profit for the year 132,360 129,226
H 2wz, (Bk) Other comprehensive income/(expense)
MEEGIGE Gain on revaluation of properties 392 =
BERYEEFEZRELEHIEAE Deferred tax liability arising on revaluation of
properties (98) -
BREGIINEBTERREEZ Exchange loss on translation of financial
bE 3 &8 statements of foreign operations (689) (539)
AEEHMEEAX Other comprehensive expense for the year (395) (539)
AEEEERZHETE Total comprehensive income for the year 131,965 128,687




FEBIEARRR  Consolidated Statement of Financial Position
RZZT——F+=-_A=+—H Asat 31 December 2011

Mo —ZET——F —E-FF
Notes 2011 2010
AR¥ Tt AREFIT
RMB’'000 RMB’000
EEHEE ASSETS AND LIABILITIES
FREBEE Non-current assets
L ER NS Property, plant and equipment 14 399,279 379,930
TENT T E5RIR Prepaid land lease payments 15 55,294 56,587
AW Investment properties 16 12,440 11,710
BEEWE BMEK&RMEZ  Deposits paid for acquisition of property,
BENETE plant and equipment 2,432 1,088
EETHIBEE Deferred tax assets 17 63 126
469,508 449,441
REBEE Current assets
FE Inventories 18 85,529 65,364
B RUWER R EWZEE  Trade and bills receivable 19 210,348 117,333
TEA SRIE K H A FEULGRIE  Prepayments and other receivables 15,577 53,238
BNHARE I8 & = Current tax assets = 1,029
B IRRITIEK Pledged bank deposits 20 13,400 10,500
R1THIIR & 4552 Bank and cash balances 20 63,889 42,382
388,743 289,846
REBAE Current liabilities
EHEMERENMEMEE  Trade and bills payable 21 37,851 24,557
FERT ARATBR R & Accruals and
H A fE N IR other payables 53,654 67,686
RITEE Bank borrowings 22 70,000 59,900
ENEATRIE B & Current tax liabilities 9,681 8,703
171,186 160,846
REBEEFE Net current assets 217,557 129,000
BWEERARBER Total assets less current liabilities 687,065 578,441
FREBEE Non-current liabilities
RITEE Bank borrowings 22 39,000 30,000
PR IE A Deferred income 23 15,931 18,671
FEHIEAE Deferred tax liabilities 17 2,463 2,255
57,394 50,926
EERE Net assets 629,671 527,515
R EQUITY
RATEEAELELRE  Equity attributable to the Company’s owners
& A Share capital 24 7,786 4,216
& Reserves 25 621,885 523,299
MR Total equity 629,671 527,515
2= FFI
LIU HONGLIANG WANG ZUIANG
BF BF
Director Director
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BIF& AR Statement of Financial Position

N\—ZT——F+ZA=+—H Asat31 December 2011

M —E——F —E-TF
Notes 2011 2010
AR¥ T AREF T
RMB’000 RMB'000
EEHEE ASSETS AND LIABILITIES
RBEE Non-current assets
M BB k& Property, plant and equipment 14 = 5
REBRARZIRE Investments in subsidiaries 26 = =
- 5
REBEE Current assets
NG Amounts due from subsidiaries 26 187,351 189,455
FE YR B Dividend receivables 56,302 86,558
TER R M HAb fEUCFRIE  Prepayments and other receivables 260 322
RITERIR S 4tk Bank and cash balances 20 10,784 17,171
254,697 293,506
REEE Current liabilities
R RATER TR & Accruals and
H N IR other payables 503 388
503 388
REEEFE Net current assets 254,194 293,118
EEFE Net assets 254,194 293,123
xR EQUITY
&S Share capital 24 7,786 4,216
] Reserves 25 246,408 288,907
mrER Total equity 254,194 293,123
2= FFI
LIU HONGLIANG WANG ZUIANG
E EBEZE

Director Director




HEHESARER Consolidated Statement of Cash Flows

HE-T——F+=-A=+—Hit

FE  For the year ended 31 December 2011

B 5 —E——F —E-TF
Notes 2011 2010
AR®T T AR®ET T
RMB’'000 RMB'000
REELEEE2HESTRE Cash flows from operating activities
B BT 1S 7 B AN F 05 7 Profit for the year before income tax 161,621 153,261
I Adjustments for:
FB UL A Interest income 6 (444) (205)
A EHX Interest expenses 7 6,642 7,237
i Amortisation 8 1,293 1,293
e Depreciation 8 40,527 37,820
R ST WA FE ] Release of deferred income 6 (2,740) (2,740)
(Momz=rl EIRFEZ (Reversal of write-down)/Write-down of
FEEEzZOESHE),/ inventories to net realisable value, net
T S EEMRE
""""" B35 %A 8 (1,996) 964
?xéf%%iﬁi*@ Revaluation gain on investment properties 16 (230) (860)
Hﬂ& HEEPR M2 Equity-settled share-based
FIEFAX payments expenses 8 1,020 1,158
HERMN LA EKIAE  Loss/(Gain) on disposals of prepaid land
ME - BB RFE lease payments and property, plant and
SFEE CFUER) equipment, net 8 5 (2,276)
EMEUGIERMERKE  Impairment loss on other receivables 8 = 581
L E R Impairment loss on property, plant and
BEEIE equipment 8 = 14,400
Ket&@EESEEA 2 Operating profit before
1 5 A working capital changes 205,698 210,633
FEIEN Increase in inventories (18,169) (23,106)
ZSEWER  EREEE  Increase in trade, bills and
A fEBGRIE & other receivables and
TRt FRIEE N prepayments (82,120) (21,164)
ZSEMNER  ENZEEE  Increase in trade, bills and
E RN RIE R other payables and
FEAS AR AT AR FRIE A0 accruals 12,960 734
REXEBRSRS Cash generated from operations 118,369 167,097
BT R Income taxes paid (27,081) (12,608)
RELKEE 2EESFEE Net cash generated from operating activities 91,288 154,489
REXBKEEZHELRE Cash flows from investing activities
BEYE BWFEKIEB Purchase of property, plant and equipment (75,030) (61,159)
HETER L EFKIEE  Proceeds on disposals of prepaid land lease
ME - BERZREZ payments and property, plant and
FrS s I8 equipment 26,819 =
2 HF S Interest received 444 205
B IRIT 7 L N Increase in pledged bank deposits (2,900) (10,500)
REXBFTAZESFHE Net cash used in investing activities (50,667) (71,454)
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mEEEARER Consolidated Statement of Cash Flows
HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

Bt aE —E——fF —=F
Notes 2011 2010
ARET T AR®ET T
RMB’000 RMB'000
MEXBKEELEZHLRE Cash flows from financing activities
BERRE Dividends paid 12(b) (32,012) (8,800)
EARALE Interest paid (6,680) (7,322)
EBRIEITEE Repayments of bank borrowings (105,224) (105,440)
FIRITEE New bank borrowings raised 124,324 47,900
BB F R Net repayments of discounted bills = (1,729)
RIRALE BITHAR 2 Proceeds from issue of new shares upon
FriS 58 placing 24() = 18,320
BTER Issuing cost = (500)
REEAREEIT(FMEETT  Proceeds from issue of new shares upon exercise
% 2 TS EIE of share options 27(i) 1,183 702
BMEEKTAZEESFEE Net cash used in financing activities (18,409) (56,869)
RekFAELEHEER Net increase in cash and
B nE 5 cash equivalents 22,212 26,166
FYzRERRE Cash and cash equivalents at
%{EI1EH beginning of year 42,382 16,758
SNEEREE) 2 B Effect of foreign exchange rate changes (705) (542)
FRZEER Cash and cash equivalents at
ReEEER end of year 63,889 42,382
ReRBRESEHEER Analysis of balances of cash and cash
R equivalents
RITELIR & A Bank and cash balances 63,889 42,382
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mEEEEHR Consolidated Statement of Changes in Equity

HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

HRA%HZ SEERRE
L HEHE  ERLKEER Foreign
[ RiEE RHRE  B#ORE Property D% Share-based Capital currency REEA BERS
Share Share Spedial Surplus revaluation Public payment  contribution translation Retained Proposed &it
capital premium reserve  reserve fund reserve  welfare fund reserve reserve reserve profits dividends Total
AEMTT ARETT ARETT ARETT ARETT  ARETT  ARETR  ARETR AEBTT AEBTT AEBTT NRETT
RMB'000 RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Mfit2sa) (Ht&£2sh) (Rfztase) (Rfstasd) (Ff&Ease) (Mstast) (Rfztasg)
(note 253) (note 25b) (note 25¢ (note 25d) (note 25¢) (note 25) (note 259)
Balance at 1 January 2010 4031 89,544 31182 18807 1359 633 5 3,105 (139) 230501 8,800 387,948
8 (M120) Dividend paid (note 12(b)) = = = = = = - - = - (8:800) (8:800)
REREZTHRE (H2240)  lsue of new shares upon placing
(note 24()) 174 18,146 - - - - - - - - - 18320
BER Issuing cost - (500) - - - - - - = - - (500)
REREEAEMRTIR Issue of new shares upon exercise

(B&tar) of share options (note 27() 1 %7 - - - - (296) - - - - 0

REEENRREHZHEEL  Equitysetled share-based

payments expenses - - - - - - 101 1,057 - - - 1,158
2REARS Transactions with owners 185 18633 - - - - (195) 1057 - - (8800) 10,880
REEER Profit for the year - - - - - - - - - 129226 - 129226
EH2ERR Other comprehensive expense

g \%Wﬁ BRRELZ  Bchange loss on translation of

finandial statements of foreign

operations - - - - - - - - (539) - - (539)
REERMAE (%) / Total comprehensive (expense)/

hzaE income for the year - - - - - - - - (539) 129226 - 128,687
4g Trasfer - - - 11337 - - - - - (11.337) - -
ZF-SFEERE (HiF12e) 2010 proposed dividends

(note 12(a)) - - - - - - - - - 32012) 32012 -
R=8-8£+-F=1-ARk Balance at 31 December 2010

—§--5-f-PEH and 1 January 2011 4216 108177 3118 30,144 1,359 633 530 4,162 (1.278) 316,378 2,012 521515
BHRE (Kit1ab) Dividends paid (note 12(p) = = = = = = = - - - (32012) (32012)
BT (H2400) Bonus ssue of shares (note 24(i) 355 (3.552) - - - - - - - - - -
RERERGEMETRR Issue of new shares upon exercise

(Bsk70) of share options (note 27()) 18 1,708 - - - - (543) - - - - 1,183
EEENRAZZFERL  Equitysetled share-based

payments expenses - - - - - - 13 1,007 - - - 1,020
HEEARS Transactions with owners 3570 (1,844) - - - - (530) 1007 - - (32012) (29,809)
REFET Profit for the year - - - - - - - - - 132,360 - 132,360
H2ERE/ (B%) Other comprehensive

income/(expense)
Efth$iEE Surplus on revaluation of properties - - - - 39 - - - - - - 39
ERMEMELZEEHEARE  Defered tax abity arsing on

revaluation of properties - - - - (98) - - - - - - (%)

Exchange loss on translation of

financial statements of foreign

operations - - - - - - - - (689) - - (689)
REERMRENE/ Total comprehensive income/

(B%)88 (expense) for the year - - - - 29 - - - (689) 132,360 - 131,965
£ Transfer - - - 7800 - - - - - (7.800) - @
“F--FEFRERE 2011 proposed final dividend

(&E120a) (note 12(a) - - - - - - - - - (20,760) 2,760 -
Ro®-—E+ZBZT-AEH Bolanceat 31 December 2011 1786 10633 1| 794 163 3 - 5169 (197 a0 w6
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General information

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 26
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 44 to 116 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 2011

were approved for issue by board of the directors of the Company
on 23 March 2012.
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2.

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 2011:

HKAS 24 (Revised) Related Party Disclosures

HKFRSs (Amendments) Improvements to HKFRSs 2010

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 24 (Revised) — Related Party Disclosures

HKAS 24 (Revised) amends the definition of related party and
clarifies its meaning. This may result in changes to those parties
who are identified as being related parties of the reporting entity.
The Group has reassessed the identification of its related parties
in accordance with the revised definition and concluded that
the revised definition does not have any material impact on the
Group'’s related party disclosures in the current and previous
years.

HKAS 24 (Revised) also introduces simplified disclosure
requirements applicable to related party transactions where the
Group and the counterparty are under the common control, joint
control or significant influence of a government, government
agency or similar body. These new disclosures are not relevant to
the Group because the Group is not a government related entity.

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.
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HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

Adoption of new or amended HKFRSs
(Continued)

Amendments to HKAS 1 (Revised) — Presentation of

Items of Other Comprehensive Income

The standard is effective for accounting periods beginning on or
after 1 July 2012. The amendments to HKAS 1 (Revised) require
the Group to separate items presented in other comprehensive
income into those that may be reclassified to profit or loss in
the future (e.g. revaluations of available-for-sale financial assets)
and those that may not (e.g. revaluation of property, plant and
equipment). Tax on items of other comprehensive income is
allocated and disclosed on the same basis. The amendments will
be applied retrospectively.

HKFRS 9 Financial Instruments

The standard is effective for accounting periods beginning on
or after 1 January 2015 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.

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.
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2.

Adoption of new or amended HKFRSs
(Continued)

HKFRS 11 - Joint Arrangements

The standard is effective for accounting periods beginning on
or after 1 January 2013. Joint arrangements under HKFRS 11
have the same basic characteristics as joint ventures under HKAS
31. Joint arrangements are classified as either joint operations
or joint ventures. Where the Group has rights to the assets
and obligations for the liabilities of the joint arrangement, it is
regarded as a joint operator and will recognise its interests in
the assets, liabilities, income and expenses arising from the joint
arrangement. Where the Group has rights to the net assets of the
joint arrangement as a whole, it is regarded as having an interest
in a joint venture and will apply the equity method of accounting.
HKFRS 11 does not allow proportionate consolidation. In an
arrangement structured through a separate vehicle, all relevant
facts and circumstances should be considered to determine
whether the parties to the arrangement have rights to the net
assets of the arrangement. Previously, the existence of a separate
legal entity was the key factor in determining the existence of a
jointly controlled entity under HKAS 31. HKFRS 11 will be applied
retrospectively with specific restatement requirements for a joint
venture which changes from proportionate consolidation to the
equity method and a joint operation which changes from equity
method to accounting for assets and liabilities.

HKFRS 10 - Consolidated Financial Statements

The standard is effective for accounting periods beginning on or
after 1 January 2013. HKFRS 10 introduces a single control model
for consolidation of all investee entities. An investor has control
when it has power over the investee (whether or not that power
is used in practice), exposure or rights to variable returns from
the investee and the ability to use the power over the investee to
affect those returns. HKFRS 10 contains extensive guidance on
the assessment of control. For example, the standard introduces
the concept of “de facto” control where an investor can control
an investee while holding less than 50% of the investee’s voting
rights in circumstances where its voting interest is of sufficiently
dominant size relative to the size and dispersion of those of
other individual shareholders to give it power over the investee.
Potential voting rights are considered in the analysis of control
only when these are substantive, i.e. the holder has the practical
ability to exercise them. The standard explicitly requires an
assessment of whether an investor with decision making rights
is acting as principal or agent and also whether other parties
with decision making rights are acting as agents of the investor.
An agent is engaged to act on behalf of and for the benefit of
another party and therefore does not control the investee when
it exercises its decision making authority. The implementation
of HKFRS 10 may result in changes in those entities which are
regarded as being controlled by the Group and are therefore
consolidated in the financial statements. The accounting
requirements in the existing HKAS 27 on other consolidation
related matters are carried forward unchanged. HKFRS 10 is
applied retrospectively subject to certain transitional provisions.
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HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

Adoption of new or amended HKFRSs
(Continued)

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 amendments 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.

Summary of significant accounting policies

(a) 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.

—Z——44% ANNUAL REPORT 2011 55



B 7 KRMIZE  Notes to the Financial Statements

HEZZ——F+-A=+—HIFE For the year ended 31 December 2011

3.

56

FE

(b)

BT ERERBE (&)

REEEREKESH
REMBHRREEARAREMBRRE
EBF+A=t+—RALzHB®REK-

fE A BRI EE X AN EE H A
BRIRE A WK IS A R BAR
ABREBEA-

REBEZKERAZHENRZ S X HEHR
RARBRWE R BRIV EHRGE I
WMRAEFE - REANEEHENRER
BENGERE L MABEETS
WAREEz ARETRERR - HEAR
BBHRRAMBEZSHERBFTER
TEFEE - PARE(R BN SR BIER AN 2 & RT R
B2

U BB BT A Bl 7S Ty AW A AR - Mk
BRARAEE (EREBS) MEBZ
BE EEZBBERBETZRERNKER
Wz RHEEAERFE - FTUIE 2 A5
BEMAEZTZNEEZIERKER
Bz RHEERE - ARBERF A RK
B ZBERKE Rz A EEEN
B TEL 2B MR iR - NEE
ARERRZERE QT EESILENS
WUHETT Al Rl B E R E 2 L IR E3F
AR RS o PTEE A 2 WHB AR R A AR — 151
TR

WD T 8B ZERRANEGZK
BRBZ A HEEE - HERHKEE
HE ERAEDREFEHE (&K
AR B HEREH12(E A ) RATERIS B UK
BREATEECHENMIELR 778
BEBHER - DEREEXBBEZHARK
BZREEMERREGNIBaEMER
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RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

Summary of significant accounting policies
(Continued)

(b) 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.

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.
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3. Summary of significant accounting policies
(Continued)

(b) Basis of consolidation and business combination

(9]

(Continued)

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.

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.

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 currency
translation reserve in equity.

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

Buildings 4.5% — 5% or the lease term,
whichever is shorter

Leasehold 20% or the lease term, whichever
improvements is shorter

Plant and machinery 6% — 10%

Motor vehicles 18% — 20%

Furniture, fixtures and  18% — 20%
office equipment

The assets’ residual values, depreciation method 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.

RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

Summary of significant accounting policies
(Continued)

()

(9)

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.
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3. Summary of significant accounting policies
(Continued)

(9)

(h)

Investment properties (Continued)

For a transfer of an owner-occupied property to an
investment property, the deemed cost of investment
property is the fair value of the owner-occupied property
at the date of transfer and any revaluation gain or loss,
being the difference between fair value and the previous
carrying amount, is accounted for as a revaluation surplus
or deficit in equity. Increase is recognised directly in equity,
unless there was an impairment loss recognised for the
same property in prior years and a portion of the increase is
recognised in profit or loss to the extent of that impairment
loss. Decrease is recognised in profit or loss for any decrease
in excess of the amount included in the revaluation surplus
for that property.

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) thereis intention to complete the intangible asset and
use or sell it;

(i) 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.

RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

Summary of significant accounting policies
(Continued)

0]

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.

Impairment of financial assets

At each reporting date, financial assets are reviewed to
determine whether there is any objective evidence of
impairment.
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3. Summary of significant accounting policies
(Continued)

(i)

Financial assets (Continued)

Impairment of financial assets (Continued)

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.

If, in subsequent period, the amount of the impairment
loss decreases and the decrease can be related objectively
to an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed to the
extent that it does not result in a carrying amount of the
financial asset exceeding what the 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.
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3.

REEACTERBRZAT TIANDE CHEMICAL HOLDINGS LIMITED

Summary of significant accounting policies
(Continued)

()

(k)

)

Inventories

Inventories are carried at the lower of cost and net
realisable value. Net realisable value is the estimated selling
price in the ordinary course of business less the estimated
cost of completion and applicable selling expenses. Cost
is determined using the weighted average basis, and in
the case of work in progress and finished goods, comprise
direct materials, direct labour and an appropriate proportion
of overheads, and where appropriate, subcontracting
charges.

Cash and cash equivalents

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.

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(1)).

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.



B KZMIZE  Notes to the Financial Statements

HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

3. IEETHEME (&)

(0

(m)

BgaE (&)

&
EEVFRATFBENBRR HRAER
HIZ AR EEA AR SRS R
(B ZA) BELOEERZ E £
B IREERAERERN AR ER
FERR

EESEARDEE BIEAREHEE
GHENEEERERAED+ @A
RIEERIERI

BEZ RN EARERAGENRE
B 5 RN BN RIE M AR IR
FRERNFEERER  RRABBRMNEX
R AT E

HE

HAEBMEE —HARHE TREHEESR
RAER—HAXZREEEEZER M
EREANRSEEL —RINAKIERE
H AR (BRE-ERIH—FIIR
Z)BRHBEHE - AEBEN A ZE
R ERAREK  TEEE LT
W AEERZBALHEREHEEEN A
EFR e

() AEEAREZEEZDE
AEBRHERAMEAEZBX
BoRER M ERERETAEEZE
E-DoBRARRAEHERE M
MEW B 2 BARD B
K Ol HeEE T AEE QDA RK
EHEE BETIERBISN:

REEHERENYENFERE
MEZEE ARENMES AR
REME-MEDBRREME
ARTAEFRARMERERAF
EHER (RMEE3()) °

3. Summary of significant accounting policies
(Continued)

(0

(m)

Financial liabilities (Continued)

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.

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)).
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3.

Summary of significant accounting policies
(Continued)

(m) Leases (Continued)

(ii)

(iii)

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.

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.
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3. Summary of significant accounting policies
(Continued)

(n)

(o)

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.

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 amortisaton, 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.
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3.

RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

Summary of significant accounting policies
(Continued)

(p)

(a)

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.

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.
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3. Summary of significant accounting policies
(Continued)

(r)

Impairment of other 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.

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.
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3.

REEACTERBR AT TIANDE CHEMICAL HOLDINGS LIMITED

Summary of significant accounting policies
(Continued)

(s)

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 People’s Republic of China (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.

RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

Summary of significant accounting policies
(Continued)

(t)

(u)

Borrowing costs

Borrowing costs incurred for the acquisition, construction
or production of any qualifying asset are capitalised, as part
of the cost of a qualifying asset, during the period of time
that is required to complete and prepare the asset for its
intended use or sale are being undertaken. 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.

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.

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.



B KRMIZE  Notes to the Financial Statements

3. IEETHEME (&)

(u)

Bl zast % (&)
BELERBARBIRNMBARZREE
A2 AT E I Z AR - MmN SR A]

%ﬂﬁhiﬁZ%@&ﬁhiﬁﬁﬁT
BENE AT B SR B @ RIRR S

BRI T 73 - RIE A A
BAEy BEEAMARERE TSR
KBS 2 B H o

REEHBEEXBBE BT IR IBERE
R fis B EoAth 2 T YR 2 Sk S B B AN B
HEtAZIBE AR AR Ef 2K
HENERER -

VAR A E R HIR A ER SR
TERAFFEZS

(@ AERBEEERHINITEA KD HE
AR &

O HEANFEEEAH AFARER
AR A -

AREBRSNAMERAFRZIRT
MIAEERREERIARE:

(@) HEBMEARBIAITER KA
BREEENNPRBEREYHE &

(b) EEFRIAEEELEN AR EEH
PR — TR TS B L A L] — IR AT
B TS -

() R—ERRER: =X

(i) FHERBBEARREME (8
HITE R B AR A A B Sk
BAFENELCHBRENRE
BE) SR EEEE IR
BEEREENARAREREE

MERRENTRERRE
B8,

HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

Summary of significant accounting policies
(Continued)

(u) Accounting for income tax (Continued)

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) it intends either to settle on a net basis, or to realise
the asset and settle the liability simultaneously.

The Group presents deferred tax assets and deferred tax
liabilities in net if, and only if,

(@)  the entity has a legally enforceable right to set off
current tax assets against current tax liabilities; and

(b)  the deferred tax assets and the deferred tax liabilities
relate to income taxes levied by the same taxation
authority on either:

(i) the same taxable entity; or

(i) different taxable entities which intend either
to settle current tax liabilities and assets on a
net basis, or to realise the assets and settle the
liabilities simultaneously, in each future period
in which significant amounts of deferred tax
liabilities or assets are expected to be settled or
recovered.
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REEACTERBR AT TIANDE CHEMICAL HOLDINGS LIMITED

BT ——F+-A=F—HIFE Forthe year ended 31 December 2011

Summary of significant accounting policies
(Continued)

(v) Segment reporting

The Group identifies operating segments and prepares
segment information based on the regular internal financial
information reported to the chief operating decision maker
(i.e. 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.

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;

(i)  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.
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3. Summary of significant accounting policies
(Continued)

(v)

Segment reporting (Continued)

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 fair value gains related
to investment property

- 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.

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.
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3. Summary of significant accounting policies
(Continued)
(w) Related parties

A person or a close member of that person’s family is
related to the Group if that person:

(@

76 REACTERBR AT TIANDE CHEMICAL HOLDINGS LIMITED

(i)
(if)
(iif)

has control or joint control over the Group;
has significant influence over the Group; or

is a member of key management personnel of
the Group or the Company’s parent.

An entity is related to the Group if any of the
following conditions apply:

(iif)

(iv)

(vi)

(vii)

The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to the
others).

One entity is an associate or joint venture of the
other entity (or an associate or joint venture of
a member of a group of which the other entity
is a member).

Both entities are joint ventures of the same
third party.

One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

The entity is a post-employment benefit plan
for the benefit of the employees of the Group
or an entity related to the Group.

The entity is controlled or jointly controlled by a
person identified in (a).

A person identified in (a)(i) has significant
influence over the entity or is a member of key
management personnel of the entity (or of a
parent of the entity).
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(Continued)

(w) Related parties (Continued)
Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity
and include:

(i) that person’s children and spouse or domestic
partner;

(i) children of that person’s spouse or domestic partner;
and

(i)  dependents of that person or that person’s spouse or
domestic partner.

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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4. Critical accounting estimates and
judgements (Continued)

Critical accounting estimates and assumptions
(Continued)

(ii)

(iii)

(iv)

RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

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 valuers have
used a method of valuation which involves input of 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 conditions and
the historical experience of manufacturing and selling
products of similar nature. It could change significantly as
a result of changes in customers’ taste and competitors’
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 estimates,
such difference will impact the carrying value of inventories
and write-down/reversal of write-down in the period in
which such estimates have 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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4. Critical accounting estimates and
judgements (Continued)

Critical accounting estimates and assumptions
(Continued)

(v)

(vi)

Taxation

The Group is subject to income taxes in Hong Kong and
the PRC. Significant judgement is required in determining
the provision for income taxes and the timing of payment
of the related taxes. 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 dividends, 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.
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5. Segment information

The executive Directors have identified the Group’s five product
and service lines as operating segments as further described in

note 3(v).
IEREN AR IRCHED) PREEBER These operating segments are monitored and strategic decisions
SR BRTE MMtk A —E (R are made on the basis of adjusted segment operating results.
—2--f
2011
FZHR
FZBR HTHER BARR
HEERER Chloroacetic ~ ftIEER
Cyanoacetic EEER  acdandits Fine HHtEER
acid and its Alcohol derivative petrochemical Other &t
ester products products products products  by-products Total
ARBTT ARETT ARETz AR¥TR AR%TRT ARETx
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
Yo : Revenue:
RENREP From external customers 844,268 63,955 16,158 37,092 10,690 972,163
2 EE 2 Wiz Inter-segment revenue - 39,028 214,127 - 991 254,146
DES:GE Pl e Reportable segment revenue 844,268 102,983 230,285 37,092 11,681 1,226,309
A E2HA 25 Reportable segment profit 184,412 5,929 89,461 1,476 2,820 284,098
mE - BERZ Depreciation of property,
e plant and equipment 20,536 388 7,981 338 6,140 35,383
WREAERFEL Reversal of write-down of
FEEEZEESR inventories to net realisable value 12 142 1,528 314 = 1,99
22BNz EE Reportable segment assets 372,328 25,070 91,383 35,814 81,884 606,479
B HEELM Additions to non-current segment assets 17,613 253 21,960 - 728 40,554
ERPBzEE Reportable segment liabilities 33,665 1,063 13,181 34,303 5,672 87,884

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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5. oHER (&) 5. Segment information (Continued)
—Z-TF
2010
ALER
SLER HETHER TEREH
HERER Chloroacetic (L THERM
Cyanoacetic BEER  addandits Fine  HitBIEm
acid and its Alcohol derivative  petrochemical Other B
ester products products products products by-products Total

ARBTL ARETR AREBTL ARETR ARETLE ARETR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

Yo : Revenue:
REIREP From external customers 782,474 64,649 4204 24,234 6,214 881,775
2 2 Yias Inter-segment revenue = 48636 141,039 = 45323 234,998
PEE Gyl 6 Reportable segment revenue 782,474 113,285 145,243 24,234 51,537 1,116,773
EHRABZEN/ Reportable segment profit/
(Eﬂa) (loss) 199,012 5,784 36,604 (17,141) 8,307 232,566
W% BERRE Depreciation of property,
e plant and equipment 19,019 546 4,671 2,231 6,062 32,529
REEBEHRZ Write-down of inventories to net realisable
AERSE value 117 91 1,295 148 - 1,651
WRETERFEY Reversal of write-down of inventories to
FEEB/ORSE net realisable value 21 = = 666 = 687
W% BERRE Impairment loss on property, plant and
5)@2@%%& equipment 1,272 = = 13,128 = 14,400
BoBzEE Reportable segment assets 305,653 19,640 64,228 31,260 75,564 496,345
3E/R§U"*K§Fi m Additions to non-current segment assets 38,458 759 28,530 671 515 68,933
EHENHAE Reportable segment liabilities 36,122 11,209 15,057 21,474 1,495 85,357
ALK E D IR 2 % TE KRB B 75 2R The totals presented for the Group's operating segments reconcile
KO 25|y AREBFEUKEE 2 HENT to the Group's key financial figures as presented in the financial

statements as follows:

e e

2011 2010

ARET T ARBT T

RMB’000 RMB’000

A 2o 32 e Reportable segment revenue 1,226,309 1,116,773
88 5 26 [ 2 W e Elimination of inter-segment revenue (254,146) (234,998)
REE Y Group revenue 972,163 881,775
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DEER (& 5. Segment information (Continued)
—E——fF T —TF
2011 2010
AR¥T T ARBT T
RMB’000 RMB’000
Al 2 5 &0 2 5 A Reportable segment profit 284,098 232,566
wEMERS A Rental income from investment properties 555 468
wEYESHILE Revaluation gain on investment properties 230 860
BRELEZEARD N2 Equity-settled share-based payment
FIEMAX expenses (1,020) (1,158)
B TSR A Finance costs (6,642) (7,237)
ETEE DB 2 YA Corporate unallocated income 1,283 3,293
ETESE 2 Corporate unallocated expenses (34,447) (32,211)
58 > 2B [ 2 = Elimination of inter-segment profit (82,436) (43,320)
B P45 5t A& Profit before income tax 161,621 153,261
—E——fF T -FF
2011 2010
AR%T T ARBT T
RMB’000 RMB'000
AIZHMNHB2EE Reportable segment assets 606,479 496,345
TEf L HERIA Prepaid land lease payments 56,587 57,880
Ay Investment properties 12,440 11,710
BEERIBEE Deferred tax assets 63 126
BNERR{ IR & B Current tax assets = 1,029
BRBIRITF Pledged bank deposits 13,400 10,500
RITRIB R LR Bank and cash balances 63,889 42,382
Y B KR Property, plant and equipment 101,877 89,374
HEhb¥ERE Other corporate assets 3,516 29,941
AEBEE Group assets 858,251 739,287
—E——fF —E-ZF
2011 2010
ARBT ARBT T
RMB’000 RMB’000
AZ2BoHcaE Reportable segment liabilities 87,884 85,357
RITEE Bank borrowings 109,000 89,900
EERIEB & Deferred tax liabilities 2,463 2,255
mBTRIEAE Current tax liabilities 9,681 8,703
BEMiEaE Other corporate liabilities 19,552 25,557
rEBEBE Group liabilities 228,580 211,772

KiE(CTHERAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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5. Segment information (Continued)

following geographical areas:

The Group's revenue from external customers are divided into the

—s——% —z-—=5

2011 2010

ARE TR AREET T

RMB’000 RMB’000

AR () PRC (domicile) 772,001 694,029
8 Taiwan 37,762 32,426
EH United States of America 31,395 35,391
& India 21,041 15,121
ERE Ireland 18,510 16,368
== Germany 15,089 18,396
Efh Others 76,365 70,044
972,163 881,775

BEPZHRE N NEMERELEREE - AR
REDRBEEBER LN HE HE2 R

BEDZIERBDEE-

EREREAYRA

AEE 2 TREBDEMBIRKRMT26HE
MAKREERBRAFRBZRA -AKEF
Nz EZEBWAREMPACDTERLT :

The geographical location of customers is based on the location
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.

6. Turnover and other income

other income recognised during the year are as follows:

The Group's principal activities are disclosed in note 26 to the
financial statements. Turnover of the Group is the revenue from
these activities. Revenue from the Group’s principal activities and

—E——F —E-TF
2011 2010
AR TR ARBT T
RMB’000 RMB’000
EEE Turnover
HERLBE R EEESR Sales of cyanoacetic acid and its ester products 844,268 782,474
HEERIEE & Sales of alcohol products 63,955 64,649
HER OB KETHE®R Sales of chloroacetic acid and its derivative products 16,158 4,204
HERMEAMR(ETHEER Sales of fine petrochemical products 37,092 24,234
$HE H b Bl ZE & Sales of other by-products 10,690 6,214
972,163 881,775
Hib A Other income
HEEMN T EERIER Gain on disposals of prepaid land lease payments and
ME - BE R EREF R property, plant and equipment, net = 2,276
EgER Government grants 226 799
MEHA Interest income 444 205
PEIE WA BED (F5E23) Release of deferred income (note 23) 2,740 2,740
RN Rental income 555 468
E A Sundry Income 1,058 298
5,023 6,786

—Z— 44 ANNUAL REPORT 2011
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B B A 7. Finance costs
—B——fF il -3
2011 2010
AR¥F T ARBT T
RMB’000 RMB’000

NTEBEZMEMAXE : Interest charges on:

RAFAZFEEE ZIEITEFK Bank loans wholly repayable within five years 6,642 7,142
MIRRIR Discounted bills = 95
6,642 7,237

AMBRIRITEE (BREHEREFEIRIEK
ZEHER) RERIBHETE &R E B2 B
BRABE—TE——F+_A=+—HLHF
B HBEREREEGERCBITEEZFEHA
R #2,347,0007T (=T —ZF : AR164,000
JC) °

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 2011, the interest on bank borrowings which contain
a repayment on demand clause amounted to RMB2,347,000
(2010: RMB164,000).

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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8. Profit before income tax

—E——F T —TF
2011 2010
AR TR ARBT T
RMB’'000 RMB’000
BRPAEHADE NS Profit before income tax is arrived at after
ek (T A) charging/(crediting):
B (KIE11()) Directors’ remuneration (note 11(a))
—HE — Fees 314 278
— % & MOERL — Salaries and allowances 3,363 2,473
—RRBRIGH B — Retirement benefit scheme contributions 72 65
3,749 2,816
HAh B TR Other staff costs 43,407 33,472
RIRTE R FTEI R Retirement benefit scheme contributions 2,533 2,112
BRELEHEURND N2 Equity-settled share-based payments
FIER S expenses 1,020 1,158
@8 TR A Total staff costs 50,709 39,558
1% 21 EM BN & Auditors’ remuneration 462 434
Ta 1+ b FH & e g Amortisation of prepaid land lease payments 1,293 1,293
WRRA X 2 FERAR Cost of inventories recognised as an expense (note),
(M3%) - 845 including 736,654 643,462
—IFEEEMRZEA — Write-down of inventories to net realisable
B RE value - 1,651
— MR ZE R B IRFE — Reversal of write-down of inventories to net
FEEBEzZOESR realisable value (1,996) (687)
W REREEITE Depreciation on property, plant and equipment 40,527 37,820
HIE H B K Exchange losses, net 1,599 1,752
H W R IB R (B B 18 Impairment loss on other receivables = 581
Y% - B KRR EEE Impairment loss on property, plant and equipment
(EBEEEMEERYH) (included in other operating expenses) - 14,400
HEME - BEREREZ Loss/(Gain) on disposals of property, plant and
BiE (k) equipment 5 (2,276)
ERABEE T REFHLE Minimum lease payments under operating leases in
HE THHEHRERIE respect of leasehold land and buildings 594 551
& WA RS Rental income less outgoings (496) (389)
FRTRESWAZIRE Direct operating expenses arising from investment
)2 P EE A Y properties that generated rental income during
EEEERY the year 59 79
WREER (BERIETEM Removal expenses (included in other operating
KT ) expenses) - 3,301
[N Research costs 1,810 1,055

Mizr: TEKABIEAR3S 123,000 (=T —
T AR¥35,268,0007T) AEBEITERX
R ABR¥36,657,0000C (ZE—ZF: AR

28,805,0007T.) A 1B 8 TR AN

HFEEEKRSEARK1,996,0007T (=Z
—Z4: AR¥687,0007T) B EE  RERA
BEEZMGERE_S——FO -

was increased in 2011.

Note: Cost of inventories includes RMB38,123,000 (2010:
RMB35,268,000) relating to depreciation expenses and
RMB36,657,000 (2010: RMB28,805,000) relating to staff costs.

The write-down of inventories of RMB1,996,000 (2010:

RMB687,000) was reversed as the market price of these inventories

—ZT— &4k ANNUAL REPORT 2011 85
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9. FEHIMAX 9. Income tax expense
—E——fF T —TF
2011 2010
AR®T T ARBT T
RMB’000 RMB’000
BUEARR I — R B3 AT1S8  Current tax — PRC Enterprise Income Tax 29,088 23,539
EFERIIE (F1EE17) Deferred tax (note 17) 173 496
29,261 24,035

P15 750 9 52 B2 BR 75 A 1) SR A o B (R 3R PS¢

The reconciliation between the income tax expense and the profit

MEZRZHENT before income tax multiplied by the PRC enterprise income tax
rate is as follows:
—E——fF ZE—TF
2011 2010
AR¥ET T ARET T
RMB’000 RMB'000
B P45 B0 A& Profit before income tax 161,621 153,261
R BT E BB E25% Tax at PRC enterprise income tax rate of 25%
(ZZ—ZF:25%):THZ (2010: 25%)
i1 40,405 38,315
TR HFAL 2 RS2 Tax effect of non-deductible expenses 1,689 1,642
RNEEHABAFERER Tax effect of prior year's unrecognised tax losses
HEEECHETE utilised this year (70) 7)
RERYREB BB E Tax effect of temporary difference not recognised - 3,600
RAE R B RES Effect of tax exemption and concession granted to
MBEHRERMEER 2 HE the Company's subsidiaries in the PRC (12,480) (20,826)
A, Others (283) 1,311
FriS A5 2 Income tax expense 29,261 24,035

RRANEE 2 WAL FFEERBELERREEE -
WA EIEL B RN SR -

HIRRCERRAR (MR Az$
PEMSHRE%HMN T ——F 2P B R
EFREH (ZB—2F:25%)

EBEIMETARARBE LB RTE2E
ARG —_T——F 2 ECEMREH B
REAY% (ZT—TF:22%) °
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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. (“Weifang Common”) is
subject to PRC Enterprise Income Tax at the rate of 25% for 2011
(2010: 25%).

Shanghai Dehong Chemical Company Limited is subject to PRC
Enterprise Income Tax at the rate of 24% for 2011 (2010: 22%),
being the applicable tax rate in Shanghai Pudong New District.
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FrigBipx (&)

HOTAMAL AR AR ([HEYAL]) B+ B
BEMRSHRE2%HN —F——F2hE D
EFAEH -REARTEEEER —F—FF
RENAL 2R ARV BEEANE D EERNF
B SRERZ PR EAERESHE125%
FHEPBEERMEN -

BRI EAEER  #ESamtTE
RAR([HHEE]AERESTRETR
R EER - AHBAEHEEREZ XA
HEEAEfNFERETSE2REMETE ZAE
i B 18 = BIR] Z50%;:E A R H % - Mk =
T——F MBS N EERFE  BURE
RAzHABErEMEHEERRE125% (ZF—
TF12.5% ) FHRF BB EATSH -

HOBEBERBNHEL W AREESHER
Th -BETHBEE BN EE 2 EERRE
ERE ZAMUER —TTRFHEARELTK
A-BARERZIRRN _TT+F+-A=+—
HERKZD T ARRIRRAEREER A
FHIRRIERABERA - B BEERARRER
B FEATRI

RRBEE ARMLER

RRAREE ARG BT AR 132,360,000
T (ZZF—ZF: AR¥129,226,0007T) * &
BB ARK720,000C (ZE—ZF :BHIEAR
#993,0007T ) EFE AR Al 2 KR 51 Bk o

10.

Income tax expense (Continued)

Weifang Parasia Chem Co., Ltd. (“Weifang Parasia”) is subject to
PRC Enterprise Income Tax at the rate of 25% for 2011. In 2010,
PRC Enterprise Income Tax had been provided for Weifang Parasia
at the preferential rate of 12.5% as this was the fifth profitable
year of the tax holidays and concessions pursuant to the relevant
laws and regulations in the PRC.

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 2011 (2010: 12.5%) as this was
the fourth profitable year.

A government grant obtained by Weifang Binhai for subsidising
the construction of the production lines and ancillary facilities for
manufacturing of high purity isobutylene, polyisobuylene and
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 RMB132,360,000 (2010: RMB129,226,000), a loss
of RMB720,000 (2010: a loss of RMB993,000) has been dealt
with in the financial statements of the Company.
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1. EERSHNEEENS

88

11.

Directors’ and senior management'’s
emoluments

(a) EZ=HS (a) Directors’ emoluments
FrNEEHOMT The emoluments of each Director were as follows:
BHRER
sHEMER
Retirement
0 DN= benefit
ik Salaries and scheme =Ei
Fees allowances contributions Total
ARETR AR%ET R AR¥T AR®T R
RMB'000 RMB'000 RMB’000 RMB’000
—E2——-F 2011
BITES Executive Directors
2 Liu Hongliang - 1,017 18 1,035
FFI Wang Zijiang - 782 18 800
2% H Guo Xitian - 782 18 800
BEMK Guo Yucheng - 782 18 800
BIYFHTES Independent
non-executive Directors
RIRE Leung Kam Wan 116 - - 116
2EE Gao Baoyu 99 - - 99
El=5i Liu Chenguang 99 - - 99
—E——F457 Total for 2011 314 3,363 72 3,749
—T-TF 2010
BITES Executive Directors
Epas Liu Hongliang - 745 16 761
FFI Wang Zijiang - 576 17 593
%A Guo Xitian - 576 17 593
BEK Guo Yucheng - 576 15 591
BYFHITES Independent
non-executive Directors
RHE Leung Kam Wan 104 = = 104
2EE Gao Baoyu 87 = = 87
EI=3i Liu Chenguang 87 - - 87
—Z-TESG Total for 2010 278 2,473 65 2,816

RAFEER  NEE & E S HEMA
e (ERIMAREE 2 SRR BB (E

(ZE—ZTF )

RAFEER WEEAZHEREETANES
HEXRBEREEAME (—F—FF:

/) o

7N

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED

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 (2010: Nil).

There are no arrangements under which a Director waived
or agreed to waive any emoluments during the year (2010:

Nil).
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1. ESRESREEEME (& 11. Directors’ and senior management’s
emoluments (Continued)
(b) EEBRSHMEAL (b) Five highest paid individuals
FA AEEEEHecABALTESR The five individuals whose emoluments were the highest
=R (ZE-TF: =R)AEST Hile in the Group during the year included three (2010:
FEE RN E SR Heh =& (= three) Directors whose emoluments are reflected in the
T—2F: ZF) ALTREAFEZHMem analysis presented above. The emoluments payable to the
T remaining two (2010: two) individuals during the year are
as follows:
—EB——F —E-TF
2011 2010
AR®T T AREFT
RMB’000 RMB'000
BN E B B B Basic salaries and allowances 1,557 1,102
PR E AR D S 2 Equity-settled share-based payments
RIER X expenses 1,008 1,065
RIRREAIFT B X Retirement benefit scheme contributions 20 21
2,585 2,188
B < B LA T E3[E - The emoluments fell within the following bands:
AH
Number of Individuals
—E——F —E-TF
2011 2010
P < %6 & Emolument bands
£ 21,000,000/ 7T Nil to Hong Kong Dollars (“HK$")1,000,000 - 1
1,000,001 T E HK$1,000,001 to HK$ 1,500,000
1,500,000 7T 1 -
1,500,001 T2 HK$1,500,001 to HK$2,000,000
2,000,000 7T - 1
2,000,001t E HK$2,000,001 to HK$2,500,000
2,500,000 7T 1 -
2 2
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12. RE
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() FAZEERSEMT:

12. Dividends
(@) Dividends attributable to the year:

—2——fF —E-ZF
2011 2010
AR®T T ARBT T
RMB’000 RMB’000

¥R R BIRR B AR @A 3.0
Bl (ZZE—FF:8.0/1L)

SEEFIR RIS
(Z=—ZF 8K

Proposed final dividend of 3.0 HKcents per

ordinary share (2010: 8.0 HKcents) 20,760 28,455
No special dividend has been proposed

(2010: 1.0 HKcent per ordinary share)

EmA.07 L) - 3,557

20,760 32,012

RERE B &R RIRN 2 RER B R The final dividend proposed after the reporting date have

RRNBERZEE HERRREEC not been recognised as a liability at the reporting date, but

E——F+A=T—RHIEFEZRE reflected as an appropriation of retained profits for the year

i M 53k © ended 31 December 2011.
(b) RAFEE#HERRNZBEFHREE (b) Dividends attributable to the previous financial

EERE: year, approved and paid during the year:

=E2——F —E—TF

2011 2010

AR®T T ARBT T

RMB’000 RMB’'000

BRBEVBFER 2 RHRE

A% E B AR08
—ZT—TF:255)
EREBAMHFEZHRIRE
NG BRI 07
—T-TEE)

Final dividend in respect of the previous

financial year, of 8.0 HKcents per

ordinary share (2010: 2.5 HKcents) 28,455 8,800
Special dividend in respect of the

previous financial year, of 1.0 HKcent

per ordinary share (2010: Nil) 3,557 -

32,012 8,800

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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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——F —E-FF
2011 2010
ARMF T ARBTT
RMB’'000 RMB’000
N [E 5 Profit for the year 132,360 129,226
ZERHE
Number of ordinary shares
—E——F —E-FF
2011 2010
(B&5)
(Restated)
STEGRERZF 2 L @R Weighted average number of
pilik= RSl ordinary shares for the purpose of
basic earnings per share 846,229,704 819,723,222
BEEETRIRITE Effect of dilutive potential ordinary shares:
i e e Share options 399,646 3,055,168
FTESREERN 2 LR Weighted average number of
TINS5 iR 28 ordinary sharesfor the purpose of
diluted earnings per share 846,629,350 822,778,390

HEz-_Z——F+-_A=+—HLFESF
BREXRBFTIREARRGEAE A BN GF
AR ¥132,360,000t ( ZE—FF: ARK
129,226,0007T ) & G N B 317 & @AR iN#EF 5
A% £1846,229,7040% ( —ZT—Z4 : 819,723,222
iz (2&E%) )st&E -

HE_Z——F+_A=+—HIFEF
REBSRFTRERNREEES AENLGF
AR ¥132,360,000t ( ZE—FF: ARK
129,226,0007T ) & G N B 317 & @AR & F 5
A% £1846,629,3500% ( —ZT—Z 4 : 822,778,390
BR(BEY]) FFE - U EFERREEFES
IRERZF AAEMAR - ERBAEREERA
AIFTEEREEITEmMM LR EEEREITZE
% NN HE ¥ A% 88399,646/% ( — T — T4
3,055,168% (2 &%) ) °

58 S IR B AR B BRI P 2 R IR AR T
SRR B R = B —— % A AT TR
eI R -

The calculation of basic earnings per share for the year ended
31 December 2011 was based on the profit attributable to
the owners of the Company of RMB132,360,000 (2010:
RMB129,226,000) and on the weighted average of 846,229,704
(2010: 819,723,222 (restated)) ordinary shares in issue during the
year.

The calculation of diluted earnings per share for the year
ended 31 December 2011 was based on the profit attributable
to the owners of the Company of RMB132,360,000 (2010:
RMB129,226,000) and the weighted average of 846,629,350
(2010: 822,778,390 (restated)) ordinary shares in issue during
the year, as used in the basic earnings per share calculation plus
the weighted average of 399,646 (2010: 3,055,168 (restated))
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 in May 2011.
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14. Property, plant and equipment — Group and

Company
b3 NG|
Group Company
B
EELER
HE BER B HAE
NEEE B AE Furniture, ERIR B}
BF  Leasehold Plant and Motor  fixturesand ~ Construction Bt Office
Buildings  improvements machinery vehicles  equipment in progress Total  equipment
ARBTT ARBTR AR®Trn AR%Trn AR%Tr AR¥Tr ARETR AR¥T:n
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
W=%-BF-F—-H  Asat1January 2010
A Cost 90,691 35 350,592 1,791 5,878 24,087 473,074 30
2RHE Accumulated depreciation (13,287) (35) (90,275) (987) (3,637) - (108,221) (20)
FEFE Net carrying amount 77,404 = 260,317 804 2,241 24,087 364,853 10
BEFE Net carrying amount
RZE-TF—F—H  Asat1January 2010 77,404 - 260,317 804 2,241 24,087 364,853 10
i Additions 4,267 - 10,816 154 352 61,388 76,977 -
HE Disposals - - (9,442) - (238) - (9,680) -
nE Depreciation (4,566) - (32,114) (321) (819 - (37,820) (5)
HEEE Impairment loss (1,044) - (13,356) - - - (14,400) -
BR Transfer 14,494 - 58,167 - (61) (72,600) - -
RZZ—TF As at 31 December 2010
+-A=1+-H 90,555 = 274,388 637 1,475 12,875 379,930 5
R-E-Z% As at 31 December 2010
+=A=t+-AH
A Cost 109,452 35 396,819 1,946 3,788 12,875 524,915 30
ZRMER Accumulated depreciation and
REFE impairment loss (18,897) (35 (122,431) (1,309) (2,313) - (144,985) (25)
EmFE Net carrying amount 90,555 - 274,388 637 1,475 12,875 379,930 5
BHEFE Net carrying amount
RZZ——%—HA—H  Asat1January 2011 90,555 - 274,388 637 1,475 12,875 379,930 5
#m Additions 4,209 - 6,910 710 881 47,349 60,059 -
furk Disposals - = - (75) = = (75) =
i Depreciation (5,291) - (34,330) @n) (635) - (40,527) (5)
#3 Transfer to investment
REME (FizE16) properties (note 16) (500) - - - - - (500) -
EfEHE Adjustment on revaluation 392 - - - - - 392 -
g% Transfer 3214 - 31,697 - - (34911) - -
R=B--% As at 31 December 2011
+=B=1+-H 92,579 - 278,665 1,001 1,721 25313 399,279 -
R-B-—-F% As at 31 December 2011
t=A=+-8
KA Cost 116,715 35 435,490 2,251 4,669 25313 584,473 30
ZRMER Accumulated depreciation and
REBE impairment loss (24,136) (35) (156,825) (1,250) (2,948) - (185,194) (30)
RHEFE Net carrying amount 92,579 - 278,665 1,001 1,721 25313 399,279 -

AEEzBFURRPHBAOSEZPERESE

T e

The Group's buildings are situated on leasehold land under

medium-term in the PRC.

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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14. 9% BERRE-FAEEERLQTF

15.

(#&)

N-ZTE——F+-_A=+—8B WEEERRE
RREEEEE RE—EE+_A=+—
B HREEREO R THEER N —EEEEE
BRFELEEBRASEE S —ZFELE
FERTEM  REEERE AR 14,400,000
TEEBSERLBRES TEF BREMRE
ZEAEZEKESHE ZFETF BE AR
FERROEMRZETRESE (REAFE
EREBEEXNN (2EREEETRMHER
BE))e

A L HERE - EEH

HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

14. Property, plant and equipment — Group and

Company (Continued)

As at 31 December 2011, no provision for impairment loss was
recognised in profit or loss. As at 31 December 2010, provision
for impairment loss of RMB14,400,000 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 in 2010. 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.

15. Prepaid land lease payments — Group

= —F%F
2011 2010
AR¥ T ARET T
RMB’000 RMB’000
n—HA—H As at 1 January 57,880 59,173
TR T A EFIR Amortisation of prepaid land lease
o payments (1,293) (1,293)
R+=-—A=+—H As at 31 December 56,587 57,880
BNERE o (B RE AR RIE R Current portion (included in prepayments
H fth fE W RRIR ) and other receivables) (1,293) (1,293)
JEBNHAER & Non-current portion 55,294 56,587

AEE 2 AN TS FIR T IRN T B 2 ]
HERA -

AREBEDEMEAIBRITRE 2 ER 2 TEN
+ A& B8 2 BREE A A A R 23,482,000
T (T —TF: ARM27,593,0007T) (BtsE
22)°

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 RMB23,482,000 (2010: RMB27,593,000)(note 22).
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16. REWE-TKHE

17.

94

MBRARTPREE ZSHBRT :

16.

Investment properties — Group

Changes to the carrying amounts presented in the statement of
financial position can be summarised as follows:

—E——fF T —TF

2011 2010

AR®T T ARBT T

RMB’000 RMB’000

®n—H—H As at 1 January 11,710 10,850
R BE REEEA Transferred from property, plant and

(BI5E14) equipment (note 14) 500 =

wEYESHILE Revaluation gain on investment properties 230 860

Rn+=—A=+—H As at 31 December 12,440 11,710

REMER _ZT——FR_ZF-FTF+_A
=+— HABILREFFREMITAMITHERR
BERAR (BEAOHFEZUEREUDE
B ) ETEM - AP EETHRAE REIFER
Z B EZ AT E*%{”Fﬁfﬁfﬁc’éﬁi
BEEEAFEREER

AEEZREMELR BT HEERE 2+
MHE i

EERIE—AEE
AREBEHRAUTIBECHRBEEE, (8
&) :

17.

Investment properties were revalued as at 31 December 2011 and
2010 by RHL Appraisal Limited, an independent firm of chartered
surveyors, who have the recent experience in the location and
category of property being valued. Fair values were estimated
based on recent market transactions for similar properties in the
same location and condition. The revaluation gain was recognised
in profit or loss for the year.

The Group’s investment properties are situated on leasehold land
under medium-term in the PRC.

Deferred tax — Group

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

EXB
Arising from
RERFFAX REME
BIEEE  Pre-operating Investment &5t
Tax losses expenses properties Total
AR®T R ARBT R ARBT ARBT R
RMB’000 RMB'000 RMB'000 RMB’000
RZZE-—ZTF—-H—H As at 1 January 2010 55 300 (1,988) (1,633)
EBmMNE (M) Charge to profit or loss
(note 9) (55) (174) (267) (496)
RZZT—ZFF+=-A=+—H Asat31 December 2010
k=—F——F—H—H and 1 January 2011 - 126 (2,255) (2,129)
B 5 2 m Sk Charge to other
comprehensive expense - - (98) (98)
BEmME (FiFE9) Charge to profit or loss
(note 9) - (63) (110) (173)
RZZ——F+=-A=+—H Asat 31 December 2011 - 63 (2,463) (2,400)

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

EERIE—AEKE (&) 17. Deferred tax — Group (Continued)

AN B B IRR PTE 2 IR IR RS R DA -

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

=2——fF —E-ZF

2011 2010

AR® T ARETTT

RMB’000 RMB’000

BETRIAEE Deferred tax assets 63 126
FEERIEAE Deferred tax liabilities (2,463) (2,255)
(2,400) (2,129)

RBER AEBHEAUINKREREEARE
12,269,0007T ( = Z —ZF : AR ¥14,400,000
7T ) LA 85 1 2 55 1l o B A 2R A b 17 S AT 78
Bl B A R #612,269,000T (—ZE —F
F: ARM14,400,0007 ) BRELERIBEEE

A A A AR HIFT B A A AR B ECR - & T
AT B A F AR B A F 2 R AN E R
BHEELERIA A EH A R32,443,0007T (=
T —T & AR#19,839,0007T) : MAER B #5
oM PRI G R EZEREEH - RN ——
F+ZA=1+—H KRANBARIMNAKELZF

At the reporting date, the Group has deductible temporary
difference of RMB12,269,000 (2010: RMB14,400,000) for offset
against future profits. No deferred tax asset has been recognised
in respect of RMB12,269,000 (2010: RMB14,400,000) due to the
unpredictability of future profit streams.

Deferred tax liabilities of approximately RMB32,443,000 (2010:
RMB19,839,000) 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
approximately RMB324,430,000 as at 31 December 2011 (2010:
RMB198,390,000).

18. Inventories — Group

—E——F —E-TF

2011 2010

ARE TR ARBT T

RMB’000 RMB’000

R Raw materials 40,379 30,933
- B i Work in progress 6,750 6,787
X Finished goods 38,400 27,644
85,529 65,364
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19.

96

BEZRURRERRE-AKH

19. Trade and bills receivable — Group

—B——fF —T—FF

2011 2010

AR¥Tx ARET T

RMB’000 RMB’000

B 5 RIER Trade receivables 100,304 82,427
U EE Bills receivable 110,044 34,906
210,348 117,333

AEBGRTESEPZEER BN F—EA
EXNEANF  BREBE BN EZRITERL
F5 RMERSH  BRREZRES/NE
AUR - BUEFPHEAG ZFERE - AEH
BOHRERRERERBEZZED -EEE
BE B BHRR-

RBER BHRUERERERRERAY
FTfEZ BREc D AT 20T :

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:

—B-—fF —ZE-TF

2011 2010

AR®BT T AREFT

RMB’'000 RMB'000

0£290H 0 to 90 days 179,374 114,006
91£180H 91 to 180 days 28,647 3,198
1812365H 181 to 365 days 2,259 129
38365 H Over 365 days 68 -
210,348 117,333

R-E——F+-_A=+—H BHEUEK
EUWEE 4 AR #10,917,0007T ( —E—F4F
AR¥2,519,0005T) EiBE AN EEE R
EEAEBFHAAERNRAZSEREAKD
AR B MR ERE - RS B - &£ BB H
BRIEREZE S RKERERZIERIZEEB
FT{EZ BREE DATA0T

As at 31 December 2011, trade and bills receivable of
approximately RMB10,917,000 (2010: RMB2,519,000) 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 —E-EF

2011 2010

AR¥F T ARET T

RMB’000 RMB'000

EiBE1E90H 1 to 90 days past due 10,558 2,516
EiAH91E180H 91 to 180 days past due 122 3
EiBHI181%365H 181 to 365 days past due 237 -
10,917 2,519

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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BESRWRREBERERE - XEE
(#&)

R-ZE——F+_A=+—H0 ZHRKELE
U ZE i 49 AR #199,431,0007T (— T — T4
AR#114,814,0007T ) WARBE - IRARIERIE
ZEESRUBERERERELZRETRE
EANEFEH MZzERPROWMELNLEE-

EBMEREREZE ZRERESZ ZEE T
RERMNEFPER MZEFFPEARENE
BRI - RIBAEEERE ERERE
HREEERUESEAZHMERDEIET 2
gulEl - Rt BA SRS/ RIERERE - A&
B E BB EREREZEZRERRSSE
EfE AR

EERB EHRIENRERER 2 A FER
HHEAE MYBREAER RARZSES
BRI AR EE -

B SRR R BN E R 2 BREERA TEEE
H:

HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

19. Trade and bills receivable — Group (Continued)

As at 31 December 2011, trade and bills receivable of
RMB199,431,000 (2010: RMB114,814,000) 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 amounts
because these amounts have short maturity periods.

The carrying amounts of the trade and bills receivable are
denominated in the following currencies:

—2——fF —E-TF

2011 2010

AR¥TF T ARET T

RMB’000 RMB’000

AR RMB 164,340 88,028
7t ([ZEx]) United States Dollars (“US$") 46,008 29,305
210,348 117,333
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EIRFRITERRIBITHRE SR —
AEBEEARAQ T
R-E——F+-_A=+—H AEB 2K
HIRITIE R E AR ERERRITREE 2 &
RMERFIRITZFR (HIEE21) s FRIAAR
BB BRRFFEH0.50%%3.10% (=T —
T FFE220% ) °

REE 2 BEMRITFRRIRITEHIR S L8R
AREESTE 895 ARY72,940,0007T (ZF —
T4 N R #48,887,0007T) o A R 5 # A5
BB - ZE IR R B 2 SNE B B R ASEE - 18
STEE B FR AR TE 3R

EHEMRITERRIRITERSEH 2 REAER
AT EHEHE :

20. Pledged bank deposits and bank and cash

balances — Group and Company

As at 31 December 2011, the Group’s pledged bank deposits
represented deposits pledged to banks to secure banking facilities
granted to the Group (note 21). The deposits were in RMB and
carried interest rate ranging from 0.50% to 3.10% per annum
(2010: 2.20% per annum).

The Group's pledged bank deposits and bank and cash
balances amounted to approximately RMB72,940,000 (2010:
RMB48,887,000) 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:

r5EE b NG|
Group Company
—E-—-F T T4 —E—— —E-T&
2011 2010 2011 2010
ARBTT ARETTT AR¥TR ARBFT
RMB'000 RMB'000 RMB’000 RMB'000
BT HKS$ 93 2,135 93 2,135
ETT us$ 4,256 1,860 1,982 =
AR RMB 72,940 48,887 8,709 15,036
77,289 52,882 10,784 17,171
EZRMNERREMNRE-AEKE 21. Trade and bills payable — Group
2% b
2011 2010
AR%ET ARBT T
RMB’000 RMB’000
& ZFER R Trade payables 37,851 21,557
FERRE& Bills payable - 3,000
37,851 24,557

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED
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21. EFENERRENEZEE -XREE 21.
(&)
REFELREREL T 2 S EHA30E365H R
e E B 5N R E R A AT
VEZ BB AT :

Trade and bills payable — Group (Continued)

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:

—2——F e

2011 2010

AR¥T T ARBT T

RMB’000 RMB'000

0%90H 0 to 90 days 36,914 22,814
91£180H 91 to 180 days 310 756
1812365H 181 to 365 days 414 331
FBiE365H Over 365 days 213 656
37,851 24,557

RNFEETIUAEEN D EMRITFR (M
20) 1EHE (R

BHRENEMENRE ZREERAREE
FBRBEEEEN WE RN RLENRE
ZEEEEAFEERS  HRFESE-

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.
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22,

100

BRITEE-FEER

RBEER BN ETEEBSH ETHE
MERBERGRZENBERT BERRTE
AT

22. Bank borrowings — Group

Based on the scheduled repayment dates set out in the loan
agreements and ignoring the effect of any repayment on demand
clause, the bank loans are repayable as follows:

—E——fF T —TF
2011 2010
AR¥T ARBT T
RMB’000 RMB’000
nREEE Current liabilities
R—FAEEZRITER Bank loans repayable within one year and
(TEREREREEGR) (M) do not contain a repayment on demand
clause (note i) 15,000 -
R—FAEEZRITER Bank loans repayable within one year and
(TEREREREEGR) (i) do not contain a repayment on demand
clause (note ii) 12,000 39,900
R—FRNEBRZRITER Bank loans repayable within one year and
(BEREREEGEKR) (M) contain a repayment on demand clause
(note i) 43,000 20,000
70,000 59,900
FEREBESF Non-current liabilities
REZF (FsEi) In the second year (note ii) 22,000 12,000
RE=ZZhFHN(BEEEMF) In the third to fifth years, inclusive (note ii)
(B i) 17,000 18,000
39,000 30,000

ZEIRITIE R AR R A B E A BER -

=
o

(i) ZERTEEOAEEORN WA EFIRE
iR (M5 U HEEE T -—TFR
e

ARRITER (BEUREBRKEENEHER)
T REHER AT R JERBRITEELEIRE
KIEEMRK

FIBSRITEENRREGUIAREE - SR
RERITEBE 2 ZEFFENF5.27%ZE7.63%
(ZZ—TF:531%%6.37% ) ' BUEANEE &
SR TEFNERL -

REACTERBR AT TIANDE CHEMICAL HOLDINGS LIMITED

Notes:

(i) These bank borrowings are guaranteed by the Company’s
subsidiaries in the PRC.

(i) These bank borrowings are secured by the Group's prepaid land
lease payments (note 15) and are repayable by instalments until
2014.

The interest-bearing bank borrowings, including the term loans
repayable on demand, are carried at amortised cost. None of the
non-current bank borrowings contains a repayment on demand
clause.

The carrying amounts of all bank borrowings are denominated in
RMB. Short-term and long-term bank borrowings are arranged
at floating interest rates ranged from 5.27% to 7.63% (2010:
5.31% to 6.37%) per annum exposing the Group to cash flow
interest rate risks.
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ELEWA —REE 23. Deferred income - Group
RNEEZBEERAEHBTE L (ERiER The Group's deferred income represents a government grant
ERETH BETHERACEZEERREE obtained for subsidising the construction of the production
Bl lines and ancillary facilities for the manufacture of isobutylene,
polyisobuylene and chloro acetic acid.
REWRE RATEZ D Analysed for reporting purpose as:
—E——F —E—TF
2011 2010
AR®T ARET T
RMB’000 RMB’000
RBAE(EREEEMANEKHRKE  Curent liabilities (included in accruals and
H fth FEAS RIR) other payables) 2,740 2,740
FERBELE Non-current liabilities 15,931 18,671
18,671 21,411
&N 24. Share capital
©8
Amount
R EE TR ARMT T
Number of
shares HK$'000 RMB'000
ETE Authorised:
BREE0IB T LB Ordinary shares of HK$0.01 each
RZZE-ZTF—-A—8" As at 1 January 2010,
—E-ZEF+-A=1+—H 31 December 2010, 1 January 2011
—T——F5-HF-BAK and 31 December 2011
—T——%+-"H=+—H 100,000,000,000 1,000,000
BETRBT: Issued and fully paid:
B EEIBTERAE Ordinary shares of HK$0.01 each
RZE—ZTF—-A—H As at 1 January 2010 400,000,000 4,000 4,031
TR (PEE270)) Exercise of share options (note 27(i)) 1,248,000 12 11
BATHE R (Bt ) Issue of new shares (note i) 20,000,000 200 174
N-ZE-ZTFE+-A=+—-HK As at 31 December 2010 and
R=ZF——%—H—H 1 January 2011 421,248,000 4,212 4,216
IR R (FEE270)) Exercise of share options (note 27()) 2,191,000 22 18
;‘ﬁ Al =S Bonus issue of shares (note ii) 423,439,000 4,234 3,552
—F——%t-A=+—H As at 31 December 2011 846,878,000 8,468 7,786

announcement dated 22 July 2010.

B aE Notes:
(i) R-ZE—ZFLtA-+=-B ARQRATKMA (i)
B 5 = 75 B £520,000,0008% f% 19 FAXE(E
1.058 T FBEFIBERAR RN =T —ZF
AT -BHEZAER
iy RZT—FRA BARARABITAR AR (ii)

F]%%17423,439, oooﬂx%ﬁﬂx%u, LI G RR - FF15
ARR=T——F=A=+=
=| &:ﬂ——iﬂﬂ Bz AERARE
REZZE——FNALATEZAHR

ETHEAR

Company'’s circular dated 7 April 2011.
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On 22 July 2010, the Company completed the placing of
20,000,000 shares at HK$1.05 each to the independent
third parties, details of which are set out in the Company’s

In May 2011, the Company issued 423,439,000 new shares to
its existing shareholders as a result of the bonus issue of shares
of the Company, details of which are set out in the Company’s
announcements dated 22 March 2011 and 3 May 2011 and the
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RE-EAEERARQF

HEH
AEERBIRERAREDERAESED
RIR -

Group

25. Reserves — Group and Company

The amounts of the Group'’s reserves and the movements therein
are presented in the consolidated statement of changes in equity.

ARF Company
AHER pi
HABS HROXFZ -3 A
Merger TERE HERE Foreign
R EE relief  Share-based Capital currency REEF BERE
Share  contributed payment  contribution translation Retained Proposed At
premium surplus reserve reserve reserve profits dividends Total
AR¥ETR ARETR ARETR ARNTR ARETR ARETr AR%Tr AR%Txn
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(Hzta) (GED (Hizte) (RzEf) (HzEg)
(note a) (note h) (note e) (note f) (note g)
R=Z-FF-A—-A&4% Balance at 1 January 2010 89,544 111,137 725 3,105 (26,019) 101,931 8,800 289,223
BARE Dividend paid - - - - - - (8.800) (8.800)
REREBTHR (MH240) Issue of new shares upon placing
(note 24()) 18,146 - - - - - - 18,146
B1ER Issuing cost (500) - - - - - - (500)
REEREETHEMETHR (H3270)) Issue of new shares upon exercise of
share options (note 27(i)) 987 - (29) - - - - 691
RiREE ARG SN2 FBR Y Equity-settled share-based payments
expenses - - 101 1,057 - - - 1,158
“Z-ZERRRE (Fi126) 2010 proposed dividends (note 12(a) - - - - - (32,012) 32012 -
FNEE Loss for the year - - - - - (993) - (993)
HEp2ERY Other comprehensive expense = = = = (10,018) = = (10,018)
RZE-EF+-A=+-AR Balance at 31 December 2010 and
—2—%—f-H 1 January 2011 108,177 111,137 530 4,162 (36,037) 68,926 32,012 288,907
BTALIR (A E24(0) Bonus issue of shares (note 24(i) (3,552) = - = = = - (3,552)
BfRE Dividends paid - - - - - - (32,012) (32,012)
RERERTRR TR Issue of new shares upon exercise of
(F&E276)) share options (note 27(3) 1,708 = (543) = = = - 1,165
RESEE RO 21T 2 FBERZ Equity-settled share-based payments
expenses - - 13 1,007 - - - 1,020
“2——ERERHRE 2011 proposed final dividend
(Fi12) (note 12(a) - - - - - (20,760) 20,760 -
FREE Loss for the year - - - - = (720) = (720)
Hit2HEMAR Other comprehensive expense = = - = (8,400) = = (8,400)
R_E——F+-A=1—-HEH Balance at 31 December 2011 106,333 111,137 - 5,169 (44,437) 47,446 20,760 246,408

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED



B KRMIZE  Notes to the Financial Statements

HEZZ——F+=-A=+—HIFE For the year ended 31 December 2011

25. HE-AKERAQT (E)

(a)

(b)

(9]

(d)

(e)

R4 B

RERSBFERRE ARRRMDEER
NZEEZAIHDIRTARBERA - 1EE
BEIRE D IRALE B R ARRABRES
BEENAEEBBRPIHER-

Bl B

FhlEEREASER —_TTMFE
TERMBETERBEARZESK
REA R B RES 7% 8 1 B4
MBETZ AR B EERAZR -

RRBRABKLZMERRZERMA
AIRE  ZEWB A RASFERIRMS
RNz ETADLERRATES B
ERREREDTENBAREMERZ
50% &I E—RERT  BBRATEEE
A REREER EBREAMEBAGEMRE
ARBEFTMB AR EEREE - BHRA
BEREMEYERTMERNE - FHZER
BTISIOREMEARZ225% °

BREHBERATE(R-_ZZ2RFEFRN
R RFE-A—HRMAZBAMRN
BRI 2 AR RIMBRRAERS%E
10% 2RI EREENBER RS MA
BERAURREZEBEMNMANEE
AEB 2 EH - REETERZIBERAT

REE2 TEDIK
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25. Reserves — Group and Company (Continued)

(a)

(b)

(o)

(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.
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25. Reserves — Group and Company (Continued)

()

(9)

(h)

KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED

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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26. Interests in and due from subsidiaries —

WR-AAHF Company
—F——F —=—Tf
2011 2010
AR¥E AR
RMB RMB
FEEMIRE - KA Unlisted investments, at cost 3 3

BE_Z——F+-A=+—HARI F5£H

Particulars of the subsidiaries of the Group as at 31 December

MEARZFHBWT: 2011 are as follows:
BRITER/
BRER
BEMRL/ BRAZEE
RIREEHE Nominal value of
Place of incorporation/ issued ordinary/ ANFEEEEZEDLL
£ establishment paid-up registered  Percentage of equity attributable to =~ EEEH
Name and operations share capital the Company Principal activities
H# FEE
Direct Indirect
BRERBERAF EE 1%L 100% - REER
Great Growth Holdings Limited Hong Kong HK$1 100% - Investment holding
BIRERARAR & 1787T 100% - REER
Great Spirit Holdings Limited Hong Kong HK$1 100% - Investment holding
REERERAR EE 1%L 100% - REER
Great Promise Holdings Limited Hong Kong HK$1 100% - Investment holding
BEZREBRAR RERLEE 268% 7T - 100%  REAMR
Smartcham Holdings Limited British Virgin Islands Us$268 - 100% Investment holding
BRMCEERATF HERIEE 1,251% 7T = 100% REER
Smartpoint Enterprises Limited British Virgin Islands US$1,251 - 100% Investment holding
BEERERAF EEELHS 4T7ETT - 100% REER
Techsmart Holdings Limited British Virgin Islands uss$477 - 100% Investment holding
REREEERAA hE-SMEBERE 600,000 7T = 100% R BEREERA I IER
(MEBERE])
Weifang Common Chem PRC, wholly foreign US$600,000 - 100% Research and development,
Co., Ltd. owned enterprise (“WFOE") manufacture and sales of fine
chemical products
LEEMEIBRAR hE-SMEBEERE AR H5,000,0007T - 100% e HERD ERBAECIER
Shanghai Dehong Chemical PRC, WFOE RMB5,000,000 - 100% Research and development,
Company Limited selling and distribution of fine
chemical products
RO RBR AR hE A EBERE 5,200,000% 7T - 100% i REREERAIER
Weifang Parasia Chem Co., Ltd PRC, WFOE US$5,200,000 - 100% Research and development,
manufacture and sales of fine
chemical products
AN EERMEIERAAF hEHNEBERE 10,800,000 70 - 100%  WE HERHEBEILTIER
Weifang Binhai Petro-Chem PRC, WFOE US$10,800,000 - 100% Research and development,

Co., Ltd

FEReBUTEER BBER S RREREER-

RAFER  BEEANBARETERRES -

manufacture and sales of fine
chemical products

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

demand.

None of the subsidiaries had issued any debt securities at the end

of the year.
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BRELEBRESTS
AARNZEZNF+ AWM EERIRH—IE
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TR ERRRBMERRZEE A ERER
HEm TR BREUFESAZBBEASLSE
EERERBAA BRENEH T RF
T AMARER  BRETF - RIERERET S
A% 1 52 %40,000,00017 BEARAE « Bl T EIFH A
1 F) 32 B8 £x 240,000,000 A& 17

RZZZEN\F_A—H ARABERRE]ZE
IEHEETEIAA B %R B R AL FER I 14,000,000
ERE - #E—FT——Ft+-A=1+—Hi"
WS A BT EITE T 2 MR
TR E (= ZF—Z4F : 2,291,00017 BEA 4% -
HERZABARAR B BTN 2054% )

MERRARITEZ BRAEFBFOT :

27. 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 2011, no
share option had been granted and there was no outstanding
share option under the Share Option Scheme (2010: 2,291,000
share options, representing 0.54% of the shares of the Company
in issue at the date).

Details of the share options outstanding during the year are as
follows:

—B——F —E-ITF
2011 2010
InREE g hn#E s
TEEE IEE
Weighted Weighted
EREHE average k22 average
Number of exercise Number of exercise
share option price share option price
BT v
HK$ HK$
REH) Outstanding at the
i ARTTIE beginning of the year 2,291,000 0.64 3,790,000 0.64
FRRIK Forfeited during the year (100,000) 0.64 (251,000) 0.64
FRITEE (B Exercised during the year
(note i) (2,191,000) 0.64 (1,248,000) 0.64
RER Outstanding at the end of
i ARTTIE the year = = 2,291,000 0.64
RER Exercisable at the end of
AIFT{E the year = = 533,500 0.64
Pt &E Note:

(i) 2,191,000 (=% —Z 4 : 1,248,00019 ) & 1%
TEER0.AB T ZBREEEFRITE R
REFR WEERTECERE(ZZ—F
FERITEBREZ NET I RRENEA
3.14) °

REACTERBR AT TIANDE CHEMICAL HOLDINGS LIMITED

(i) 2,191,000 (2010: 1,248,000) share options at the exercise price
of HK$0.64 per share were exercised during the year. There was
no outstanding share option at the end of the year (2010: the
outstanding share options have a weighted average remaining
contractual life of 3.1 years).
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28. AEif 28. Commitments
AEH Group
RBER - NEE ZFAENT : The Group’s commitments at the reporting date are as follows:
=E——F —E-TF
2011 2010
AR® TR AREFT
RMB’000 RMB'000
EEEEEERE Contracted but not provided for
Y WE K& Property, plant and equipment 4,885 954
ARG RNRMEHMEARNERMELA  Capital contribution and shareholder’s
AR E R (FaE) loans to a joint venture company (note) 145,456 -
150,341 954
EREERETL Authorised but not contracted for
W B KR Property, plant and equipment 87,901 =
238,242 954
MizE: ARRREE -E&EHE([a&m=E])Am Note: The Company agrees to make the contributions to a wholly foreign
S HEGEERE RMEEA R ([EEA owned enterprise (the “JV WFOE"), which is wholly owned by a
A2 2ERENIINEEERE (LI joint venture company (the “JV Company”) in form of registered
BEGE]) BRAQTMZEZEEAR55% capital and shareholder’s loans amounts of EURO (“EUR")
fRHE - AEMERRBRREZTFEELLEE - 5,940,000 (approximately to RMB48,485,000) and EUR11,880,000
& %5 5l /5,940,000 7T ([BATl) (K94 (approximately to RMB96,971,000) respectively in accordance with
A E#48,485,0007T ) % 11,880,000Ek 7T (49 55% shareholding of the Company in the JV Company, which is
7 AR #96,971,0007T) ° subject to satisfaction of a number of conditions set out in a joint

venture agreement (“Joint Venture Agreement”).

ERGERRIRH 2 BEHMRMIFESS - Details of joint venture arrangement are set out in note 33.
b N/NE Company
RZB——FR=T-ZFF+-_A=+—8" The Company does not have any capital commitments as at 31
AN B JE AR 3 AN December 2011 and 2010.
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FEBER/HAA
RZE——F+ZA=+—8 RETAHHE
KeEHE AEEZ ARKEREUERD

29. 29.

Operating lease commitments

Group - as lessor
As at 31 December 2011, the Group had future aggregate
minimum lease receipts under non-cancellable operating leases as

T follows:
—E——F —E—TF
2011 2010
AR® T ARET T
RMB’000 RMB’000
—F 2R Within one year 456 523
REZEFAFA(BEEEME) In the second to fifth year inclusive 88 79
544 602

EASERLEMELHT HHLamKRFY
R—EZFAF -HEGRK—REBRKBEP U
Bz e-

ARARMEREAA
R-E——4R-_T—TE+-_A=1+—8"
ARALEEATTHHCEAERERE

=+

£
A °

REBEREBEA
RZE——F+ZA=+—8 RETAIHHE
REME AEEZ ARFEMAENFABEN

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 2011 and
2010.

Group - as lessee
As at 31 December 2011, the total future minimum lease
payments by the Group under non-cancellable operating leases

T~ e payable are as follows:
—E——F —ET-TF
2011 2010
AR¥T ARBT T
RMB’000 RMB’000
—F 2N Within one year 499 264
REZEZEFAFA(BEEEMTE) In the second to fifth year inclusive 108 241
607 505

REMENTEASEREE THAEMEN
ZHE AR FAS—E=FFF M
REHANESEE TSR ERSAEE -

108 KB THERRAR AT TIANDE CHEMICAL HOLDINGS LIMITED

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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RETHERIE (& 29. Operating lease commitments (Continued)
ANRERAEBEA Company - as lessee
RZZE——F+ZA=+—H BETAIHH As at 31 December 2011, the total future minimum lease
KEHE ARRZ AESEHEERN LT payments by the Company under non-cancellable operating
TS e leases payable are as follows:
—E——F —T-TF
2011 2010
ARET ARBTFIT
RMB’000 RMB'000
—F2R Within one year 302 53
REZZFRAFRN (BEEEMTE) In the second to fifth year inclusive 63 -
365 53
KERENFIEARR RS ESE TR AEmEN Operating lease payments represent rental payable by the
2 e - AR B T RRE - MR EEBR Company for certain of its offices. Leases are negotiated for a
WS EE WA BEEASAEE - term of two years and rentals are fixed over the lease terms and

do not include contingent rentals.

BHLE RS 30. Related party transactions
@@ FA RNEBEBAB AT AT : (@) During the year, the Group entered into the following

transactions with related parties:

—E——F —E-TF
2011 2010
ARET ARBT T
RMB’000 RMB’000
NT—KE@H 28 (B Rental expenses to a related company in
BITESHRBERE R which all the executive Directors have
WA LA TR EARFEN) 2 beneficial interests and can exercise
itk significant influence 180 174
m—REEAE (FTEMITES  Sale to a related company in which all
HEBEmEm Al LA the executive Directors have beneficial
ITEERTEN)EITHE interests and can exercise significant
influence 313 =
493 174
b) FEEBABZMEFBHRNMBERE (b)  The remuneration of key management personnel are set
PisETT o out in note 11 to the financial statements.
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RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

31.

BT ——F+ZA=F—HIFE Forthe year ended 31 December 2011

Financial risk management

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 31(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 2011, 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
RMB 1,888,000 (2010: RMB1,249,000) 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 2010 had been prepared
on the same basis.

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.

(i)
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31. BBERER (&)

(ii)

MEmR (&)

BREDN
TRETHFVREAREFE DN RR
BN H IR WA R E B+~ 0.5%
(ZZ2—ZF: +/-05%) GURE - 5t
HREDUARER RS AMSONMEE
ERBERERE - TERMAZRARER

T

31. Financial risk management (Continued)

(ii)

Interest rate risk (Continued)

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% (2010: +/- 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.

r5E N
Group Company
FEBMNRREER F R R AR E EF

Profit for the year
and retained profits

Profit for the year
and retained profits

ARB T AR®T
RMB’000 RMB’000
+0.5% -0.5% +0.5% -0.5%
—T——F+=A8 31 December 2011
=+—H (101) 101 70 (70)
—T—FTF+—A 31 December 2010
=+—H (314) 314 47 (47)

RIEY B RITRAOBRAE B
SRR ARTRLSR LA ERE
BB RARA T EABMNAR
PET LR

HE-F—TF+-A=—HILFE
B0 B 75 8 2 B 0 U 9 17 TS AR
EERY-

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 2010 had been prepared
on the same basis.
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(iii)

(iv)
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31. Financial risk management (Continued)

(iii)

(iv)

RE(ETERABMR AT TIANDE CHEMICAL HOLDINGS LIMITED

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 54%
(2010: 64%) of the trade receivables as at 31 December
2011. 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.
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31. Financial risk management (Continued)

(iv)

Liquidity risk (Continued)

The table below summarises the maturity profile of the

B BEDEER: non-derivative financial liabilities based on contractual
undiscounted payments:
=EARS =ERZE
EEXR —FR REBREHE
Within Between —ZHER Total BREE
3 months or 3 months to Between undiscounted Carrying
on demand 1year 1to5years amount amount
AR®TRE AR®TR ARBTRT AR%TR AR¥TxR
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
by | Group
—T——%F 2011
EHEMNE ENEER Trade, bills and other
Hfth e FIE payables 63,522 18,729 - 82,251 82,251
RITEE Bank borrowings 17,626 57,441 41,211 116,278 109,000
Bt Total 81,148 76,170 41,21 198,529 191,251
—T-%F 2010
BIRNE BREER Trade, bills and other
H A 2E payables 56,424 28,258 = 84,682 84,682
RITEE Bank borrowings 1,288 50,336 44,035 95,659 89,900
A Total 57,712 78,594 44,035 180,341 174,582
b YN Company
—T——F 2011
H 5018 Other payables 381 122 = 503 503
A&t Total 381 122 - 503 503
—T-%F 2010
H 5018 Other payables 388 - = 388 388
&t Total 388 = = 388 388
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31. BIKEKRER (&) 31. Financial risk management (Continued)
(v) REJEINEHREEREBHME (v) Summary of financial assets and liabilities by
category
AN BERRMBEERAGEI N =-F The carrying amounts of the financial assets and liabilities
—EERZZE——FF+ZA=+—HH recognised as at 31 December 2010 and 2011 may
BREEMNEA T E -ZRE@EY K ITA also be categorised as follows. See notes 3(i) and 3()
AR B R 2 F2H T for explanations about how the category of financial
3() &3(NHI FE A instruments affects their subsequent measurement.
rEM RAT
Group Company
—g-—-% -T-TF -¥--§ "2-TF
2011 2010 2011 2010
ARET T ARETT AR¥T T AREET T
RMB’000 RMB'000 RMB’000 RMB'000
MEEE Financial assets
ER ke RIE Loans and receivables:
—B S EIR — Trade receivables 100,304 82,427 = =
—EREE — Bills receivable 110,044 34,906 = =
—H fib fE U FRIE — Other receivables 14,284 51,945 260 322
—BEFRITER — Pledged bank deposits 13,400 10,500 = =
—RITRBE S EH — Bank and cash balances 63,889 42,383 10,784 17,171
LG ENGT — Amounts due from
KIA subsidiaries - = 187,351 189,455
— YR B — Dividend receivables = = 56,302 86,558
301,921 222,161 254,697 293,506
U S =R Financial liabilities
R HK AT ER Financial liabilities measured
WHaE: at amortised cost:
—E S EMNER — Trade payables 37,851 21,557 - =
—ERNER — Bills payable = 3,000 - =
— H A R FRIA — Other payables 44,400 60,125 503 388
—iRITEE — Bank borrowings 109,000 89,900 - =
191,251 174,582 503 388

114 Fe(T#EBARAR TIANDE CHEMICAL HOLDINGS LIMITED
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32. EXERE 32. Capital management

AEENEAEEBRERERAEEARE
SELE  URTTEERBRKTHE @R
FEME - T 4 AR IR 7 PR P A8 3 g

AEESENKERANES REREENE
BTN BIE R ABRENGEE RERGIRE
AR AK B A HEARSRIR SR KE - BT
i ABRERREAR  (ERHEFREKHE
BERME-

AEERBEEFH QAR RS 2 L RERAN
FZER HEERNAETABR TR

NiE B EFERLRMT

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-adjusted
capital ratio. This ratio is calculated as set out in the table below.

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

AEE
Group
—E——F —ET-ZF
2011 2010
ARET R ARETTT
RMB’000 RMB’000
BE Borrowings
— B — Current 70,000 59,900
—3ERE — Non-current 39,000 30,000
B RIT RIS ER K Less: Bank and cash balances and
EEMRITER pledged bank deposits (77,289) (52,882)
BT 558 Net debt 31,711 37,018
Tz 4858 Total equity 629,671 527,515
BERERLL R Debt-to-equity ratio 5.04% 7.02%
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33. Events after the reporting date

On 30 June 2011, the Company entered into the conditional
Joint Venture Agreement with Henkel Hong Kong Holding
Limited (“Henkel Hong Kong”) to form the JV Company which
will establish the JV WFOE in Weifang City, Shandong 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 is subject to the terms and conditions as contained in the
Joint Venture Agreement. The Group and Henkel Hong Kong
intend that the total investment amount and the registered
capital of the JV WFOE will be EUR32.4 million and EUR10.8
million respectively. Subject to the satisfaction of a number of
conditions set out in the Joint Venture Agreement, the Group
agrees to make 55% capital contribution towards the registered
capital of the JV WFOE through the JV Company. The Group has
also agreed to advance loans toward the difference between
the total investment amount and the registered capital of the
WFOE by way of shareholder loans in accordance with 55% of its
shareholding in the JV Company.

On 9 February 2012, the Company announced that the
competition condition set out in the Joint Venture Agreement has
been satisfied. On 7 March 2012, the Company and Henkel Hong
Kong incorporated the JV Company in Hong Kong which will, in
turn, establish the JV WFOE in the PRC.

Details of the joint venture arrangement are set out in the
Company’s announcements dated 3 July 2011, 13 February 2012
and 9 March 2012.
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